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L etter
from the
Chairman

Dear Reader:

Energy companies, such as ours, face a great chal-

lenge and have an enormous responsibility in ad-

dressing the challenges of a sustainable power
model that guarantees us a secure supply, con-
tributes to the reduction in the effects of climate
change, strengthens our competitiveness and

helps us to emerge from the economic crisis.
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Electrical energy is called upon to be a key power vector in the evolution of our energy
system towards a more sustainable model over the forthcoming decades. On one hand
as societies with advanced information and knowledge are ever more intensive regard-
ing electricity as an energy input, and because electricity is key in the development of
technologies that are called upon to play an increasingly relevant role in the improvement
of energy efficiency: co-generation and thermal pumps, and on the other hand, as elec-
tricity constitutes the conduit through which renewable energies are incorporated into
our energy mix, which is fundamental to improve our security of supply and to combat
climate change. In addition, technological development in batteries is opening up a one-
way street for the increasing penetration of electricity in road transportation by means

of electric vehicles and hybrids rechargeable via the grid.

In Red Eléctrica we are fully conscious of this, and for this reason we continually work
with a bold and prudent attitude so as to advance towards a more sustainable energy
model, with a much higher efficiency in the use of energy and which is more reliable

in terms of security of supply.

In this respect, | would like to indicate the important investment effort we have been

carrying out over recent years regarding the expansion and improvement of the trans-

mission grid. An investment which has increased 75% since 2005, increasing from 420
million euros per year to 735 million in 2009 and which has represented the commis-

sioning of 1,658 km of new electricity line during that period.

This investment effort, focused mainly on the reinforcement of grid meshing and of in-
ternational interconnections, as well as on increasing load capacity and improving the
security of supply, also helps in the integration of renewable energies, the reduction in
energy losses, lowering system costs and, in short, in facilitating competitiveness and

operation efficiency in the electricity market.

At the same time, we are also carrying out an outstanding effort regarding the inte-
gration of renewable energies, which positions us as the leading company world-wide
in this matter. In 2009, thanks to the daily work carried out by our control centre for re-
newable energies, it has been possible to integrate into the grid almost 70,000 GWh of

energy from renewable sources, whose contribution has meant that these clean en-
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ergies already play an important role in demand coverage, contributing 26% of the an-

nual generation in 2009.

Also, | would like to proudly emphasize the capacity demonstrated by this control cen-
tre for renewable energies in managing the enormous variability of these energies, as
shown on 8 November when wind power energy at one instance covered almost 54%

of the demand whilst on 27 August, it barely covered 1%.

The growth in clean energies, together with the reduction of electricity consumption
during this fiscal year, has allowed CO2 emissions derived from electricity production

to be been reduced 17% this year.

Our commitment to sustainability also extends to the sustained creation of value and
efficiency over time. Thus, we have closed 2009 with a net profit of 330 million euros,
a 15.5% increase on 2008, and our proposal for a dividend payment per share has been
increased by this same percentage. All this, confirms the constant growth of the com-

pany and the attractiveness of our remuneration proposal to the shareholders.

Additionally, we have continued to create stable and quality employment, fostering the
hiring of women and promoting their presence in director positions. Also, in order to ad-
vance in this area, we have approved, in conjunction with the social representation, an
equality plan which will result in important improvements over forthcoming years. In
addition, | would like to emphasize our backing for progress regarding the work-Llife bal-
ance and ongoing effort for achieving the highest levels of training, development and

health of the employees.

Regarding environmental action, respect for the natural environment is a key corporate
value for Red Eléctrica. For this reason, we carried out a noteworthy effort in avoiding
or minimizing the impacts of our installations within the natural and social surround-
ings. This environmental concern is also aimed at biodiversity conservation and the im-

plementation of measures to obtain an efficient and sustainable use of energy.

All these activities, together with our trajectory regarding transparency and the ap-
plication of best corporate governance practices, position us, year after year, as the

leading listed company with regard to corporate responsibility matters.
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With this perspective in mind, our future strategy concentrates on continuing to work
on the execution of the 2008-2016 Electricity Infrastructure Plan. To this effect, over the
next five years, we have forecasted an investment of 4 billion euros for the reinforce-
ment and meshing of the transmission grid. In addition, we shall work on strengthen-
ing the Spain-France and Spain-Portugal international interconnections, on the
Spanish Peninsula-Balearics electricity connection and making the objectives re-
garding renewable energy viable, as well as those of energy efficiency, by driving de-

mand management initiatives and promoting technological innovation.

In addition, our strategic commitment shall have a clear orientation towards quality of
service and security of supply, and it will be developed with a focus on financial and op-
erational efficiency. Furthermore, we shall maintain an increase in dividend remu-

neration in line with the growth of the company results.

In brief, we shall remain focused on creating value for our shareholders and we shall
work to continue maintaining a leading role as a responsible, committed and sustain-

able company.

Again this year, | would like to emphasize, the commitment of Red Eléctrica to the ten
principles of the United Nations Global Compact, a high value initiative to create a

more just and united world.

As in previous fiscal years, this report has been prepared following the recommenda-
tions of the Global Reporting Initiative (GRI) guide for the drafting of sustainability re-
ports, including this year the specific indicators defined in the GRI Electric Utility

Sector Supplement.
| hope this report proves interesting reading.

Luis Atienza Serna

Chairm/an of Redéi;zt\rica
il R

777/
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Consolidated

net turnover

(€ million)

M Consolidated
net turnover

= EBIDTA/Turnover

2005 2006 2007 2008 2009

330.4
After tax results
(€ million)

W After tax results

(net profit)
= O)=
(Net Income / Equity)
2005 2006 2007 2008 2009
616.1

Cash-flow after tax
(€ million)

B Cash-flow after tax

= Cash-flow/turnover

2005 2006 2007 2008 2009
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8,661.5

Gross Fixed Assets
(€ million)

B Gross Fixed Assets

= Return on Assets
after tax
(EBIT / Net assets)

2005 2006 2007 2008 2009

Net Financial 2.928.5 3,122.2
Debt 2,779.2 2,6444
(€ million)

B Net Financial Debt

= Net Financial Debt /
(Net Financial Debt 68.4%
+ Equity)

2005 2006 2007 2008 2009

E_— 1.4781
Dividend per share 47

(euros) 12797
1.0871
0.8984
B Dividend per share 60.8 % 60.7% 60.5% 60.5% 60.5%
= Consolidated Pay-out

2005 2006 2007 2008 2009
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Transmission 34,754

34,322
Grid | e
(kilometres) 33,096 33,503

B Kilometres of circuit

= Busbars in substations

2005 2006 2007 2008 2009
Grid availability 98.28 98.24 98.06 98.17 98.06
(percentage)
B Availability index
= Reference value
(R.D. 1995/2000): 97%
2005 2006 2007 2008 2009
1,679
1,
Workforce 1,468 o
(number] 1,254 1,284 1,317
B Red Eléctrica Group
B Red Eléctrica
de Espana
2005 2006 2007 2008 2009

"



million euros
investment
in the
transmission grid
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Strategic objectives

The consolidation of our role as Spanish TSO: sole transmission agent and operator of the system.
This consolidation shall imply:

* The execution of an important investment effort for the development of the whole of the
Infrastructure Plan as set out in the 2008-2016 Energy Planning.

¢ The acquisition of transmission assets from the electricity companies, in compliance with that
established by Law 17/2007.

Leadership regarding the integration of renewable energies into the electricity system and
driving forward demand management strategies.

3 A clear orientation regarding the quality of service and the security of the electricity supply.

4 Maintaining the highest levels of financial and operational efficiency in the management of the
company.

Maintaining the rate
of growth in

Increase in the

dividend

per share in line
with the growth
in EPS

in the short term and growth
superior to 12% per year
in the long term

13
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The mission of Red Eléctrica is to ensure the
global functioning of the Spanish electricity
system. To this end, it operates the system in
real time, maintaining the country’s generation
and electricity consumption in constant balance;
and facilitates the transmission of high voltage
electricity from the production power stations to
the centres for distribution to consumers.

Key Factors of our

1 6 7 9 business management
p

¢ Independence from the
other electricity system

Employees agents

- e Transparency as system
I n th e operator.

e Neutrality in decision
G ro u p making.

e Commitment to
sustainable development.

¢ Business management
excellence.

¢ Organisation focused on
people.

15



mmm 07 COMPANY PROFILE

Red Eléctrica, cornerstone of the electricity system

Red Eléctrica de Espana, S.A. established in 1985 under the provision of Law
T 49/1984 of 26 December was the first company in the world exclusively dedi-
cated to the transmission of electricity and the operation of electricity sys-

tems. -2.1, 2.6~

Law 17/2007 coming into force on 4 July, modifying the Electrical Sector Law

/

54/1997 to adapt it to comply with European regulations, confirms Red Eléc-

trica’s functions as operator and manager of the transmission grid and it also

\ grants it, in its capacity as grid manager, the function of sole transmission

— agent, an activity that it carries out under a regime of exclusivity. This sup-

/

poses the definitive consolidation of its position as sole transmission and elec-

tricity system operator: Spanish TSO (Transmission System Operator).

This law, on the other hand, has introduced a series of corporate changes in the
company that have required an organisational restructuring, in particular to re-

inforce the separation and transparency of the activities regulated in Spain -

transmission and system operation - from the rest of the activities. The organ-

isational structure of the company has transformed into a holding structure -2.9-

The holding company of the Group is Red Eléctrica Corporacién, which has

two dependant subsidiaries: Red Eléctrica de Espana, responsible for the elec-

Distribution of the consolidated business results 2009

® Red Eléctrica de Espana
Electricity activities in Spain
96 %

Red Eléctrica Internacional
Other activities
4%
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tricity activities in Spanish territory, and Red Eléctrica Internacional, respon-

sible for the Group’s activities internationally.

Moreover, Red Eléctrica Corporacién has a shareholder stake of 5% in the
company REN. This company is the operator and transmission agent of the
Portuguese electricity system with which it maintains a strategic alliance by
means of crossed holding stake. Additionally, the company owns 50% of the
capital of INELFE, the company formed in conjunction with its French coun-
terpart, RTE, in order to develop the interconnection between Spain and

France via the Eastern Pyrenees.

Red Eléctrica Corporacion, as head of the Group, is quoted on the Spanish

Stock Exchange and forms part of the select Ibex 35 index

Electricity activities in Spain -22,25,27-
Electricity system operator

REE operates the Spanish peninsular electricity system as well as the insular
and extrapeninsular systems, assuring at all times the continuity and security

of the electricity supply.

As operator of the system, it is responsible for managing the country’s con-

stant balance between consumption and generation produced.

To this effect, it produces electricity demand forecasts and manages, in real
time, the generation facilities and electricity transmission, achieving that pro-
grammed production in the power stations matches, at each instance, the con-

sumer demand.

We guarantee the
continuity and security
of the electricity supply

17
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Sole transmission operator and grid manager

REE, in its role as manager of the high voltage grid, is the sole transmission
operator and is responsible for the transmission of electricity from the gen-
eration units to the areas of consumption, carrying out this function under a

regime of exclusivity.

In addition, it has the responsibility of developing, extending and maintaining

the transmission grid under homogenous and coherent criteria.

Furthermore, it is responsible for managing the transmission of energy be-
tween external systems and guaranteeing the access of third parties to the

grid under equal conditions.

REE is currently owner of 99% of the high voltage transmission grid (400 and
220 kV), with almost 35,000 kilometres of lines distributed throughout the

Peninsula, forming a robust and reliable meshed grid.

-PR3, 2.2-
* Planning and development of the transmission grid. e Electricity metering.
* Management of transmission grid access. * Technical operating information.
* Management of disconnections and works in facilities. e Economic operating information.
e Information for the electricity market. * Local operation and maintenance

of transmission facilities.

* Technical feasibility of the resulting market

schedules.

e Guaranteeing the security of the system during

e Inspection and verification service
of electricity metering.

states of emergency, alert or replacements. * Management of settlements assigned

* Real-time operation of the electricity system.

to the system operator.

18
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The remaining 1% of the transmission facilities is presently owned by elec-
tricity companies and, as established by the new Law 17/2007, has to be ac-

quired by Red Eléctrica within three years from its date of approval.

The behaviour of this grid shows excellent indicators regarding availability and
security of supply and offers the maximum guarantee and quality of service to

the consumer.

International activity -22,25,27-

The investment in transmission grids in other countries is channelled through \
the subsidiaries integrated into Red Eléctrica Internacional: the Bolivian com-
pany Transportadora de Electricidad (TDE] of which it owns 99.94% of the cap-
ital and the Peruvian company Red Eléctrica del Sur (REDESUR], of which it \
controls 33.75% of the capital.

TDE is the operating company of the electricity transmission grid of the Na-

tional Interconnected System (SIN). Its transmission grid extends across \
six Bolivian departments: La Paz, Cochabamba, Santa Cruz, Sucre, Oruro

and Potosi. \

19
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REDESUR is the company awarded the concession for the design, construction and opera-

tion of the reinforcement of the electricity transmission systems in the south of Peru. By

virtue of this concessionary contract, granted in 1999 for a term of thirty years, the company

is responsible for the transmission of electricity between the cities of Arequipa, Moquegua,

Tacna and Puno.

During 2009, Red Eléctrica Internacional has ceased its consultancy and technical activity

that it had been supplying at an international level.

— Management structure

Red Eléctrica Corporacion, S.A.

Chairman and CEO

Red Eléctrica de Espaiia, S.A.U.

Staff management

Director of Regulation

— | Director of Legal Services

Director of Human Resources

Director of Corporate Responsibility

and Institutional Relations

Business management

\ General Manager of Finance and Administration

General Manager of System Operation

General Manager of Transmission

20

Luis Atienza Serna

Luis Villafruela Arranz
Rafael Garcia de Diego Barber

Joseé Garcia Moreno

Antonio Calvo Roy

Esther Rituerto Martinez
Alberto Carbajo Josa

Carlos Collantes Pérez-Arda
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Shareholder Distribution 31.12.2009

® State Owned Industrial Holding Company
(SEPI)
20 %

® Free-float
80 %

Evolution of the shareholder structure

2005 20 % 10% 70%
2006 20 % 10% 70%
2007 20% 80%
2008 20% 80%
2009 20% 80%
== SEPI| == Electricity companies == Free-float

Evolution of the free-float structure

0, 0, 0,
2005 18% 56% 26%
16% 64% 20%
2006
13% 55% 32%
2007
9% 58% 33%
2008 ==
1% 77% 12%
2009*
== Minority == Foreign == Spanish
Shareholders Institutions Institutions

* Reported at the last General Shareholders Meeting.
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Key Figures -2s

Key consolidated figures (€ million)
Turnover
Gross operating profit (EBITDA)
Net profit
Cash-flow after tax
Net financial debt
Equity
Total assets

Total Investments

Number of employees*

Long term financial ratings
Moody ‘s
Standard & Poors

Sustainability indexes (global rating)
Dow Jones STOXX Sustainability Index
FTSE4Good y FTSE4GoodIBEX

Certificaciones
Quality: 1ISO 9001
Environmental Management : 1ISO 14001
Occupational Health and Safety.: OHSAS 18001

2005
860.2
591.1
162.4
429.6
2,791.1
962.9
4,657.3
755.5

1,401

2005

A2

2005
72

2006
949.3
651.7
200.2
465.6
2,612.2
1,022.0
4,818.4

529.6

1,442

2006
A2
AA-

2006
72

Incorporated in 2008.

2007
1,030.9
722.5
2431
524.0
2,697.0
1,202.8
5,315.0
727.8

1,468

2007
A2
AA-

2007
76

First group within the electricity sector to hold
the joint certification for all the Group activities: From 2004

2008
1,125.9
771.6
286.1
545.7
2,928.5
1,336.5
5,813.3
635.1

1,594

2008

A2

2008
71

2009
1,200.1
845.6
330.4
616.1
3,122.2
1,439.2
6,201.6
758.7

1,679

2009
A2
AA-

2009
74

* Includes all the companies which form part of the scope of consolidation: REE SAU, REC, REI, CYBERCIA and REA.

(1) In 2005 data from Inalta was included. 2006 saw the merger due to the absorption of Inalata by Red Eléctrica de Esparia
(2] In 2007, the acquisition of 5% of REN for 98.8 million euros was included the investments of the year.
(3] Red Eléctrica de Espaiia, S.A.U. includes data of Red Eléctrica Corporacién

(4) The business of supplying telecommunications services to third parties has been transferred to Red Eléctrica Internacional, S.A.U.
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Red Eléctrica de Espaiia, S.A.U. " 2005 2006 20072 2008® 2009
Adjusted turnover (€ million) 743.4 928.7 1,010.3 1,095.8 1,157.2
Investments (€ million) 748.3 518.3 720.3 632.2 753.3
Electricity cables (kilometres of circuit) 33,096 33,503 33,669 34,322 34,754
Substations (busbars) 2,741 2,915 3,042 3,162 3,385
Transformation capacity (MVA) 54,209 56,009 58,459 62,859 66,259
Optical fibre grid (km of cable] 13,400 15,260 21,300 23,146 24,286
Number of employees 1,255 1,284 1,317 1,443 1,523

Corporate Responsibility Certifications

SA 8000 Certificate Certified in 2005
The first Spanish energy company to obtain this certification.

Red Eléctrica Internacional ¥ 2005 2006 2007 2008 2009
Number of employees 20 18 10 1M 4

TDE (Bolivia)

Turnover (€ million) 19.6 20.0 20.9 23.9 26.6
Investments (€ million) 7.2 13.5 7.4 2.9 5.4
Electricity cables (kilometres of circuit) 1,962 1,965 2,189 2,190 2,190
Substations (busbars) 20 22 22 22 23
Number of employees 126 118 119 120 121

Corporate Responsibility Certifications
SA 8000 Certificate Certified in April 2007.

REDESUR (Peru) company with a 33.75 % stake

Turnover (€ million) 9 9 8 10
Investments (€ million) 0 0 0 0.5
Electricity cables (kilometres of circuit) 532 532 532 533
Substations (busbars) 11 " 11 1

Number of employees 17 17 17 19
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Red Eléctrica operates and supervises, in real
time, the high voltage generation and
transmission facilities of the electricity system.

Domestic consumption

220V and 380V
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We guarantee the
functioning of the
electricity system,
24 hours a day, every
day of the year
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In Red Eléctrica, corporate governance is
connected to the company vision and its
principles and practices form part of our
business culture. For this reason, the
implementation of the best recommendations
regarding good governance signifies a strategic
target of the highest level.

Three

The Company’s rules of governance

e Articles of Association

¢ Regulation governing the General Shareholders’ Meeting

* Regulation governing the Board of Directors.

¢ Internal Regulations governing Conduct in the Securities market.

¢ Procedure for proxies, voting and information
by remote means at the General Meeting

¢ Code of Ethics.

27
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-4.6,4.7,4.8-

The rules of corporate governance of the Company are the object of continu-
ous modification in order to improve the shareholders’ right to information

and to offer a greater informative transparency to the markets.

Throughout the 2009 fiscal year, the Internal conduct regulations in the Secu-
rities Market were amended and a review of the Board Regulations was car-
ried out that, as a consequence, led to the approval of a new set of Regulations

at the Board meeting held on 28 January 2010.

The rules of governance may be consulted, at any time, on the corporate web-

site (www.ree.es).

Approved by the Board of Directors in 2007, the Code reflects corporate iden-
tity and the social commitments assumed within the business environment
and with the different stakeholders affected by the activities of the Red Eléc-

trica Group.

The code reflects the key principles which should serve to guide the members
of the board, the management and the employees of the company and, in ad-

dition, may be invoked by the stakeholders.

In its implementation, noteworthy is the management procedure regarding
consultations and claims, which is available on the corporate website
(www.ree.es). In order to ensure it is totally complied with, an Ethics Manager
was appointed, tasked with the responsibility for administering the system

and dealing with non-compliances and reported claims
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In June 2009, the Ethics Manager presented to the Board the first annual man-
agement report regarding the Code of Ethics. The report highlights the ab-
sence of complaints to date and outlines some of the enquiries made to the
Ethics Manager. In general, the inquiries related to the scope of the commit-
ments contained in the Code and guidelines on how to act in specific situa-
tions. Subsequent to this report, the Ethics Manager received and processed

two complaints for non-fulfilment of the Code of Ethics. At the close of 2009,

the first one had been resolved and the second was pending resolution. \

-4.4, 4.10-

The General Meeting represents all the shareholders. The rules of the organ-

isation and operation are set forth in the Articles of Association and in the Gen- \

eral Shareholders’ Meeting Regulations. —

Shareholders’ rights have been extended, beyond the legal requirement, re-
garding information and increasing the attendance at the General Meeting,
facilitating the request and receipt of information and promoting the partici-

pation of all shareholders in the Meeting via electronic means.

Noteworthy, is the advancement in the contents of the website as an instrument

of communication with shareholders and investors. Article 2 of the General Share-

holders’ Regulation establishes that, amongst other aspects, the Company’s web-
site shall include communication channels with the shareholders and relevant \

information about the fiscal year which must be made available to them. -3.11-

In 2005, Red Eléctrica implemented an electronic voting system, being one of

the pioneers in the use of this system which, via the corporate website

29
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(www.ree.es), enables shareholders to exercise their voting rights using elec-
tronic means. Over recent years, new improvements have been introduced to

facilitate the participation of all shareholders in the Meeting.

In the Shareholders” Meeting held in 2009, the electronic voting system was
again satisfactory, given that 379 shareholders, holders of 133,711 shares
voted and/or delegated electronically, more than double of those received in
the 2008 Meeting, which grew to 64,670 shares, cast by 315 shareholders.

All the relative information regarding the Meeting, made available to the shareholders via the corporate website.
No minimum number of shares required to be able to attend the Meeting.

Separate voting on each one of the matters submitted for approval in the Meeting.

To promote the participation of shareholders in the Meeting via the implementation of an electronic voting system.

Live broadcast of Meeting via Internet, with simultaneous translation in English.

The agreement proposals were presented to the General Meeting as separate

items, so that shareholders could vote on each one separately.

Due to the special nature of the activities carried out by the Company, consid-
ered as an essential service, and with the purpose of guaranteeing its inde-
pendence from the other activities and agents of the electricity sector, the
coming into force of Law 17/2007, 4 July, new maximum limits of shareholder

participation in the Company were established, as summarised below:

Any individual or legal person may participate in the shareholding of the
Company, as long as the total of their direct or indirect holding in the Com-
pany capital does not exceed five percent (5%) of the Company capital, nor
exercise voting rights in excess of three percent (3%). Under no circum-

stances may these shares be pooled for any purpose whatsoever.
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In the case of individuals who carry out activities in the electricity sector and
those individual or legal entities who, directly or indirectly, hold more than
five percent (5%) of capital, may not exercise more than one percent (1%)
voting rights at the Company.

The special regime is maintained for the State Owned Industrial Holding
Company (SEPI) who shall have to hold, in all cases, at least ten percent
(10%) of capital.

-4.1-

During 2009, the Company has maintained a majority number of independent

members on the Board of Directors.

-LA13-

Reduced Board, composed of ten members (three women), with a majority of independent board members.
Annual self-evaluation of all Board members.

Individualised information regarding the remuneration of Board members.

A maximum statutory limit exists for the remuneration of Board members.

The remuneration policy is proposed for approval by the General Meeting.

The final remuneration of the Board remains unaltered from that of the previous fiscal year.

Board member profiles: recognised professionals of distinction with extensive professional background.
Existence of a committee for matters related to corporate governance.

The Board committees are presided over by independent Board members.

Strict regulation regarding the responsibility of the Board members, as well as of the duties of diligence and loyalty.

On 17 December 2009, the Board accepted the resignation of one of the In-
dependent Directors, Jose Rodrigues Pereira Dos Penedos, who tendered
his resignation as a result of a court proceeding which affected the dis-
charge of his duties as Chairman of REN-Redes Energéticas Nacionais. The

consequent vacancy has yet to be filled, meaning that the Board of Directors

31
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is currently composed of 10 members: 1 Executive Director, 3 Nominee Di-

rectors and 6 Independent Directors. -4.3-

In the eleven (11) Board of Directors’ meetings held in 2009, no incident of

non-attendance was reported; only one person was represented by proxy.

Appointment and termination of Board Directors

The Board Regulations establishes that the Board Directors shall be appointed
by the General Meeting or by the Board of Directors by cooption.

The Regulation of the Board of Directors sets forth a detailed procedure to de-

termine the experience and training required to be on the Board of Directors.

In practice, the choice of candidate is seen to rest with those who have ac-
credited solvency, competency and experience taking into account such things

as social, economic and environmental aspects.

The Articles of Association establish the appointment period as four years,
with the possibility of re-election. In accordance with that established in the
Board Regulations, independent directors may not remain as such during a

continuous period of more than twelve years.

The Board Regulations has established that external proprietary or independent
directors must not be proposed for termination prior to completing their statutory
period for which they were appointed, except in the case where there is sufficient
cause and the existence of a previous report from the Appointment, Remunera-
tion and Corporate Governance Committee. The directors must hand their resig-
nation to the Board of Directors and formalise, should they consider it convenient,

the corresponding resignation when reaching the age of seventy. -3.2-
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Audit Committee -4.1-

This Committee is composed of three external board members, two of which

are independent members, of which; one is the chairwoman of the committee.

During this fiscal year 11 meetings of the Audit Committee were held, in which

no incident of non-attendance was registered and no proxies were granted.

Appointment, Remuneration and Corporate Governance Committee -4.5-

The Appointment, Remuneration and Corporate Governance Committee is
composed of four board members, three of whom are outside directors and
one an executive; two of the outside directors are independent and one of them

is the chairwoman of the Committee.

During 2009, this Committee carried out a revision of the Board Regulations
which, as a consequence, led to the approval of a new Regulation on 28 Jan-
uary 2010. Amongst the approved modifications, noteworthy is the change of

name of said committee, now called the Corporate Responsibility and Gover-

nance Committee, and the express attribution to this Committee of wide-rang-

ing competencies regarding corporate responsibility.

During 2009, 11 meetings of the Appointment, Remuneration and Corporate
Governance Committee were held, in which no incident of non-attendance reg-

istered and no proxies were granted.

33



34

CORPORATE GOVERNANCE

A self-evaluation
of the members
of the Board

of Directors takes
place annually

Board of Directors Self-evaluation -4.10-

As every year, the process of self-evaluation of the Board of Directors, its
Committees and its Chairman were carried out at the end of 2008. The chair-
woman of the Appointment, Remuneration and Corporate Governance Com-
mittee coordinated said process in which all the members of the Board

actively collaborated.

The Board of Directors, in the meeting held in July 2009, approved the Self-
evaluation Report of the performance of the Board regarding the 2008 fis-

cal year.

Remuneration policy -4.5-

During 2009, the total remuneration accrued by the members of the Board
of Directors of the parent company, was 2.493 million euros, included in
these figures are not only the estimation of the remuneration linked to earn-
ings but also the salaries of those members of the Board who also have

employee status.
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The total remuneration (€ thousand) accrued by the members of the Board of
Directors of the Company in the 2009 fiscal year, listed individually by mem-

ber, are the following:

-4.2, 4.3-

Luis Atienza Serna Chairman Executive - Member 789

Antonio Garamendi Lecanda Member Independent - Member 183

Manuel Alves Torres ! Member External Nominee Member 182
(SEPI)

José Rafael Suiiol Trepat Member External Nominee - - 154
(SEPI)

Maria de los Angeles Amador Millan Member Independent - Chairwoman 182

Francisco Javier Salas Collantes Member Independent Member - 182

Martin Gallego Malaga Member Independent - - 154

José Folgado Blanco Member Independent - - 154

Arantza Mendizabal Gorostiaga Member Independent Chairwoman - 182

José Rodrigues Pereira Dos Penedos®?  Member Independent - - 149

Maria JesUs Alvarez Gonzalez!" Member External Nominee Member - 182
(SEPI)

(1) Amounts received by State Owned Industrial Holding Company (SEPI).
(2] Have left office as directors during the 2009 fiscal year.

The retribution of the Board with respect to the profits allocated to the parent

company is the following:

Total board members remuneration / profits allocated to parent company 0,754 %

There are safeguard or golden parachute clauses in favour of the Executive
Director to cover dismissal or changes in control. Said clauses are in line
with standard market practices and contemplate suppositions to cover the
termination of the employment relationship, providing for indemnification of
one year’'s remuneration, unless the applicable legislation provides for a

higher amount.



36

CORPORATE GOVERNANCE

Board Members’ Portal

During the 2009 fiscal year, an innovate project known as «El Portal del Con-
sejero» (Board Member Portal) was carried out with the purpose of applying
new technologies in the day-to-day work of the members of the Board and the

Committee.

External auditors -3.6-

The Board Regulations, based on the applicable best practice, foresees that
relations with external auditors of the Company must be channelled through
the audit committee. The Board of Directors must refrain from contracting
those auditing companies where fees foreseen for all concepts, are to be more

than 10% of its total income during the fiscal year.

Remunerations satisfied during the 2009 fiscal year to external auditors by
the Company and the companies of the Group do not represent a significant
percentage on the total of the auditing company’s income. Similarly, the fees
corresponding to professional services other than audits, paid to companies
directly or indirectly related with the auditing company, are not relevant and do

not affect the strategy or the general planning of the Company.




RED ELECTRICA CORPORATE RESPONSIBILITY REPORT 2009

-1.1,1.2, 4.9, 4.11-

The Red Eléctrica Group has a Risk Policy aimed at establishing the princi-
ples and guidelines for ensuring that material risks, which could affect the
objectives and activities of the Group, are systematically identified, analysed \

and controlled with uniform criteria and within the established risk limits

The risk control system covers not only the risks with internal processes but
also risks from the environment in which it operates, encompassing all the ac-
tivities carried out by the Group. The impact of each risk is evaluated on four as-

pects: strategy, the income statement, the electricity system and reputation.

Board of Directors. \

Audit Committee.

Management committee. \

Department of Regulation (responsible for comprehensive management).

All the organisational units.

Both the risk policy and the general procedure for integral risk management
and control are based within the integrated framework of business manage-

ment included in the reportC0OSO Il (Committee of sponsoring organisations).

Material risks to the Group are considered those related to: \

The creation of sustainable value over time.

The continuity and quality of the energy supply of the electricity systems.
The construction of the electricity transmission grid infrastructure neces-
sary to deal with future needs.

The compatibility of the aforementioned objectives with the social and envi-

ronmental concerns.
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\ Regulatory, as the main business activities of the Group are subject to regu-

lation.

Operational, derived fundamentally from the activities assigned within the
electricity system, the care for and protection of the natural environment and
the coverage of financial needs within a progressively complicated financial

scope.

Market as the majority of revenues, as well as determined expenditures, are

\ influenced by the evolution of variables such as inflation or interest rates.

Business and credit (or counterpart), although to a lesser extent due to the

lesser weighting of the subsidiaries within the Group and the existing regula-

tion on the invoicing and collection for transmission and operation activities.

Comprehensive Risk Management System Diagram

m Follow-up action plan Updated risk map Periodic Reports

Risk identification, Actions to NEronng -
analysis, assessment reduce and . Revision of I -
' . " : . : nformation
and assignation of mitigate the action risk situation
Indicators risks

plan

Risk analysis takes into account the possibility of a risk occurring (based on
critical factors to whether the risk will occur or not, the weighting thereof, the
situation in the Company with respect to each critical factor, and the assigna-
tion of a global assessment for all the factors) and the impact should it mate-
rialise (depending on the effect on the electricity system, basic strategy,

reputation and the income statement).
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Structure of the Red Eléctrica Group’s risks

® Regulatory
12 %

® Operational
73 %

® Business, market or credit
15 %

Once the final evaluation has been made, a comparison is made with the
admissible risk level. If it does not surpass this level, those responsible for
processes or projects decide whether to implement the actions. Should
they exceed said level, an action plan is formulated for its minimisation or

reduction.

The Regulation Department and the units responsible for managing the
processes periodically follow up on the evolution of the action plans and indi-
cators. The frequency of this follow-up is six monthly for high-level risks and

annually for medium and low risk.

Actions carried out in 2009

During 2009, actions have continued to improve operational risks, primarily

related to adapting the acquired facilities to the traditional standards of the

Company and commissioning new facilities which strengthen grid meshing. In

this way, the permanent exposure of the grid to events which may affect to the

continuity and security of the electricity supply is reduced.

The strain in the financial system has remained throughout the fiscal year. In

reply to this situation, long term financing operations with financial institu-
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tions have been formalised, which assure liquidity and the investment plan for

the following year.

Update of the integral management risk procedure, to support the compliance of the Risk Policy approved by the Board of

Directors.

Extension of the temporary horizon of risk evaluation with an impact in the company strategy.

Update of the evaluation measurement system regarding risk impact.

In the following table the principal operational risks are detailed, the princi-

pal impacts analysed and the management carried out by Red Eléctrica to re-

duce them or to mitigate them.

-EC2-

Reduction in rainfall
Lower capacity of regulation of hydroelectric production.

Greater competition for hydrological resources among
those activities related to electricity generation, agricultural
and drinking water supply.

Increase in temperatures

Increase in the summer peak demand and decrease in the
winter peak.

Increase in the production of solar energy
Reduction of the transmission capacity of high voltage lines.
Changes in wind currents

Changes in the production profiles of the wind power
generators.

Greater frequency of extreme wind conditions that can
cause interruptions in the supply.

Integration of renewable energies

Consolidate the role of the control centre for renewable en-
ergies (CECRE).

Construction of new lines for the evacuation of renewable
energies.

Strengthening of international interconnections..
Demand management Initiatives

Putting in place measures that allow a more efficient and
balanced consumption profile to be achieved.

Participation in the GAD (Active Demand Side Management)
project.
Drive the implementation of the electric vehicle.
Management of the interruptibility service.

Research and Innovation

Participation in European projects for the development of
renewable energies (IS-POWER, WIND ON THE GRID, EWIS,
TWENTIES).

Design and development of equipment and systems for ad-
dressing emergency situations.



Equipment failure in facilities.

Saturation of existing facilities in dealing with growing de-
mands.

Need to construct facilities to cover the system needs (wind
farms, meshed grid, high speed trains, etc.)

Motivation of staff to reach company’s objectives.
Ageing of personnel.

Adapting of occupational risks prevention.

Deterioration of the environment.

Delays in the construction of authorised facilities due to so-
cial rejection.

Integration into the community.

RED ELECTRICA CORPORATE RESPONSIBILITY REPORT 2009

Carry out periodic inspections of equipment and systems.
Renovation programme and improvement of the facilities..

Repowering of the lines and increase in the capacity of the
transformers.

Feasibility study of a superconductor cable prototype.

Increase in the construction of facilities to attend the
planning of electricity infrastructures approved by the
government.

Works started on the new interconnection with France.

Application of the staff appraisal system.
Development programmes for technicians and directors.

Approval of the work-Llife balance policy and implementa-
tion of a management system.

Contracting young employees with potential.
Development of a succession policy.

Maintain and improve the structured prevention system in
accordance with the OHSAS 18001 standard.

Environmental evaluation of all projects.

Programme of preventive and corrective actions in the con-
struction of installations.

Continuity of the construction programme for tanks to avoid
spillage of oil from transformers.

Agreements with Autonomous Communities for the preven-
tion of fires.

Creation of the sustainability laboratory as a tool for the de-
velopment of permanent dialogue with shareholders.

Implementation of sustainability projects.

Cooperation and sponsorship actions.
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-502, S04-

The Code of Ethics, approved by the Board of Directors in 2007 and the corre-
sponding management system for enquiries and formal complaints consti-
tutes an effective mechanism for the detection and treatment of the possible
cases of corruption and fraud. During this fiscal year, no formal complaints of

any type were reported through this channel.

In addition, the processes of Red Eléctrica are integrated in structured sys-
tems in compliance with the international reference standards (I1S09001,
IS014001 and OHSAS18001) and their design has included controls to miti-
gate or reduce the main risks associated thereto, amongst which are included
the risk of corruption and fraud. In addition to these processes two specific
systems are present: internal control and financial reporting (based on the
North American ruling Sarbanes- Oxley) and internal control for Operation
(based on ruling SAS 70). These processes are constantly subjected to sys-

tematic internal and external audits.

Processes considered as being exposed to the risk of corruption and fraud are
audited yearly via the internal auditing system and incorporate specific tests
on this risk. Several of these processes involve the participation of every area
of the company. In this fiscal year, tests and analyses on 7 of the 18 company

management departments were carried out, no cases of corruption or fraud

were identified.
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Improvement in the methodology of risk evaluation with the incorporation
of the statistical processing of series of historical data.

Extension in the degree of coverage of comprehensive risk management to
100%.

Deployment throughout the entire organisation of the IT tool which supports

the comprehensive risk management system.

Degree of coverage of risk management (%)™ 82.0 83.0 92.1 > 95

Improvement in the weighed risks average with

respect to previous year? 0.79 0.90 0.75 <1
84 92 87

(1] [Risks treated / risks detected]*100.
(2] Average weighted value year n / Average weighted value year n-1.
DJSI: Dow Jones Sustainability Indexes.
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Red Eléectrica’s
commitment
to sustainability

The challenge of the Red Eléctrica Group is to
become a model company that is responsible,
efficient and sustainable, integrated into society,
caring for all its stakeholders and being a
reference in the markets in which it operates.
To make this challenge a reality, the Group
adopts commitments, policies, management
models and actions of outstanding value within
the scope of corporate responsibility.

40 new
projects
(91,2%

compliance
with annual
programme)
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To promote best corporate governance practices in management, ensuring compliance with legislation, transparency,
business ethics and correct risk management.

To orientate the activities of the Red Eléctrica Group in the defence of its viability and value for all its stakeholders in
the short, medium and long term, by offering services that guarantee and improve its image and reputation.

To create and maintain an open communication channel with its stakeholders, through which it is possible to ascer-
tain their requirements and expectations and improve their satisfaction level. Furthermore, this means shall act as a
channel to provide true information regarding company activities and results, whilst guaranteeing at all times maxi-
mum transparency and the honest exchange of information.

To encourage support for the betterment of society by participating in projects of general and social interest, and in
educational, cultural and scientific programmes, with special attention paid to those communities in which the Group
performs its functions.

To understand the personal and human development and the satisfaction of the people as a key element in attain-
ing the objectives of the Red Eléctrica Group. Attention shall be paid to the attitudes and conducts, which are in agree-
ment with company values, covered by the Code of Ethics.

To ensure compliance with fundamental Human Rights, non-discrimination, freedom of association to unions, the
right to undertake collective bargaining, the abolition of child labour, the abolition of forced labour and any other prac-
tice that can be taken as an infringement of collective or individual dignity. This shall entail the compliance with the
articles contained in international declarations and conventions regarding Human Rights and Workers’ Rights, as well
as ensuring the fulfilment of the Code of Ethics of the Red Eléctrica Group.

To maintain a firm, preventive commitment with respect to the conservation and improvement of the natural envi-
ronment, adopting the principles of the rational use of resources, energy efficiency, minimizing the generation of
waste, the protection of the biodiversity, environmental vigilance and the prevention of contamination.

To scrupulously respect the applicable legislation in the business sector and countries where the Red Eléctrica Group
operates, avoiding becoming involved in corruption of any kind, including extortion and bribery and acting in confor-
mance with the principles set out in the Code of Ethics.

The corporate responsibility policy, approved by the Board of Directors, is complemented by the remaining company
policies.
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The quest for excellence and responsibility in the development of its activities
has become one of the basic strategies of the Red Eléctrica Group which acts
as the cornerstone of its business management orientation towards sustain-

able development.

In 2009, Red Eléctrica was again awarded the European Seal of Excellence

+ 500 points, granted by the Club for Excellence in Management, following *
the directives of the EFQM European model (European Foundation for Qual- *
ity Management). This seal, which is renewed every two years, was obtained SR g’u&vg%

by Red Eléctrica for the first time in 2003 being the first Spanish electricity
company to obtain this recognition. With more than 600 points in the latest
evaluation carried out, Red Eléctrica consolidated its position as leader
amongst the 28 unique companies within Spain which currently possess
this recognition. The awarding of this seal also brings the internationally
prestigious Recognised for Excellence in Europe distinction awarded by the
EFQM.

With the adoption of this model in 1999, Red Eléctrica began on the road to
excellence in management. This model is the main reference for European or-
ganisations looking to achieve excellence in its business management. The

achievement of the model is complete, as it includes aspects of leadership

management, strategy and policy, people management, resources, alliances
and processes. But it is also extremely demanding in regard to key results ob-

tained by the organisation and their impact on its stakeholders.

In line with its backing for management excellence, since 2002 Red Eléctrica an-

nually renews its commitment with the quality mark, Madrid Excelente, recog-
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In all the activities and
companies of the Group

In all the activities and
companies of the Group

Red Eléctrica SAU certification

In all the subsidiaries that
comprise the Group.

Red Eléctrica SAU y TDE
(Bolivia) certification

Red Eléctrica SAU certification

In all the subsidiaries that
comprise the Group.
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nition granted by the Community of Madrid to the companies that fulfil a series

of requirements in excellence, corporate responsibility and consumer confidence.

The key to business excellence by Red Eléctrica is also endorsed by the ex-
ternal certification and accreditation of their business management systems,
and in the national recognition received in 2005 by obtaining the Principe Fe-
lipe Prize for Business Excellence, in the category of Industrial Quality.

The management of corporate responsibility

Since 2004, Red Eléctrica has counted on a corporate responsibility manage-
ment system which guarantees the development of appropriate activities in order

to fulfil the principles established within its corporate responsibility policy.

Said system, is made up of a set of structural management elements, of tem-
porary deployment, for monitoring and evaluation, which guarantee an ap-
propriate management of significant economic, social and environmental

impacts of Red Eléctricas’ activities and services on its stakeholders.

Organisational structure

One of the main changes in the organisation has been the incorporation to one
of the committees of the Board, named the Corporate Responsibility and Gov-
ernance Committee the following functions: to propose and drive the corpo-
rate responsibility policy, to supervise the actions and proposals regarding
corporate responsibility proposed by the organisational units responsible and
to draw up an annual report regarding corporate responsibility policy.
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Corporate Responsibility organisation structure
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-4.14,4.15, 4.16-

Red Eléctrica considers stakeholders as the collectives or entities that are, or
that may be, affected by the services or activities of the company and whose

opinions or decisions affect its economic results or its reputation.

Since 2004, Red Eléctrica has counted on a stakeholder management system,
whose objectives are:
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To have a more in depth knowledge of the collectives that make up the stake-
holders of Red Eléctrica, and of the relations that the company establishes
with them, identifying its requirements and expectations, as well as their
degree of satisfaction.

To maximize the value of the relations that the company establishes with
them, developing appropriate communication channels.

To transfer the management of the stakeholders to the activities, the

processes and the management systems of the company.

Red Eléctrica maintains all stakeholders identified, segmented and priori-
tised. This identification is carried out based on the analysis of who and/or
what is impacted by the Company’s processes and activities, followed by the
grouping of those collectives who share characteristics, and therefore con-
cerns. Each of these groups is prioritised based on criteria of influence and
dependency with the aim of channelling the efforts and resources of the com-
pany, without neglecting any of them under any circumstance. An important el-
ement of the stakeholder system constitutes the constant search for ways of
communication that ensure an open, systematic and valuable dialogue be-
tween Red Eléctrica and its stakeholders. In the various sections of this report,
the information regarding the specific communication channels and collabo-
rations, established by the company with each of his groups of interest, is ex-

panded upon.

In addition to these specific channels, over the last few years Red Eléctrica
has developed integral tools with which it seeks to strengthen relations with
its stakeholders, from a perspective of innovation. An example of this new
orientation are the dialogue platforms which they began to develop in 2008,
and the setting up of the DIGAME Stakeholder attention centre for external

stakeholders.



-4.14, 4.16-

1.Shareholders and investors
1.1 Institutional
1.2 Minority shareholders
2. Customers, market agents and regulating bodies
2.1 Organisations participant in system operation
2.2 Organisations participant in transmission of energy
2.3 Official bodies and administrations
2.4 Electricity market (agents)
3. Employees
4. Suppliers
4.1 Of goods and services
4.2 Of financial capital
4.3 Outsourcings
5. Partners
6. Social
6.1 Ministries, autonomous communities, confederations, etc.
6.2 City councils
6.3 Business institutions and associations
6.4 Educational and research centres
6.5 Unions
6.6 Financial analysts
6.7 Environmental groups
6.8 NGO's and Foundations
6.9 Society in general
7. Media and Press
8. Subsidiaries
9. Markets/ Sectors
Priority: ® High

RED ELECTRICA CORPORATE RESPONSIBILITY REPORT 2009

Normal

Low
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Classification of enquiries

Notification of Info.

DiGAME, Stakeholder attention service for attending
to external stakeholders

In July 2008, the DIGAME service was set up for the integral management of
the concerns raised by Red Eléctrica’s external stakeholders. This new chan-
nel is complementary to other specific channels such as the web application
«management of incidents and claims» in e-sios, used by electricity market

agents.

The new DIGAME service centralises the reception, registration, resolution
and closing of all the enquiries or claims received via the diverse channels
made available to the external stakeholders. Through this service, 1,854 en-
quiries were attended to in 2009 ((569 enquiries, 532 notification of informa-

tion, 627 requests, 72 claims, 7 suggestions and 47 recognitions).

Evolution of enquiries attended to by the DIGAME Service

number of enquiries attended to @ 2009 @ 2008 O No DIGAME Service
400 —
200 //
e
0
quarter 1 quarter 2 quarter 3 quarter 4

CLAIMS

www.ree.es
digamef(dree.es

Telephone: +34 91 728 62 15
Fax: +34 91 650 45 42




RED ELECTRICA CORPORATE RESPONSIBILITY REPORT 2009

Stakeholder Ombudsman

Within the framework of the corporate responsibility system, the role of Stake-
holder Ombudsman was created and whose functions are performed by the

Ethics Manager. Amongst its activities the following are noteworthy:

To develop the profile of requirements and expectations of the different
stakeholders of Red Eléctrica, jointly with the Department of Corporate Re-
sponsibility and Quality.

To carry out the monitoring of the framework for stakeholders relation jointly
with the Corporate Responsibility Management Committee.

To analyse the management of the stakeholders carried out via DIGAME and

to propose improvement actions. /

To manage the claims of the stakeholders when the DIGAME service identi-
fies a circumstance where, due to a lack of ethics or the agreed commit-

ment, its rights are seriously affected.

Dialogue platforms

This new communication channel, set up at the end of 2008, has represented

the establishment of a forum where knowledge can be exchanged and the as-

sumption of some commitments, by Red Eléctrica, shall gradually become a /
reality through the annual corporate responsibility programmes. Some ex-
amples are:

Producing a bulletin in which the most outstanding actions regarding cor-
porate responsibility are set out.

To encourage the fight against poverty to be taken up by employees and the
rest of the stakeholders.

To make a tool or application available which provides effective information

for NGO’s and foundations.



MANAGEMENT MODEL AND POLICY

e

54

Sustainability laboratory

Red Eléctrica has set up a sustainability laboratory conceived as an instru-
ment to strengthen the dialogue with stakeholders, that can be defined as a
space for the design and development of sustainable projects, in collabora-
tion with local communities, to encourage the integration of the company in
those areas where it carries out its functions, fostering good relations with

neighbours and mutual benefit (see chapter 6).

Satisfaction surveys

A fundamental action of the stakeholder’'s management system involves the
systematic analysis of the requirements and expectations of these groups and
their degree of satisfaction in relation to products and services offered by Red

Eléctrica.
These perception studies are carried out by an external consultant by means

of surveys [(quantitative analysis) and interviews (qualitative analysis), so that

the independence and confidentiality of the process is guaranteed.

Evolution of the global satisfaction of stakeholders

10

2005 2006 2007 2008 2009
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In 2009, perception studies of the following stakeholders were carried out: in-
stitutional investors, minority shareholders, suppliers and social groups. In-
ternally, a social climate study was carried out and employees were surveyed

regarding aspects related to IT services and energy efficiency.

In the following table of indicators regarding the process of management of
stakeholders, are the global indicators of the external evolution of the per-
ception, valuation and self-evaluation studies. The breakdown of this data, as
well as other related indicators by stakeholder group, are contained in the

chapter “Responsibility towards society”.

Overall degree of satisfaction 7.4 7.5
Degree of satisfaction of the quality of services 7.8 7.8
Image and reputation 7.0 7.1
Responsible and ethical member 6.9 7.4
Development of CR 6.8 6.9
Periodical dissemination of information 6.3 6.5
External assessment of the management of stakeholders ) 95 95

(0-100) (DJSI

Self-evaluation

Degree of compliance of the annual CD programme (%) 88.0 86.2
Degree of compliance of the CR policy (%) 90.1 94.0
Internal customer evaluation of the CR management (0-10) (*) n/a 7.2

[*) The internal customer satisfaction survey is conducted every three years.
In 2006 the management of the corporate responsibility programme was assessed for the first time.

7.7
7.8
8.3
8.2
8.0
7.6

87

87.2
93.6

n/a

7.7
7.6
8.3
8.2
8.0
7.6

70

93.5
98.8

n/a

7.6
7.5
8.1
8.1
8.0
7.5

73

91.0
98.9
8.0
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Internal evaluation

Red Eléctrica counts on a series of tools to evaluate the level of compliance
and efficiency of its results regarding policies, strategies and defined key ac-
tivities. Amongst these, it is worth noting the global Balanced Scorecard, a
system of indicators which measures the degree of evolution of all the strate-

gic parameters, and is an essential tool for continuous improvement.

The Corporate Responsibility Balanced Scorecard was incorporated in 2005.
This scorecard is comprised of 21 indicators linked to the Corporate Respon-
sibility strategy, with the objective of evaluating the results in each of the cor-

porate responsibility system management vectors.

In order to ensure that the applicable objectives of internal control regarding
corporate responsibility are fulfilled, in the first months of 2010 an internal
audit of the system has been carried out and the report of the findings is in-

cluded in the Annex section of this document.

External evaluation

The performance level Red Eléctrica within the scope of corporate responsi-
bility is analysed and evaluated by certifying entities, evaluation agencies and
opinion organisations, whose results represent one of the main sources of in-
formation for learning about management models and their ongoing im-

provement.

Management system certification
During 2009, Red Eléctrica de Espana and TDE in Bolivia both successfully

passed maintenance audits in compliance with SA8000 regulation.
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This certification, attained for the first time in 2005 in Spain and 2007 in Bo-
livia, recognises the respect of the company for the Universal Declaration of
Human Rights, the United Nations Convention on the Rights of the Child, as
well as the main agreements on labour rights advocated by the International

Labour Organisation (ILO).

In addition, the Red Eléctrica Group has obtained the certification for corpo-
rate responsibility system management in compliance with the RS10 guide:
Management System for Social Responsibility from AENOR. The guide covers
the requirements that the company must comply with respect to universal
rights and principles, as well as those related to its activity: respect for Human
Rights, suppression of child and forced labour, non-discrimination and equal-
ity in the eyes of the law, equal opportunity and environmental protection

within a framework of sustainable development.

————
\

-

Evolution of the Dow Jones Sustainability Indexes evaluation
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Entity

Dow Jones_
(. Sustainability Indexes

Member 2009/10

samq

¢ BB

FTSE4Goed

-g __ Vigee

Global
Challnges i W
b Prime
e — UG
shomrasoarch

M FCPI

Observatorio

de Responsabilidad Socil
Corporativa

OF:

Indexes

Dow Jones Sustainability
World Index

FTSE4Good
FTSE4Good IBEX

Ethibel Excellence

Global Challenges Indexes

ECPI Ethical Index Global
ECPI Ethical Index EMU

CSR Observatory

RSE Observatory
(Responsabilidad Social
de las Empresas)

-2.10-

Observations

Included in the index for a fourth
successive year, obtaining
a score of 74 points in 2009.

Permanence in the index since 2008.

Permanence in the index
since its launch in 2008.

Permanence in the index since 2008.

Selected as the second best company

in the sector with a B «Prime»
qualification.

Included in both indexes in 2009..

First position for
the fourth successive year.

Firs position in the first, third
and fourth editions.



Entity

merco

Monitor Empresarial de Reputacién Corporativa

2010
bronze class

) sam

BEST IN CLASS
d

environmental an
social performance

STOREBRAND SRI

GF """""":'.ﬂ '"

® @ @\ Asociacion Espafiola de
® ® ® § Accionistas Minoritarios

® ®®J de Empresas Cotizadas

G-* Cambra de Comerg de Barcelona

Indexes

Spanish corporate
reputation monitor

SAM Sustainability
Yearbook 2010

Storebrand Investments SRI

Goldman Sachs

Spanish Association
of Minority Shareholders
of Listed Companies (AEMEC)

Camara Oficial de Comercio
Industria y Navegacion
de Barcelona

RED ELECTRICA CORPORATE RESPONSIBILITY REPORT 2009

Observations

mercoEMPRESAS: position 55..
mercoLiDERES: position 54.
mercoPERSONAS: position 28.

Distinction «Bronze Class». REE is ranked
within the World's top 15 best companies
in the «utilities» sector.

Selected as one of the 14 leading
companies in its sector.
Distinction «Best in class».

Included since 2008. Leader in 2009 in
quality management and capital return.

2009 AEMEC Award for the «Best
Minority Shareholder Initiative».

Honorable mention in acknowledgement of the

completeness and clarity of the information
made available to shareholders
and to the market..
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Evaluation on the corporate responsibility observatories

Social corporate responsibility in the annual reports of Ibex 35 companies. CSR Observatory

Report contents Management system Corporate governance Global qualification
06 07 08 08 06 07 08 08 06 07 08 08 06 07 08 08
Ibex 35 Ibex 35 Ibex 35 lbex 35
Average Average Average Average

Culture, policies and responsibility practices of Ibex 35 companies. RSE Observatory

Information, transparency Policies and management
and management systems results Global qualification
06 07 08 08 06 07 08 08 06 07 08 08
Bestin Bestin Bestin
Ibex 35 Ibex 35 Ibex 35
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Exchange of experiences -so5-

Red Eléctrica is a company conscious of the importance of having the dis-
semination and promotion of corporate responsibility as much in the fabric of
business as in that of society. For this reason, it has continued participating
in the various external initiatives both in Spain and in those other countries

where it has a presence.

In TDE (Bolivial, it worth noting the organisation and sponsorship, along with
CIER the Bolivian Committee, the Social Responsibility Enterprise in the
Electricity Sector Forum, with the collaboration of authorities within the sec-
tor, international specialists on the subject and representatives of the com-
panies from the sector. Additionally, REDESUR has participated in a session
on social responsibility enterprise in the electricity sector, held in Mexico in
March 2009.

Within the scope of Spain, numerous promotional activities have been car-
ried out including external dissemination. Internally, Red Eléctrica has con-
tinued carrying out awareness activities for the employees in the field of
corporate responsibility, as a part of its backing for the education and train-
ing to the workforce. In the Bolivian company TDE, noteworthy is the Second
Internal Corporate Responsibility Workshop carried out with workers’ repre-
sentatives in which all aspects related to Human Rights and working funda-

mentals were dealt with and evaluated.

Similarly, a Code of Ethics dissemination campaign has continued to be car-
ried out in all companies of the Group. In Spain, the first stage of presenta-
tions carried out by the Ethics Manager has been finalised, including to those
regional areas and delegations which were pending. As for Bolivia, it has con-
tinued with the dissemination of the Code, the corporate responsibility policy
and aspects related to Human Rights not only to the entire workforce but also
to the personnel of contractors, and similarly, this has been disseminated to

the nineteen people who make up the workforce in Peru.

\
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CR Management system
NH Hotels, Grupo Tragsa, Aeropuertos Espanoles, member companies of the Sustainabi-
lity Excellence Club.

Multi-sectorial study regarding the state of CR in Great Enterprises in Spain
Sustainability Excellence Club.

Study regarding standardisation of CR information
Spanish Accounting and Business Administration Association (AECA).

Corporate Benchmarking: Economic impact of CR on companies in the energy sector
Japan Electric Power Information Centre.

Management of responsible suppliers
Achiles South Europe.

Social responsibility in the electricity sector
Comision de Integracion Eléctrica Regional en Bolivia.

Methods for social action in communities
Universidad de las Islas Baleares.

Dialogue management with Stakeholders (interest groups)
Camara de Madrid, Instituto de Empresa.

CR Management system
Escuela de Organizacion Industrial.

Development of research projects
Universidad Politécnica de Madrid y UNED.

Working group of CR Directors
Escuela Superior de Administracion y Direccién de Empresas (ESADE).

Council of CR experts

Instituto de Estudios Superiores de la Empresa (IESE).

Research for doctorates in CR

Universidad Juan Carlos, Universidad Carlos Ill, Escuela Superior de Ingenieros Industriales.

Collaboration in educational programmes in their final stage
Universidad de Castillay Ledn.
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-4.12, 4.13-
United Nations Global Compact

All the companies which comprise the Red Eléctrica Group joined the Global
Compact, an international initiative promoted by the United Nations to ensure
that companies take on board the ten principles of conduct relative to Human
Rights, working conditions, the environment and corruption. 2002 saw the in-
corporation of the parent company in Spain and in 2007 TDE in Bolivia and RE-
DESUR in Peru. The progress reports presented to evaluate this commitment
and confirm the advances made, are available on the United Nations Global

Compact website http://www.unglobalcompact.org

Caring for Climate

In 2008, the Red Eléctrica Group also joined the Global Compact’s joint initia-
tive Caring for Climate: the Business Leadership Platform, the United Nations
Environment Programme (UNEP) and the World Business Council for Sus-
tainable Development (WBCSD). With this adherence, the Company has indi-
cated its commitment to adopt energy efficiency measures to reduce CO:
emissions and to collaborate jointly with other public and private institutions

in the challenges raised by climate change.
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The European Alliance for CSR

The Bali Agreement

Red Eléctrica is among the 150 companies on a world level who have signed
the Bali Climate Agreement 2007, prompting the UNO to establish a legal

framework to combat climate change .

European Alliance for CSR

In 2006, Red Eléctrica joined the «European Alliance for Social Responsibility
of Companies» initiative in order to inform the European Parliament, the na-
tional Governments and the public opinion about its vision of CSR and the
routes to encourage it, as a key component of the European strategy for the

sustainable development.

Carbon Disclosure Project

Red Eléctrica has participated in the Carbon Disclosure Project (CDP), a study
carried out in Spain with the participation of Ecology and Development
(Ecologiay Desarrollo) as a local partner. The study concentrates on the risks
and opportunities regarding climate change, plans to reduce emissions and
transparency in corporate activities to mitigate climate change. The CDP is a
project whose mission is to facilitate dialogue between investors and compa-
nies in matters related to climate change. The public responses of Red Eléc-

trica are available on www.cdproject.net.

Ibero-American Charter for Sustainable Management

TDE, the Bolivian subsidiary of the Red Eléctrica Group, joined the Ibero-

American Charter for Sustainable Energy which is driven by the Ibero-Amer-
ican Foundation of Quality (FUNDIBEQ)].
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Other initiatives

Since 2007 REDESUR has presided over the Social Responsibility Committee
of the Spanish Chamber of Commerce in Peru, an entity which facilitates the
furtherance of socially responsible business models of member companies
within its organisations. REDESUR also participates in the social responsibil-
ity committees of different Peruvian business organisations (CONFIEP,
SNMPE, CCL).

-4.13-

Participation in entities, bodies and associations is a source of value for the
Company and all its stakeholders. Red Eléctrica is present in numerous na- A
tional and international organisations and collaborates actively on their gov-
erning bodies, study committees, standardisation and working groups. Nearly
140 people from all areas of the company participate in them, jointly dedicat-
ing nearly 10,000 hours annually. Amongst the key entities, the following are

noteworthy:

ENTSO-E (European Network of Transmission System Operators for Electricity)

This association was created on 19 December 2008, being one step ahead of the indications included in the Third Legislative
package regarding the Interior Energy Market, and in particular Regulation 714/2009 of the European Parliament and of the
Council 13 July 2009, relative to the conditions for access to the grid for cross-border trade of electricity, regarding the obliga-
tion of all the European TSOs to cooperate at the European community level by means of the creation of a European grid of

TSO0s. Red Eléctrica is founder member.

CIGRE (International Council on Large Electric Systems)

Organisation which brings together electricity companies, manufacturers of goods, engineering companies and research
centres throughout the world with the aim of exchanging technical knowledge. Red Eléctrica holds the position of Presi-

dent and Secretary of the Spanish Committee.
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EEI (Edison Electric Institute)

Association of electric power companies from the USA and affiliated international companies. Red Eléctrica participates in fi-

nancial conferences with analysts and investors in the sector.

ETSO (Association of European Transmission System Operators)

An association which operators in the European Union, Switzerland and Norway take part. Red Eléctrica is a founder member

and maintains an active participation in the association and is part of the Management Committee.

IESOE (Electricity interconnection with South East Europe)
This organisation incorporates RTE (France), REN (Portugal), ONE (Morocco and Red Eléctrica (Spain). Its aim is to analyse the

behaviour of the electricity interconnection grid of these countries and draw up initiatives to perfect its operation. Red Eléctrica

holds the position of President and Secretary.

MEO (Mediterranean Energy Observatory)
Set up in 1991 by thirty energy companies (electricity, gas and petroleum). Its objective is to encourage collaboration between the

main companies in the energy sector which operate in the Southern Mediterranean basin and encourage dialogue between go-

vernments, the European Commission and other international organisations regarding energy issues in the Mediterranean.

UCTE (Union for the Co-ordination of Transmission of Electricity)

Association which coordinates the transmission system operators of the 23 countries of Continental Europe. The common
aim is to guarantee the security of the interconnected electricity system, a task that has been fulfilled for the past 50 years.
The UCTE grid supplies 450 million people (530 GW of installed power, 2,500 TWh of consumed energy and 220,000 km of
transmission lines). On 30/6/2009, this association was dissolved and its responsibilities and activities were transferred to
ENTSO-E.

TSO-International Comparison

An International association of European, Asiatic, South African and American Electricity System Operators. Their mission is
to exchange information on the present and future operating practices of the system, in order to establish comparisons and

references.

VLPGO (Very Large Power Grid Operators]

An international initiative which groups the major operators of the world’s electricity systems, representing together more than

60% of the electricity demand in the world.
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STRUCTURAL AND CORPORATE GOVERNANCE VECTOR

e Improve the structural bases of the corporate responsibility management system

* Redesign the Corporate Responsibility Balanced Scorecard

e Develop integral training systems in Corporate Responsibility

e Contribute to the attainment of the Millennium Development Goals

e Participate in international projects in the field of CR

* Awareness programmes for the dissemination of the new corporate values and the Code of Ethics principles
e Signposting oriented towards reinforcing the corporate values

e [dentification and implementation of best practises in corporate governance

TECHNICAL - ECONOMIC VECTOR

» Awareness of Red Eléctrica’s Corporate Responsibility criteria regarding suppliers (Phase I1]

» Design and implementation of a new CR compliance monitoring and evaluation system for suppliers

e Verification of the validity of the CR designs, contents, projects and results with respect to RSE 165010 standard
* Programme of projects for the improvement of the external reputation of the Company

e Improvement of excellence management

INTERNAL SOCIAL VECTOR

e Advancements in measures for improving the work-life balance

e Programmes for the personal and human development of employees

e Programmes for the improvement of workplace and work environment
* Occupational health and safety programmes

e Deck of cards: Occupational health and safety

e Improvement measures in the occupational health and safety scope
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EXTERNAL SOCIAL VECTOR

e Sustainability Laboratory

* Dissemination of the DIGAME Stakeholder attention service for external stakeholders
* Redesign of the stakeholder management system. Stakeholder and relations guide

¢ Qualitative and quantitative surveys and studies with stakeholders

 Design of a communication protocol via web for crisis and emergency situations

e Design of a new means of communication for corporate information in line with environmental efficiency criteria
« Development of the management capabilities of the Tercer Sector (non-profit sector)
¢ On-going improvement of the accessibility guidelines of the corporate website

e Corporate Volunteer programme: develop new projects

e Improvement in accessibility to the administrative work centres

e Promoting best practise information in the Business sector

e Investor Day.

ENVIRONMENTAL VECTOR

* The REE Forest

e Creation of the REE Group nature school

e Projects for the improvement of the efficient use of natural resources

e Projects for the conservation of birdlife

e Projects for the conservation of vegetation

e Green Suggestion Box: staff suggestions for projects for the protection of biodiversity
e Development of environmental research projects

e Improvement in the waste separation systems in the workplace

e |Installation at Head Office of charging stations for electric vehicles
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STRUCTURAL AND CORPORATE GOVERNANCE VECTOR

¢ Diagnosis of the materiality of the Red Eléctrica Group 2010-2015.

e Creation of the Employee Consultancy. Redesign of the CR organisational structures.

e Design, identification and establishment of the foundations for the management of the internal CR audit process.
e Design of the 2010-2015 Comprehensive training plan for corporate responsibility matters..

e Exchange of corporate responsibility experiences with leading Spanish companies.

e Collaboration in the design of a governmental observatory model regarding the RSE of the Spanish government.
e Contribution to the fulfilment of the Millennium Development Goals.

* Code of Ethics 2010 edition. Methods for its integration and adoption by employees. .

¢ Knowledge update programme for board directors in regards to the Company. .

e Strengthening of the role of Corporate Responsibility and Governance Committee.

e Creation of the CR channel of the board director.

TECHNICAL - ECONOMIC VECTOR

* Redesign of the content and scope of the technical - economic vector.

e IndicadoRSEs Project: re-engineering of the system of measurement.

¢ ValoRSE Project: 360° evaluation system regarding the services, processes and value added to stakeholders.
e Advancement in the integration of CR concepts in the internal process for supplier management.
» Corporate responsibility indicators for the Procurement Management Department.

e Evaluation of the status of supplier adoption of the corporate responsibility.

* Redesign of excellence evaluation system.

e Improvement projects for intangibles of the Company.

e Triple income statement: establishment of criteria and basis for its calculation.

* Digital invoicing for services to customers.

e Development of R&D&i.
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INTERNAL SOCIAL VECTOR

e SeguRSEridad Project and occupational health.

¢ Advances in the work-life balance. Family support.

¢ Improvement of accessibility and integration of the disabled.

e Programmes for the development of talent and professional advancement.
e Programmes for the improvement of labour environment.

¢ Programmes for internal integration, communication and involvement.

EXTERNAL SOCIAL VECTOR

¢ Re-engineering of the management system of the external social vector: bases, scope and management metrics.

» Sustainability laboratory (advances).

¢ Development of sustainability projects with local communities. .

e Actions for the development of the relations with the national and autonomic public institutions.
e Scrutiny of the corporate responsibility implementation as per stakeholders’ views.

e Evaluation of the needs, expectations and level of satisfaction of stakeholders.

e Development of the management capabilities of the Tercer Sector.

¢ On-going improvement of the accessibility guidelines of the corporate website — AA level.

e Promotion of the best practices information within the company fabric. .

e Corporate volunteer projects.

ENVIRONMENTAL VECTOR

¢ BiodiveRSEdad: definition of the REE strategy and development of biodiversity conservation projects.
* RSEficiencia: development of projects adhered to the Red Eléctrica eficiente trademark

* Mitigation of climate change. Emission reduction/compensation objectives.

e Improvement in the control of basic material in the company’s processes.

¢ Development of an environmental training plan.

e Landscaping integration of buildings.



The objective of the Red Eléctrica Group is to
become a model company, integrated in society
and which is responsible, efficient and
sustainable.
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The responsibility of Red Eléctrica is to provide a
quality service to society, by means of an efficient
management of the operation of the Spanish
electricity system and a sustainable development of
the transmission grid

735

million
euros invested
in the grid

The commitment we under-
take in the performance of

these functions drives us to:

¢ Permanently create
value for our customers,
shareholders, employees,
suppliers and society in
general.

¢ Contribute to the
guarantee of a quality,
safe and efficient
electricity supply.

* Work towards the
achievement of a
sustainable
energy model.
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Red Eléctrica’s corporate management maintains a clear orientation towards

efficiency and the permanent generation of value.

In 2009, the company achieved highly satisfactory results, confirming its ex-

pectations of profit growth and profitability ratios.

Red Eléctrica obtained
satisfactory economic
results, confirming its
growth expectations

The consolidated net turnover was 1,200.1 million euros and its growth, 6.6%,
was due fundamentally to an increase in the asset base remuneration as a re-

sult of the facilities commissioned in 2008.

The gross operating profit (EBITDA] reached 845.6 million euros, signifying a
growth of 9.6% with regard to 2008.

The after tax result grew to 330.4 million euros, representing an increase of

15.5% on that achieved during the previous fiscal year.
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The investments made during this fiscal year reached 758.6 million euros,
19.4% more than in 2008. Of this figure, 734.8 million euros corresponded to

investments in the Spanish peninsular transmission grid.

Net financial debt of the Group at 31 December 2009 rose to 3,122.2 million
euros. With regard to the type of interest, 76% of the debt is fixed rate, whereas

the remaining 28% is variable rate.

The average cost of the financial debt of the Group was 3.49%, having the av-
erage balance of the debt established at 3,153.3 million euros. In 2008, the av-
erage cost of debt was 4.39% and the average balance of the debt was 2,911.1

million euros.

Additionally, on 31 December 2009, the Group’s net equity reached 1,439.2

million euros, increasing 7.7% with respect to 2008.

The Red Eléctrica Group has maintained its stable credit ratings: AA-/A-1+
awarded by Standard & Poor’s and A2 by Moody’s, which confirm its high level
of solvency and financial strength, as well as the low risk and the strategic

importance of its main activity.

-EC1-

This indicator, based on the GRI method, indicates the generation of economic
value of the Red Eléctrica Group and its distribution amongst the different

stakeholders.
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€ million
Economic value generated (EVG)
Net turnover

Other net income and losses !

Economic value distributed to stakeholders (EVD)
Stakeholders
Employees: Personnel costs
Company: Tax on profits
Investments in the community
Suppliers: Other operating expenses @
Shareholders: Dividends ©
Other capital providers : Net financial costs
Retained economic value (EVR)
Reserves

Repayments and depreciations @

N.B.: Data obtained from Consolidated Annual Accounts

(1) Includes: Other operating income / Net results by equivalence / Results from disposal of non-current assets / Capital grants / Other deferred income transferred to

the result for the year / Works carried out by the company for its asset side.
(2) Supplies and other operating costs (excluding investments in the community).
(3] Includes the interim dividend and complementary dividend.

2006
960.9
949.3

11.7

(600.7)

(84.9)
(80.7)
(1.8)
(215.7)
(121.0)
(96.7)

360.2
79.2
281.0

(4] Includes: Repayments / Depreciations (Includes mainly provisions for deterioration in assets value).

-

2007
1,065.6
1,030.9

40.1

(705.8)

(92.6)
(118.5)
(2.7)
(243.9)
(146.9)
(107.2)

359.8
96.1
263.7

2008
1,160.7
1,125.9

34.8

(792.2)

(93.9)
(128.9)
(2.7)
(283.8)
(172.8)
(110.1)

368.5
113.3
255.2

2009
1,239.2
1,200.1

39.1

(798.6)

(104.2)
(130.7)
(2.1)
(277.3)
(199.8)
(84.5)

440.6
130.6
310.0
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Shareholders 2005 2006 2007 2008 2009
Dividend per share (in euros) 0,7304 0,8984 1,0871 1,2797 1,4781
Dividend over net consolidated profit (pay-out) % 60,8 60,7 60,5 60,5 60,5

Customers (Group)

Turnover (€ million) 860,2 949,3 1.030,9 1.125,9 1.200,1

Total investments (€ million) 755,5 529,6 727,8 635,1 758,7

Supplier (purchasing)

REE Spain (€ million) 462 526 1.038 902 687

TDE Bolivia (€ million) 6,7 9,2 6,0 4,8 4,5

Employees (Group)

Total salary expenses @ (€ million) 78,1 84,9 92,6 93,9 104,2
REE+REC Spain 75,1 80,9 85,7 90,0 97
REI Spain 1,4 1,3 1,6 0,5 0,4
TDE Bolivia 2,4 3,2 2,8 3,0 3,7
REDESUR Peru (participated in 33.75 %) 0,4 0,3 0,3 0,4 0,5

Capital providers (Group)

Financial expenses (€ million) 108,4 102,1 11,4 17,2 91,2

Reserves (€ million) 692,2 751,5 932,3 1.066,0 1.168,6

Company (Group)

Tax on earnings (€ million) 85,3 80,7 118,5 128,9 130,7
REE+REC Spain 84,8 83,1 113,8 121,7 138,5
REI Spain -1,1 -4,5 2,1 3,2 (11,8)
TDE Bolivia 1,5 1,4 1,4 4,3 1,2
REDESUR Peru (33.75 % Stake) - - 1 0,8 1,5

Subsidies (3) (€ million) -EC4- 9,0 10,5 12,3 12,9 13,7
REE+REC Spain 8,9 10,5 12,3 12,9 13,7
REI Spain 0,1 0,0 0,0 0,0 0,0
TDE Bolivia 0,0 0,0 0,0 0,0 0,0
REDESUR Peru (33.75 % Stake) - - 0 - -

Investments in the community ¥ (€ million) 1,2 1,7 2,7 2,7 2,1

(1) Purchase orders carried out.

(2 Includes wages and salaries, social security, pension fund contributions and other concepts. Final figures refer to the consolidated Group and include International
Financial Reporting Standards (IFRS) adjustments.

(3] Capital subsidies and other deferred income transferred to the results.
(4] Organisations, institutions, educational, environmental and social projects (Group).
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Until the beginning of March 2009 the Equities markets continued with the
falls that began the previous year, from that point on a strong recovery of the
markets took place which allows 2009 to be described as the best over the
last 5 years in indexes, as important as the Nasdaq, Dow Jones, the FTSE or
IBEX 35.

The explanation for this behaviour can be found in the strong backing that gov-
ernments and central banks provided to the markets from the beginning of
the year, by means of the application of wide-ranging monetary and fiscal poli-
cies. This behavioural difference has also spread to the evolution of the dif-
ferent sectors which the indexes contain. Both the US and the European stock
exchanges have seen revaluations in excess of 50%, as those experienced by
the financial sectors or that of the commodities market, with others which

were below 15%, such as telecommunications or utilities.

The Spanish stock exchange has not been immune to these trends. The in-
crease of close to 30% of the IBEX 35 due to the revaluation of more than 60%
of the banking sector combined with others which were much more modest
and even lower, like those in the petroleum and energy index, which underwent

a drop of almost 3%..

Evolution of the principal stock market indexes
50 %
40%
30%
20%

10% 78
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Evolution of the share Price and daily volume
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In this context, the share price of Red Eléctrica closed 2009 at 38.82 Euros,
which signified a revaluation of almost 8%, below that obtained by the IBEX
35, but surpassing the behaviour of the power sector in which it is located.
However, if we look at the behaviour of the last two years, we see that the share
price during that period dropped 10.2%, widely improving the behaviour of the
IBEX 35, which registered a fall of 21.4% in this period.

In 2009 as a whole, 197.1 million shares were negotiated, which represents a
multiple of 1.46 of the share capital of the company. Cash sales were 6,444
million euros. As in the rest of the market, the volume of shares negotiated in
Red Eléctrica reduced with respect to the previous year, in which 331.3 million

shares changed hands representing a cash figure of 12,750 million euros.
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Dividend distribution

The payment to the shareholder in the form of a dividend increased by 15.5%,

which confirms the attractive policy of dividends maintained by the company.

The gross dividend proposed at the General Shareholders’ Meeting allocated
for the 2009 fiscal year is 1.4781 euros per share. On 4 January 2010, a gross
interim dividend of 0.5115 euros per share was paid, leaving 0.9666 euros

per share pending, as part of a complementary gross dividend for the 2009

fiscal year.
Principal stock exchange indicators 2005 2006 2007 2008 2009
Total number of shares 135,270,000 135,270,000 135,270,000 135,270,000 135,270,000
Number of outstanding shares 94,689,000 94,689,000 108,216,000 108,216,000 108,216,000
Nominal share value (euros) 2 2 2 2 2
Share value (euros)
Maximum 23.75 37.09 4514 46.00 39.80
Minimum 15.95 24.70 27.81 26.80 26.85
Average 21.09 29.22 34.97 38.51 32.68
Close 26.16 32.49 43.24 36.00 38.82

Market capitalisation at close of fiscal year

(€ million) 3,5638.7 4,394.9 5,849.1 4,869.7 5,251.2
Earnings per share (EPS) (euros) 1.20 1.48 1.80 2.12 2.45
Share price / EPS (PER) (times) 21.79 21.96 24.06 16.98 15.84
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Guaranteeing the quality
and security of supply -eue-

Transmission grid planning -eu1o, Eu23-

Energy planning as contained in the document “2008-2016 Planning for the
Gas and Electricity Sectors. Transmission grid development” was approved by
the Council of Ministers in May 2008. This planning contemplates an ambi-
tious programme of construction of new facilities for the electricity transmis-

sion grid, whose investment is over 8.5 billion euros.

The function of Red Eléctrica, as system operator and manager of the trans-
mission grid, has consisted of identifying future development needs of said
grid. Therefore, Red Eléctrica has drawn up the consequent demand forecast
analyses and its coverage, as well as the technical adjustment studies of the

transmission grid.

During 2009, Red Eléctrica collaborated with the Ministry of Industry, Tourism
and Commerce on the update of the annual programme of transmission grid
facilities. This document is an instrument to introduce adjustments in the cur-

rent planning.

In order that the objectives of competitiveness, security and sustainability as
demanded under the energy planning, Red Eléctrica has forecasted an in-
vestment plan for next the five years of 4 billion euros. This investment com-
mitment will be oriented mainly to the structural strengthening of the
transmission grid, improving the meshing of grid nodes and creating new

transmission axes.
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2016 Planning horizon
Planned lines — 400 kV — 220 kV
Existing liines — 400 kV — 220 kV

Access to the transmission grid -Eu23-

During 2009, Red Eléctrica continued to manage the procedures for access

and connection to the transmission grid with transparency and equality for

\ the agents who foresee incorporating their facilities into the electricity sys-

tem, equally for generators, distributors or consumers.

] The following graph shows the evolution of the requests for access with a fore-

seen connection to the transmission grid managed by Red Eléctrica over the

past few years.

Transmission grid access

MW-MVA @ Ordinary regime generation (MW) @ Special regime generation (MW) - Non-Wind power
20,000 @ Special regime generation [MW) - Wind power @ Demand + Distribution (MVA)
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Transmission grid development

One of our objectives is to construct a meshed, robust and reliable transmis-
sion grid, whose development is carried out with the utmost respect to the en- Investment in the
vironment, selecting those locations and routes representing the least transmission grid is
oriented to the
strengthening of grid
meshing and the
reinforcement of

international
inforcement of international interconnections, with the purpose of providing a interconnections

social-environmental impact.

To this end, Red Eléctrica is carrying out an important investment plan focused

especially in the strengthening of the transmission grid meshing and in the re-

greater security of supply and increasing the capacity of energy transmission.

During 2009, the programme of transmission grid extension and improvement

had the following as noteworthy activities:

° The development of the transmission grid in Catalonia and advancing with
the interconnection works with France.

° The strengthening of the transmission grid in the country’s northern basin.

* The connection of the north-western zone of the peninsula with the central
zone, that will facilitate the evacuation of the wind power generation from
Galicia, as well as the connection with Asturias.

° The development of the electricity axis that spans the region of La Mancha
(Spain), which will strengthen the connection between Levante and the cen-
tral zone.

* The support for powering the High Speed Trains.

» The advancement of the electricity interconnection works between the Span-

ish Peninsula and the Balearic Islands.

With these activities, which have signified a record investment of 735 million
euros, 432 km circuit of new line and 223 new busbars in substations have been

commissioned. In addition, load capacity has been increased in 652 km of lines.
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km of circuit

400 kV

220 kV and less
Number of busbars

400 kV

220 kV and less
Transformers (MVA)

Investment in the transmission grid

€ millions
800

600

400

200

2005 2006

-EU4-

33,096
16,808
16,288
2,741
877
1,865
54,209

33,502
17,004
16,498
2,915
950
1,966
56,009

33,669
17,134
16,535
3,042
1,004
2,039
58,459

2008

34,322
17,686
16,637
3,162
1,055
2,108
62,859

2009

34,754
17,977
16,777
3,385
1,114
2,271
66,259

With regard to the transmission infrastructure that the Group manages inter-

nationally, it is worth mentioning the commissioning by TDE, in Bolivia, of the

extension project of the Southern System | (Sistema Sur ). This infrastructure

constitutes a vitally important installation within the National Interconnected

System to deal with the growth in demand of the south of the country. With

this project, investment made by TDE reached 62 million dollars over the last

six years.

Service quality of facilities -Euzs-

Red Eléctrica maintains the challenge of becoming an international reference

regarding management of transmission assets, concerning the efficiency and

service quality of their electricity systems.
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With this focus, every year it carries out a maintenance plan for its lines and
substations, with the purpose of maintaining their reliability and therefore
guarantees the transmission grid functions correctly, avoiding and reducing

non-availabilities of the facilities.

The maintenance plan, in which special emphasis is paid to specification
processes and quality control of the work, is focused mainly to the execution

of the following activities:

» Carry out periodic inspections to verify the current state of equipment.

 Application of preventative and predictive maintenance programmes.

» Developing plans for the renovation and improvement of equipment and sys-
tems.

» Using the latest and most modern international maintenance techniques
when carrying out live working on facilities.

° Design and development of equipment and systems to deal with emergency

situations.

The application of these types of ongoing activities contributes to transmission
grid quality indicators being highly satisfactory, year on year, in terms of avail-

ability and continuity of supply.

In 2008, Red Eléctrica set up a maintenance school for the training and re-
training of its technical personnel. In the school, in addition to the specific

training regarding technical maintenance, training in occupational risk pre-

vention, environmental protection and quality is imparted.

The effort we continually make regarding grid maintenance also bears fruit
during extreme situations, like those faced on 23 and 24 January 2009, when
strong winds from cyclone Klaus were registered, exceeding 190 km/h in zones
of the Cantabrian Cornice and Catalonia.
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-EU28, EU29-
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On these two days, 326 disturbances took place in the transmission grid, which
is equivalent to a quarter of all those which happened in 2008. In spite of this
extreme situation, the maximum demand affected during the worst point of
the storm was only 2.6% of the national demand, and only for a few minutes.
To this, it is necessary to add the excellent work carried out by more than 400
professionals who took part in the resolution of the problem, thanks to which
a difficult situation was able to be resolved with the minimal repercussions in
the electricity system. In addition, the high quality level of our facilities meant
that the Spanish electricity system supported the French system from 24 to 30
January. Had this support not been available, it would have been impossible

to maintain the electricity supply to a part of the south-east of France.

98.28 98.24 98.06 98.17 98.06
1.078 1.817 1.104 1.152 0.448
506 851 547 576 214

The electricity facilities managed by the Group internationally, through its sub-

sidiaries REDESUR and TDE, also have excellent levels of service quality.

In particular, the transmission grids of REDESUR reached an availability rate
of 99.74%, compared to 99.65% obtained in 2008, and no cuts in the electric-

ity supply, attributable to the company, have occurred.

With regard to TDE, during 2009 the excellent performance of the reconnec-
tion systems in Interconnected Trunk Distribution System has been main-
tained, having reached 98% of effectiveness. Similarly, it is worth mentioning
that no component exceeded the limits of frequency and duration demanded

and admitted in the registered disconnections.
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Strengthening of international interconnections

Interconnection with France

During 2009, INELFE, the company set up by Red Eléctrica and French coun-
terpart RTE, in order to build the interconnections between Spain and France,
has carried out the technical-economic and environmental studies regarding

the new electricity interconnection via the Eastern Pyrenees.

The new 400-kilovolt line will connect the substations of Santa Llogaia, in
Spain, and Baixas, in France, through La Junquera. In the section which
crosses the frontier, 70 kilometres in length, the line will be buried by means
of a ditch system to reduce its environmental impact. Burying the line means
that it must be a DC line, which also requires the construction of converter
stations along its entire route. This means, therefore, a complex and excep-
tional infrastructure, which will become one of the major challenges Red Eléc-

trica will face over the coming years.

The new interconnection
with France will increase
our exchange capacity
up to 2,800 MW (6% of
the maximum
peninsular demand)

For this reason, during 2009 intense work has been carried out, in collabora-
tion with manufacturers, to clarify and to define the most innovating aspects
of the project. As a result, INELFE at the end of year released the project spec-

ification, due to be commissioned in 2014.

X
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The construction of this new interconnection, deemed as being of high-prior-
ity interest by the European Union, will allow the present interconnection ca-
pacity of both countries to be doubled, hence reaching 6% of the maximum
Spanish peninsular demand. In addition, it will allow the integration of a
greater volume of renewable energy production, especially wind power en-
ergy of the Iberian system, which will contribute towards reaching the Euro-
pean objective of achieving 20% of the final consumption from renewable
energies. Additionally, this new line will guarantee the power supply in the

province of Gerona and for the future High Speed Train.

Interconnection with Portugal

During 2009, reinforcement works of the Duero and Andalusia axes have con-
tinued. Regarding the Duero interconnection, the new Lagoaca 220 kV (Portu-
gal) substation was commissioned, as well as that of Aldeadavila-Lagoaca 220

kV. This signifies the first step towards the new Aldeadavila-Lagoaca 400 kV in-

terconnection forecasted for 2010, which will allow an important increase in

§ 3 Wi
._EMFI-‘I._:“_ the commercial exchange capacity.
i) 8GR

In relation to the interconnection from Andalusia, the double circuit between
Guillena and Puebla de Guzman has been commissioned. At the moment, this
line is operated in 220 kV for the evacuation of energy from the wind farms in
the area, but it will function at 400 kV with the commissioning of the cross-bor-
der section (Puebla de Guzman-frontera). The anticipated commissioning date

of the interconnection, currently being processed, is 2011.

With these new interconnections, the objective of having a commercial ex-
change capacity with the neighbouring country of 3,000 MW is expected to be

reached.
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Contributing to a sustainable energy model

Leadership in the integration of renewable energies

In Red Eléctrica we are conscious of the challenge that sustainable develop-
ment and the fight against climate change brings, and for this reason we work
every day with the attitude of orienting our efforts and resources towards the

road to sustainability.

For this reason, our main contribution to achieving this objective is our res-
olute backing we maintain for the development of renewable energies, by
means of investment in electricity infrastructures which facilitate its evacua-
tion, the development of these clean energies, and especially through the im-
portant role played each day by our pioneering Control Centre for Renewable
Energies (CECRE]), which facilitates the maximum integration of renewable

energy into the system under secure conditions.

Following the line adopted in previous years, during 2009, intensive work con-
tinued to allow a greater integration of renewable energies into the electric-
ity system. This was done with the purpose of obtaining a greater share of
these energies in the coverage of the demand without effecting the security
and quality of the supply and also to reduce the emissions into the atmosphere
of CO2, derived from the production of electricity

With this intention, in 2009 not only was the control and monitoring of wind

power production consolidated, which since 2006 has been controlled by
CECRE, but also the control of the generation of the rest of the special regime
was increased, with real time monitoring of thermal solar energy, photovoltaic
solar energy and co-generation. These activities maintain CECRE as the world
reference control centre regarding the monitoring and control of renewable

energies.
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In 2009, energy of
renewable origin
covered 26% of the
electricity demand

90

This effort in integrating renewable energies has been reflected in the cover-

age of the demand, where noteworthy was the increase in the contribution of
renewable energies towards coverage in 2009, covering 26% of the demand,
compared to 24% in 2008.

Analysing this data by technologies, one observes that the largest growth was
registered by wind power energy and solar, whose contributions to the de-
mand rose to 13% and 3% respectively, (11% and 1% in 2008). In the extreme,
coal groups which have reduced their production by 25.8% covered just 12% of
the demand, which gave rise, for the first time ever in history, that wind power

energy exceeded that of coal in the coverage of the demand.

During 2009, wind power energy beat, on several occasions, previous histor-

ical wind power maximums of instantaneous power, hourly and daily energy.

Annual demand coverage 2009

Wind 13% ® Nuclear 19%
Solar 3% Coal 12%
® Remaining S.R. 14% ® Fuel/Gas 1%
® Hydroelectric 9% ® Combined cycle 29%

S.R..= Special Regime
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Thus, on 8 November, the latest record for daily wind power energy was reg-
istered which reached 45% coverage of the demand for that day, and at dawn

on 30 December the maximum of instantaneous wind power energy, with a \
contribution of 54% to the demand coverage. Nevertheless, the variability

characterized by this energy has given rise to extreme situations as produced

27 August at 09:49 am, in which it barely covered 1% of the demand. /

This increase in renewable energies and the smaller production of the coal

groups, together with the reduction in electricity consumption, that in 2009

has undergone a fall of 4.5% (the first negative rate since 1985), has con-

tributed to the reduction in CO2 emissions from the electricity sector, esti- —

mated to be 73.4 million tons, 16.6% less than in 2008. \

CO: emissions derived from the production of electricity

tC02/MWh
0.4

0.3
0.2
0.1

0
2006 2007 2008 2009

Contribution of renewable energies in demand coverage*

%
40

20

0
2006 2007 2008 2009

* Includes wind, hydroelectric and solar
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-EU7-

Red Eléctrica continues actively working on the development and disclosure
of demand side management measures oriented to making the objectives of
sustainability viable, as determined by the European Union in its energy strat-
egy for 2020.

In this way, demand side management initiatives are directed to fostering a
sustainable use of energy, with the purpose of contributing to the reduction of
the emissions which cause pollution, to the integration of renewable energies

and to a greater efficiency for the electricity system as a whole.

Amongst these initiatives, worth noting are those measures designed to
achieve a more balanced consumption profile and a greater flexibility in the de-
mand. Based on the type of impact produced in the demand curve, these
measures are classified in four groups: reduction of daily consumption, dis-

placement of consumption from peak hours to valley hours, filling of valley

hours and reduction of consumption in peak hours.

Classification of demand side management measures

/ Reduction in \ Displacing \ Filli W \ Reduction in \
consumption consumption itling vatleys consumption

to valley hours during system
peak hours
a 7 N
v v
L.y

=Improving =Hourly = Pumping stations = Interruptibility
efficiency discrimination * Future storage service
of equipment = Active impact technologies * Automatic

and processes on demand « Electric load management
= Energy market prices vehicles
saving

awareness

NS I\ I\ AN J
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The interruptibility service, that can be adopted by large industrial consumers,
is one of the demand side management measures operated by Red Eléctrica.
During 2009, new tools have been implemented to carry out a better man-
agement of said service, perfecting the model of relationship with the con-

sumers who provide this service.

Amongst these, noteworthy is the implementation of a visualisation tool de-
signed for the CECOEL control screens, which allows real time monitoring of
the interruptible demand put in service by the system operator, as well as the

visual monitoring of the fulfilment of interruptibility orders.

The demand side
management initiatives
have, as an objective,
achieving a more
balanced consumption
profile and an improved
demand flexibility

This year important advances in the characterisation of the demand by con-

sumption sectors have also been achieved. This characterisation contributes
new elements to explain the behaviour of the aggregated demand of the sys-
tem and allows an analysis of the potential of manageable demand that each
consumption segment can contribute. In particular, an industrial demand mon-
itoring system has been put into service, that has allowed an in depth analysis

to be carried out into the evolution of the consumption within this sector.
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Recarga
coche eléctrico

Moreover, 2009 has been the year of promoting the electric vehicle, due to the
energy and environmental advantages it offers. With regard to its integration
in the system, the electric vehicle is an element which will entail a large-scale
increase in the demand for electricity, but that presents the advantage of its
manageability. In addition, when charging during the night-time hours, it will
offer the possibility of filling valley hours, absorbing all the generation poten-

tial, above all wind power, which is available in the system during those hours.

With the aim of fostering its deployment, Red Eléctrica participates in differ-
ent working groups and forums, as well as in research projects that analyse
the future impact of electric vehicles and identify the infrastructures necessary
to successfully implement them. In addition, the company has been a pioneer,
with regard to promoting their development, installing four recharging points

in its work centres in Madrid and Seville.

In the scope of technological innovation related to demand side management,
noteworthy is the involvement in the ADM (Active Demand Side Management]
project, whose objective is to analyse the possibility that homes have of man-
aging their demand, making consumers an active part of the electricity sys-

tem, providing they have the suitable technology an equipment to do so.

Within the framework of collaboration with the International Energy Agency,
and within the “Demand Side Management” agreement, during 2009, lines of
research regarding “Demand Side management and climate change” and

“Branding of energy efficiency” have been carried out.
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-EC9, EU8-

Once the process to reinforce the strategic nature regarding research and
technological development in Red Eléctrica has been accomplished, through
the revision of the System for the Management of Innovation and the deploy-
ment of the Technological Plan during 2009, efforts have gone into reaching a
position of international reference regarding this subject, therefore fulfilling,

the technological vision of the company: to integrate technological innovation

as a strategic activity, securing a position of leadership within the TSO sector.

Regarding the aforementioned, it is worth highlighting the appointment of Red
Eléctrica as convenor of the R&D&i Working group ENTSO-E (the association
of European TSQO's) and their involvement in the SET-Plan programme (Strate-
gic Energy Technology Plan], as well as in the TWENTIES project (project led
by REE to obtain the maximum integration of renewable energies in the Euro-

pean electricity system).

The investment in R&D&i projects during 2009 reached 6.78 million euros,
distributed across a total of 64 current projects. The investment represents

0.61% of the company’s regulated income.

The efficiency, security of
supply and sustainable
development of the
facilities are the axes on

which the technological
innovation of the
company is channelled
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Within these projects a total of 123 technicians, 26 of them women (21.1%),
which represents 8.9% of the workforce and to which more than 32,000 hours

have been dedicated.

Area N° Projects % expenditure on R&D&i
Security of supply 35 55.4%
Competitiveness 1 21.6%
Sustainability 18 23.0%

Most significant projects

From a technological point of view, amongst the most significant projects car-

ried out during 2009, the following are noteworthy:

The trial installation of mobile transformers for emergencies.

The finishing of the unmanned helicopter for the inspection of lines.

The development a new model of bird safety device in the form of a cross.
The viability study of a superconductor cable prototype.

The study of operational reserves in the MIBEL

The studies of compensation due to losses and cross-border use of the grid.

In addition, Red Eléctrica has actively been involved in other projects, currently

underway, related to the energy efficiency:

The VERDE (Green) project, from the Ministry of Science and Innovation, on
the study of technologies for the large-scale introduction of the electric ve-
hicle into the system.

The ADM Project (Active Demand Side Management), whose objective is to demon-
strate that it is possible to manage demand in homes through telemanagement

technologies regarding consumption, in a favourable way for the system.
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European sustainability projects

During the 2009 fiscal year, several projects financed by the European Union
have successfully been completed in which Red Eléctrica also has partici-

pated:

EWIS: studies to facilitate the integration of wind power energy into the elec-

tricity system.

FENIX: analysis of the problems of generation distribution in the medium

and long term.

RESPOND: identification of efficient options in response to the market which
actively contribute to an efficient integration of renewable energy and gen-

eration distribution.

WIND ON THE GRID: preparation of the European electricity grid in order to
allow large scale integration of wind power energy.

In addition, in this scope it is worth noting the approval of the TWENTIES proj-
ect, which is led by Red Eléctrica. This project constitutes the great initiative
of the European electricity sector for the implementation of technologies that
allow the integration of renewable energy sources, particularly wind power, in
order to fulfil the objectives at a European level regarding energy efficiency

and sustainability.

In 2009, project MERGE was also approved (Mobile Energy Resources in Grids
of Electricity) to evaluate the impact that the massive introduction of the elec-
tric vehicles would have on the grid. Also, Red Eléctrica continues participat-
ing in the IS-POWER project, whose objective is to increase the integration of

renewable energies in isolated systems.

5,
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R&D&i Expenditure (€ million)
Percentage over regulated revenues
Number of projects

Number of patents

Environmental interest projects

In 2009, a study for the prevention of SFs gas leaks in high-voltage installations
began, along with a study to prevent fires caused by the electricity lines, being

done in collaboration with several companies.

In addition, diverse projects regarding the protection of birdlife are continually
worked on, amongst which noteworthy are: the investigation to minimize the
effects of the electricity systems in the Steppe birds and the detector for birds
colliding with grounding cables. These projects are explained in more detail in

the chapter “Environmental responsibility”.

2005 2006 2007 2008 2009
2.95 3.73 4.63 7.01 6.78
0.41% 0.42% 0.45% 0.66% 0.61%
45 60 56 62 64

0 1 0 1 0
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For the Red Eléctrica Group, people represent
one of its essential values. In addition, they are
the pillar on which its service vocation to
society and the commitment to sustainability
and ethical responsibility prevail regarding the
execution of its activities.

Stable and

quality
employment

The principal cornerstones of action within this scope are:

e The creation of stable and quality employment.
e Occupational health and safety protection.

e Social dialogue.

* Professional training and development.

e Equal opportunity and the work-life balance.

e Encouraging corporate volunteer work.
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SA8000

102

Satisfaction and development of people,
our commitment

The commitment of the Red Eléctrica Group regarding labour is expressed
through the implementation of policies, management systems and activities
oriented towards increasing satisfaction, motivation, commitment and the de-

velopment of the capacities of its workforce.

In accordance with this commitment, a new People Management model has
been defined which responds to the expectations of the employees and counts
on the support of both the company’s management and the social represen-
tation for its application and development. This model, that will be developed
and implemented next year, Integrates the elements which embody human
resources practices (professional classification, organisation, professional de-
velopment, performance appraisal, training, compensation model and selec-
tion) and their main purpose is to strengthen the company’s human assets

and to increase business efficiency.

The respect of the company regarding fundamental Human Rights is guaranteed
by the SA8000 (1) certification obtained in 2005, for REE and in 2007 for TDE in
Bolivia. In 2009 this certification was confirmed by means of the corresponding

monitoring audits for all the activities of Spain and Bolivia. -HR5, HRé, HR7-

In the audits the implementation of the legal requirements has been verified,
such as the operation and implementation of occupational risk prevention, the
requirements of supervision of subcontracted companies and requirements
regarding selection, training and the promotion of personnel, as well as the

non-discrimination in these processes.

(1) This certification recognises the respect of the company for fundamental labour rights. The contents of SA8000
certification are based on the different conventions from the International Labour Convention (ILOJ, on the UN Con-
vention on the Rights of the Child and on the Universal Declaration of the Human Rights, that consider the follo-
wing criteria: child labour, forced labour, occupational health and safety, freedom of association and the right of
collective negotiation, discrimination, disciplinary policies, working timetables, remuneration and management
systems. -HR5, HR6-
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Spain: REE + REC

Number of employees (total workforce)

Number of employees (average workforce)

Management team
Senior technicians
Intermediate technicians
Specialist technicians

Auxiliary technicians

Less than 25 years old
26 to 35 years old
36 to 45 years old
46 to 55 years old
Less than 55 years old

Average age (years)

Average time in the company (years)
Undesired external turnover (%)

Total turnover (%)

Creation of net employment (number of jobs)

Early retirements (number)

1,254
1,205

26
35
20
12

73
387
409
288

97

40.0
10.2

2.4
109

1,284
1,267

26
35
21

49
456
397
290

92

40.0
10.9
1.5
4.3
30
33

1,317
1,297

26
35
21

25
527
375
31

79

39.4
10.2
2.6
5.4
33
30

1,443
1,370

28
35
20
10

39
621
355
344

84

39.1
10.6
2.8
4.4
126
"
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1,523
1,488

28
36
20

31
652
385
354
101

40.0
11.0
1.0
1.7
80

0

continues >
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Bolivia: TDE
Number of employees (total workforce) 118 118 119 120 121
Number of employees (average workforce) 116 118 117 119 122
Management team 19 19 20 20 20
Senior technicians 33 34 34 35 35
Intermediate technicians 24 24 23 23 23
Specialist technicians 1 10 10 10 10
Auxiliary technicians 13 13 13 13 12
Less than 25 years old 2 1 3 3 1
26 to 35 years old 27 29 31 31 30
36 to 45 years old 35 34 30 27 28
46 to 55 years old 27 27 29 33 34
Less than 55 years old 9 9 7 7 7
Average age [years) 42 42 41 41 42
Average time in the company (years) 14 13 12 13 14
Undesired external turnover (%) 1.8 0.8 0.8 4.2 2.5
Total turnover (%) 2.7 3.4 5.9 5.0 3.3
Creation of net employment (number of jobs) 5 0 1 1 1
Early retirements (number) 0 2 7 1 0

(1) The REDESUR workforce has19 employees, distributed in the following way: management team 16%, senior technicians 11%, specialist technicians 37% and auxi-
liary technicians 37%. The average age is 37 years old.
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The workforce of the Red Eléctrica Group has grown 5.3% with respect to the
close of the previous year, reaching 1,679 people, which signifies the net cre-
ation of 80 new jobs in REE and REC. The highest growth was concentrated in
Spain, where the Group executes its main activity, where the workforce grew
5.5%, whereas the number of employees involved in the international activity
increased 3.3%.

The path of sustained growth in employment of recent years, is closely linked
to the necessity to face the important investments in the transmission grid
foreseen in the 2008-2016 Infrastructure Plan, approved by the Spanish gov-
ernment, as well as to the new functions derived from the implementation of

Red Eléctrica de Espana in the insular systems.

Workforce Evolution

Number of employees M REE+REC Red Eléctrica Group
1,800
1,443 1,523

1,400 1,254 1,284 1,317
1,000

600

200

2005 2006 2007 2008 2009
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The vast majority of the people who make up the Red Eléctrica Group (94.5%)
are in Spain. Regarding professional groups, the workforce is characterised by
having a majority of highly qualified people, in agreement with the highly spe-
cialised technical functions that all the companies of the Group carry out.

The average age of the Red Eléctrica de Espana workforce in 2009 was 40
years of age. Regarding the composition by age groups, the 26 to 35 age range
is most numerous (42.8% of the total). In the other extreme (with the excep-
tion of those under 25 years old and whose presence is scarce as the activi-
ties of the company require highly qualified professionals), are those over 55
years of age, 6.6% of the total and that according to the present Spanish leg-
islation, would meet the requirements to retire in the next five to ten years. -
EU15-

Workforce structure by professional group (%)

® Management team

® Senior technicians

® Intermediate technicians
Specialist technicians

Auxiliary technicians

-LA2-

The Group defines its workforce in a sustainable way considering that all the
job positions are permanent. All the employees occupy stable job positions.
Thus, 99% of the Group have indefinite contracts, and the remaining 1% of the
people are on training contracts that will become permanent contracts after

a period of time.
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This stability positively affects the sense of belonging and commitment of the
employees to the corporate project, as demonstrated with the average length
of service being over 11 years in all cases and an undesired turnover that
barely reached 1% this year, in REE.

-LA1-

Spain (REE+ REC) 2005 2006 2007 2008 2009
Employees with permanent contract (number) 1,231 1,268 1,312 1,418 1,509
Employees with temporary contract (number) 23 16 5 25 14
Permanent contracts (%) 98.0 98.8 99.6 98.2 99.0
Workers from Temporary Employment Agencies (number) 24 27 21 15 14
Interns (number]) 11 10 36 33 35

Bolivia (TDE)

Employees with permanent contract (number) 118 118 119 120 121
Employees with temporary contract (number) 0 2 5 7 5
Permanent contracts (%) 100 98.3 96.0 94.5 100
Workers from Temporary Employment Agencies (number]) 57 34 45 33 94
Interns (number) 12 23 14 19 12
Pert (REDESUR)
Employees with permanent contract (number) 17 15 17 18 19
Employees with temporary contract (number) 0 1 1 1 1
Permanent contracts (%) 100 93 94 94 95
Workers from Temporary Employment Agencies (number) 0 1 3 2 3
Interns (number) 2 3 4 4 4

(1] In TDE, this type of contract refers to substitution or support contracts, as for example maternity leave or illness. Therefore, those persons contracted for this rea-
son are not included in the workforce.

In Red Eléctrica de Espanfa, the total staff turnover was 1.7% and TDE (Bolivia)
was 3.3%. Regarding the 24 cases of staff turnover in Spain, 41.7% correspond
to women and 58.3% to men. The majority of this turnover took place in the 26
to 35 age group and that of the over 55 age group, with an average length of

service in the company of 4.31 and 25.7 years, respectively. -LA2-
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Total turnover indicators by sex, professional group and age -La2-

Distribution by sex and professional group (%)

REE TDE
Men Women Men Women
Management team 8.3 0.0 - 25.0
Senior technicians 16.7 25.0 75.0 -
Intermediate technicians 25.0 16.7 - -
Specialist technicians 8.3 0.0 - -
Auxiliary technicians 0.0 0.0 - -
Turnover by sex 58.3 41.7 75.0 25.0
Distribution by age n° turnover!" % n° turnover!" %
Less than 25 0 0.0 - -
26 to 35 years old 18 75.0 1 25.0
36 to 45 years old 1 4.2 2 50.0
46 to 55 years old 1 4.2 - -
More than 55 years old 4 16.7 1 25.0
Total turnover 24 100.0 4 100.0

(1] Contemplates both desired and undesired turnover.

Evolution of external turnover (REE)

% @ Total turnover @ Undesired turnover

10

/

2007 2008 2009
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Red Eléctrica counts on an employment policy in which it establishes a set of
principles and directives which serve as a regulatory framework in the process

of employment management of the company.

Through its implementation, the management hopes that employment man-
agement is a transparent and objective process. Said policy establishes ac-

tion criteria based on the following directives:

Fulfilment of legislation regarding employment matters.
Equality and non-discrimination.

Transparency.

Confidentiality.

Promotion and internal rotation.

Stability regarding contracting personnel.

In the field of selection and contracting of the most suitable professionals to
carry forward the mission and strategies of the business, Red Eléctrica pro-
motes internal rotation and promotion by internally publishing the majority of

the existing job vacancies.

For the recruitment of external candidates, in addition to the traditional an-
nouncements in the press and a specific service on the corporate website, Red
Eléctrica participates in different employment fairs and other initiatives
amongst which noteworthy are the Third Employment Fair for Disabled Peo-
ple in the Community of Madrid or the Recruiting ERASMUS project, an initia-
tive to facilitate the contact between companies and students who complete

their studies outside Spain by means of the ERASMUS scholarship programme.

During this fiscal year, Red Eléctrica de Espana contracted 104 people, the

majority (77.5%) with a senior or intermediate technician profile. Educative

In 2009, REE
contracted 104
new employees

RECRUITING,

erasmus'.
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cooperation programmes (20.4%) and previous collaborations with the com-

pany (16.1%) being the main sources of recruitment.

Concerning the procedures regarding contracting locally, the majority of the
employees and managers are contracted in their countries of origin, with per-

centages of nearly 100% in all the cases.-EC7-

On a similar note, Red Eléctrica de Espana has again been included in the guide
'ro 1 of the Top Companies to work for 2009. This guide, drawn up by CRF HR Bench-

mark Survey, is the result of an international comparison that takes into ac-

EMPLOYERS

count criteria such as working atmosphere and culture, labour conditions,

talent development, commitment towards society and a backing for innovation.

The Red Eléctrica Group recognises in its Human Resources policies that em-
ployees shall be treated fairly and justly. As a consequence, the remuneration
model responds to criteria of internal fairness, non-discrimination, trans-
parency and recognition by means of fixed remuneration within wide salary
bands and an outstanding compensation which acknowledges superior per-
formance and noteworthy contributions.

The recently incorporated professionals follow a salary scheme according
to the results of their ongoing appraisal. From their incorporation into the
company, the new employees evolve through successive phases of develop-
ment throughout the first four years of integration, the length of time the
\ development phase may last. This plan was designed to attract and retain

the most suitable professionals, as well as to promote commitment to the

corporate project.
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All employees incorporated in REE in 2009, irrespective of the position occu-
pied and without including social benefits or benefits in kind, received a min-
imum starting salary equivalent to 3 times the minimum inter-professional
salary in Spain. In the case of TDE, the starting salary was 6 times greater
than the minimum in Bolivia and in Redesur 2.5 times greater than the mini-

mum in Peru. -Ec5-

Communication plans for corporate projects. Corporate portal miRED.

Encouraging non-work / leisure activities Employee helpline (RH2000).

Sports activities. Employee self-service.

Work, social and leisure communities. Internal communication area.

Idea competitions. Quarterly magazine Entrelineas.

Induction and integration plans. Evaluation interviews.

Surveys regarding social climate and commitment. Groups focused on the analysis of diverse situations.

Service satisfaction surveys.

Transparency, access to information and constant dialogue are of high rele-
vance in the communication strategy and key aspects in creating a climate of
confidence and to strengthen the commitment, motivation and efficiency of

the people who form part of Red Eléctrica.

The selection of channels is key for an effective communication management.
For this reason, Red Eléctrica counts on various different tools amongst which

noteworthy is, due to its great functionality, the corporate portal miRED, with

more than the 400 news items, news reports, articles and notifications pub-
lished in 2009 and which has received up to 5,847 visits per day.
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The design of specific communication plans regarding matters that affect the
whole organisation is another line of work to support the dissemination of the
strategies, policies and objectives of the company. This year, actions and com-
munication plans on matters of corporate responsibility, environment, em-
ployment, the work-life balance and safeguarding information have been
carried out.

Within the specific plans, noteworthy are those carried out to complete the
dissemination of the Code of Ethics and to communicate the new People Man-
agement model, which in addition to using the usual channels, have been re-
inforced with presentations to all the employees by the teams responsible in
the different work centres of the company.

Moreover, diverse initiatives are also carried out according to groups that look
for the knowledge and the integration of employees outside their working
scope. One of those with the biggest take up is that of sports activities spon-
sored and subsidised by the company. In 2009, these increased considerably,
not only in the number of sports but also the in the number of employees tak-
ing part in them. At present, 650 employees are distributed across 32 sports.

TDE counts on the communication and knowledge management platform

known as «Mi portal TDE». This portal contains the modules «TDE Knowl-

edge» and «Learning Communities» as fundamental pillars of this tool that in
2009 received 17,771 visits.
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The working climate survey constitutes one of the most important channels
of participation and serves to the views of the employees regarding to the

work they carry out, their work team, their line manager and Red Eléctrica as

a company.

Global data 2006 2009 Variacion
General satisfaction 8.1 8.1 0%
Pride of belonging 8.1 8.2 1%
GALLUP climate indicator 6.2 6.9 1%

The last survey was carried out in the 2009 fiscal year and for the first time in
REE it was published in a digital format following the company’s policy of paper
reduction. This fact did not significantly affect participation which was around
60%, a value similar to that of the previous one carried out in 2006. This study
will be completed in 2010 with interviews and discussion groups that will con-
tribute qualitative analysis elements and will drill down into the opinions, per-
ceptions and feelings of the people. When finalising the study, detailed reports
of each area and unit shall be produced, identifying improvement aspects that

shall be responded to in the form of specific communication activities.

In TDE, the work satisfaction of the employees (evaluated with the question
which explicitly states “Considering everything, | would say that this is an ex-
cellent place to work”) is 87%, very similar to that of the five best evaluated Bo-

livian companies in 2009 (90%).

\
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-HRS5-

Working relations between the company and its employees are regulated using
the labour regulations currently in force, the IX Limited effectiveness Collec-
tive Bargaining Agreement has been adhered to by 100% of those affected, in
addition to other agreements on various matters agreed between the social

and business representatives.

Therefore, the IX Collective Bargaining Agreement, effective until 31 December
2012, represents the legal framework by which Red Eléctrica commits itself to
the fulfilment of values such as equal opportunity, work-life balance and non-
discrimination in all activities related to the management of people. This agree-

ment was accepted by 100% of the non-managerial employees. -LA4, LA6-

-LA6-

Job appraisal committee.

Training committee.

Occupational Health and Safety Committee -LA9-
Social Affairs Committee

Parity committee for vigilance and interpretation.
Parity committee for equality.

Committee for professional classification.
Committee for monitoring the flexibility system.
Committee for work-life balance.

Psychosocial risk observatory.

Red Eléctrica de Espana has workers’ representation in the majority of its
work centres, in addition to an Intra-centre Committee. The social represen-
tation participates in the Occupational Health and Safety Committee as well as

in the different committees and other dialogue mechanisms as set out in IX
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Collective Bargaining Agreement (see table of committees). The Committees

which had more activity during 2009, were:

Social Affairs Committee: agreement on the rules of management regarding
financial assistance for employees who have in their charge an immediate or

close disabled family member with @ minimum of 66% disability.

Parity Committee on Equality: Red Eléctrica has counted on, since
November 2009, an Equality Plan in agreement with the social

representation.

Parity Committee on Professional Classification: agreement related to the
implementation of a new system of professional classification included
within the framework of the new People Management model defined by the

company.

Union Representation on 31.12.09

® Union General de Trabajadores (UGT)
10.64%

® Comisiones Obreras (CC. 00.)
38.30%

® Confederacion General del Trabajo (CGT)
4.26%

Sindicato Independiente de la Energia (SIE)
46.81%

In order to facilitate its communication to the employees, the social repre-
sentation has a specific area and an on-line notice board on miRED, in addi-

tion to the traditional standard notice board.

According to the IX Collective Bargaining Agreement, amongst the competen-

\
\
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cies and guarantees of the social representation are those regarding access
to the documents made available to shareholders and in particular the balance
sheet, the Profit and Loss statement and the annual report. Additionally they
are granted the competency of issuing reports prior to the execution of or-

ganisational changes adopted by the company. -LA5-

Regarding TDE (Bolivia), it recognises and supports the freedom of association
of its workers, as well as the right to collective bargaining, as expressed in its
Corporate Responsibility Policy, the Code of Ethics, the TDE internal regula-
tions and in their progress report to the United Nations Global Compact which
is available on its website: www.tde.com.bo and the SA 8000 certification.

Since 2008, TDE employees have counted on union representatives elected as
a result of the union elections held in that year. In order to support this process
and to maintain an atmosphere of open dialogue from the outset, senior man-
agement held two meetings with these representatives in 2009 which have al-
lowed them be aware of the expectations of both parties and to have common
criteria in order to satisfy both parties. In addition, the company has continued
facilitating the tasks of the workers legal representation by means of provid-

ing space, working time and IT equipment.
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Occupational health and safety

Prevention and vigilance regarding occupational safety -eu1s-

The Red Eléctrica Group is certified in all its companies based on the interna-
tional standard for occupational health and safety in accordance with the in-
ternational standard OHSAS 18001.

In 2009, certification was carried out under the new version of the standard,
leading to a review of part of regulation and the consolidation of risk preven-
tion best practices. The most noteworthy aspects of the certified system make

reference to communication, participation and asking questions.

Management system

The occupational health and safety management system includes the Occu-
pational Health and Safety Policy, disseminated and known by all employees
through its portal and a summary published on the corporate website. Red
Eléctrica de Espana has its own prevention system and a safety and vigilance
committee comprising of six social representatives from all the work centres,
which represent 100% of the employees. In 2009, this committee, that analy-

ses and resolves the workers concerns, met on four occasions. -LAé, LA9, EU16-

Within the integrated system of prevention, Red Eléctrica verifies the security
conditions via three different and complementary figures: security techni-
cians, security coordinators and work supervisors. In 2009, they carried out
3,144 inspections, 6.43% more than in 2008 and through these, 24 risk noti-
fications were published to which the corresponding corrective measures

shall be applied.

OHSAS 18001
Certification
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Improvements in the prevention system

During this fiscal year a revision of the Occupational risks prevention system
was carried out with the purpose of improving its structure and to offer a
greater quality of the service to the workers. This revision gave rise to five im-
provement projects that will be carried out throughout 2010 and whose main
areas of action are: awareness programmes, monitoring information and the

notification to suppliers regarding prevention.

The execution of construction or maintenance works on lines and substations
by contracted personnel, under the control and supervision of Red Eléctrica
personnel is the activity that can carry greater risks and therefore it is the one
which receives the most preventive and corrective actions. Therefore, the ac-
tivities are geared towards rigorous compliance with organisational proce-
dures regarding the preparation of work, so that security remains integrated

in the planning of works from the outset.

The programme for the development of auto-protection plans for facilities has
been continued with, carrying them out in 2009 for 24 facilities, and which were
implemented in collaboration with the Facilities Maintenance Department.
These plans are a health guarantee, not only for the workers, but also for the

people who live or work next to the facilities. -PR1-

2009 Results

A highly important aspect regarding prevention is the control of the accident
rate. The indicators for the 2009 fiscal year are placed at an acceptable level
and comparatively speaking, Red Eléctrica continues at the forefront regard-
ing prevention with similar productive sectors. This year it is worth noting
that the frequency and seriousness of accidents did not increase and have
been kept to @ minimum regarding the company’s own personnel, 4.69 and

0.11 respectively.
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Frequency rate of accidents Frequency rate of accidents
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Regarding the contractors’ personnel, the seriousness rate in 2009 was 1.55,
but it is necessary to mention that the accident rate indicators of contractors
are neither comparable with those of Red Eléctrica nor with wider production
sectors, as they are only refer to works activities, works and services in Red
Eléctrica facilities, without contemplating management or administrative

hours, activities of a lower accident risk.

The degree of compliance of the annual prevention programme was 82%. This
programme measures the fulfilment of the Training Plan, the planned im-

provement actions and the resolution of the workers’ enquiries.

Training activities -Las-

The training and recycling of knowledge regarding the security and the eval-
uation of risks of each job, which extends to all employees, is one of the tools
that the organisation considers fundamental in risk prevention. Thus, in 2009
a Training Programme regarding this subject had 1,271 participants dedicat-
ing a total of 6,285 hours, more than double that of the previous year. 91% of
the hours were imparted by means of actual training, and all the accidents
and incidents which occurred were analysed in the training plan within the

scheduled recycling to technicians.

19
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Suppliers -Eu16-

The evaluation system of occupational risk goes beyond the employees of the
Group, extending to the suppliers who carry out activities in our centres. In
2009, the objective of measuring the behaviour in prevention of the partici-

pants remained high-priority.

Said measurement is carried out by means of a standard process that includes
more than 2,000 specific security inspections. The results of these action
measures regarding suppliers are done by grouping companies with similar
activities and those results are published, communicated and analysed with

the companies.

The measurement is carried out according to the criteria established in the
document “Evaluation system in occupational safety of suppliers of works and
services” and it is calculated using the following values: the accident rate of
each contractor and the comparison with similar companies; the action of the
prevention service of each contractor; the results of the safety inspections
conducted; the efficiency and speed taking corrective measures; and the fluc-

tuations in the work personnel. -EU18-

Similarly, TDE in accordance with the Occupational Health and Safety Law,
counts on six mixed safety committees at a national level, four at a regional
level, one for central office and one for projects currently under execution.
For this reason, 100% of the employees are represented by some of the men-

tioned committees.

4P2100 Technical requirements for the safety of contractors
1P2001 Safety requirements for contractors carrying out construction and assembly

1P300  Safety management on projects
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A strict monitoring of safety conditions in all processes of TDE has continued,

principally regarding maintenance and project activity, in which all employees

as well as the mixed safety committee participated. The indicators which

measure the accident rate have been excellent during this fiscal year, having

no accidents registered during this period.

Regarding the risk control and prevention training programmes, In 2009, 779

hours of training were imparted which spanned eight courses. -LAs-

In addition, TDE counts on documented procedures which establish the lines

of action for the health and safety of personnel of suppliers, contractors and

subcontractors, where the requested actions to be taken and the requested

demands are described to assure the physical health and safety integrity of

their employees.

Health and safety (REE+REC)
Average workforce
Hours worked
Accidents with sick leave (serious/minor])
Fatal accidents
Days lost due to accidents
Accident frequency rate
Seriousness rate of accidents
Incidence rate®

Absenteeism rate

-LA7-

2005
1,231
2,109,391
0/8

0

290

4.01

0.11

6.50

3.15

2006
1,285
2,226,292
0/14

201
12,3692

7.19
5.56
10.89
3.09

2007
1,311
2,266,644
0/11

0

195

4.85

0.23

8.39

3.04

2008
1,379
2,373,524
0/10

0

352

4.21

0.15

7.25

2.28

2009
1,493
2,565,436
0/12

0

156

4.69

0.11

8.05

1.97

continues>
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Health and safety (REE Contractors) -EU17- 2005 2006 2007 2008 2009
Average workforce 1,562 2,116 2,590 3,139 3,177
Hours worked 2,654,719 3,597,653 4,403,145 5,336,236 5,404,751
Accidents with sick leave (serious/minor] 2/63 2/62 7/103 2/124 17/97
Fatal accidents 0 4 1 0 0
Days lost due to accidents 1,849 25,302 9,256 7,705 8,3671®
Accident frequency rate 24.48 18.9 27.13 23.61 21.28
Seriousness rate of accidents 0.69 7.03 2.26 1.44 1.61
Incidence rate “ 41.62 32.13 42.86 40.14 35.88

TDE 2005 2006 2007 2008 2009
Accidents with sick leave 0 2 3 1 0
Fatal accidents 0
Days lost due to accidents 0 0 215 9 0
Accident frequency rate 0 6.79 11.38 7.44 0
Seriousness rate of accidents 0 0 0.82 0.04 0
Absenteeism rate - - 0.19 0.39 0.21

Salud y seguridad (contratistas de TDE) -EU17- 2005 2006 2007 2008 2009
Accidents with sick leave - - - - 2
Fatal accidents - - - - 0
Days lost due to accidents - - - - 63
Accident frequency rate - - - - 10.12
Seriousness rate of accidents - - - - 0.23

Frequency rate = number of work related accidents with sick leave per thousand hours worked.

Seriousness rate = number of work days lost due to work related accidents + incapacity scale, per thousand hours worked.

Absenteeism rate = hours absent due to common T [temporary incapacity)l > 3 days, Tl hours < 3 days and non-regulated leaves / average workforce collective agree-
ment personnel/collective agreement theoretical hours x 100

(1) Air traffic fatal accident

(2) Contemplates 12,000 work days per fatal accidents

(3] Contemplates 4,500 work days per work incapacity due to accidents
(4) Regarding hours worked

(5) Data not available for these years

Note 1: With the objective of improving prevention, in 2009 the classification criteria of accidents was modified:
Serious accident (standard] = Those classified as serious by each doctor that issued the sick leave certificate.
Serious accident (REE) = Those classified as serious by each doctor that issued the sick leave certificate + those for sick leave over 90 days + those that lead to
actions from the labour authority..

Note 2: At REDESUR, in which Red Eléctrica is a stakeholder, no accidents were registered and the absenteeism rate was 0.6%.
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Red Eléctrica de Espafna provides a medical service which, in addition to count-
ing on its own personnel and means, directs its activities to the prevention and

monitoring of health risks.

In addition to the activities pertaining to health monitoring such as health
check-ups, other activities have continued oriented towards the prevention of
the most common health risks: cardiovascular problems, backache and psy-
chosocial risks or intervention protocols for extreme situations, as in the case

of a pandemic.

In this respect, as a consequence of the declaration of the WHO regarding pan-
demic alert, in April 2009 the action plan concerning this type of situation, ap-
proved by the company in 2008, was initiated. In TDE, in addition to the medical
evaluation of all the employees and the preventative actions against the afore-
mentioned pandemic alert (influenza AHT1N1), also other specific actions
against dengue began, such as the temporary suspension of programmed rou-

tine works in tropical zones.

-LAS8-
2005 2006 2007
REE TDE REE TDE REE TDE
Medical check-ups 884 115 835 42 802 121
Doctors consultation 1,039 419 1,361 442 1,422 359
Vaccinations 268 70 259 120 230 0
Temporary incapacity consultations 137 8 174 10 135 17

The promotion of healthy eating
habits.

A programme to quit smoking.

First Aid courses.

Workshops and training in the
management of harassment

situations.

Starting up the action planin
response to a pandemic alert.

2008
REE
1,011
1,443
269
122

At REDESUR, in which Red Eléctrica is a stakeholder, medical check-ups have been carried out on the entire workforce

TDE
45
431

25

2009
REE TDE
1,097 121
1,167 353
352 0
139 26

123



W 05 RESPONSIBILITY TOWARDS EMPLOYEES

84 hours

124

Training and education -La1, La11, euts-

The Red Eléctrica Group is strongly committed to the continuous development
of the employees as a guarantee of the success of its corporate project. This
strategy is carried out through training and development plans oriented to giv-
ing added value to the personnel and the organisation, and to therefore

strengthen the levels of excellence in services the company offers.

During 2009, 144,497 hours of training were imparted in Red Eléctrica de Es-
pana, 22.3% more than in 2008. This important effort responds to the interest
of Red Eléctrica to rate its employees regarding an excellent performance of
their functions, mainly in specialised technical training, taking into account
the fact that it contracts a high number of people without experience in the

scope of their activity.

Within the annual training plan, during 2009 the programmes of occupational
risk prevention and environmental protection occupied an outstanding posi-
tion, representing 4% and 2% of the total of hours, respectively.

Similarly, it has continued with the integration plan for new employees, the
development programme for managerial and management competencies, as
well as with the corporate training programme, initiated in 2007, in which tech-

nical staff from different areas of the company participate.

This programme is due to culminate with the execution of diverse projects linked
to corporate responsibility that seek the practical application of the generic
competencies developed during training, as well as to improve some social or

environmental aspects of the area where these projects are carried out.

With regard to plans for ongoing improvement, a revision and update of the
competency catalogue have been made to adapt it to the new business situa-

tion and to improve the company’s talent management systems. These com-
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petencies are set out in a “corporate dictionary of competencies” that will facil-

itate the growth of the company with sustainable efficiency criteria.

In this whole process a significant sample of employees of all the professional
categories and hierarchic levels have participated, and that has served as a
source of internal knowledge and of best practices which need to be rolled out to

the whole organisation.

-LA10-
REE+REC 2005 2006 2007 2008 2009
Training hours 82,506 92,450 102,926 118,126 144,497
Employee training hours - - 92,509 110,807 124,293
Training hours for intern employees (operation grants) - - 10,417 7,319 20,204
Hours per employee * 68 73 71 81 84
Employees in training (%)* 93 95 97 100 100,8
Hours given with own resources 25,175 25,537 18,547 32,338 29,008
Number of courses managed 715 712 774 759 954
Investment in training/ total personnel costs (%) 5.5 5.5 6.4 6.5 7.6
Investment per employee (Euros) ** 3,470 3,451 4,217 4,473 4,969
Training during working hours (%) 81 75 75 82 85
TDE (Bolivia)
Training hours 9,674 7,408 7,705 4,883 6,870
Hours per employee * 84 63 65 41 56
Employees in training (%)* 93 95 94 72 80
Investment in training/ total personnel costs (%) 3.4 2.8 2.9 1.7 2.0
Investment per employee (Euros) ** 663 578 630 403 623
Redesur (Peri)
Training hours 225 421 193 249 370
Hours per employee * 12 25 13 15 21
Employees in training (%)* 87 90 94 32 89
Investment in training/ total personnel costs (%) 3.2 3.3 5.0 3.0 3.0
Investment per employee (Euros) ** - - - 578 622

* for the average workforce
** = [external training cost + travel + student cost/ hr + teacher cost/ hr + management cost) / average workforce.
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Evolution of training hours (REE)

Thousands of hours @ pevelopment

160 ——— @ Training development (excluding languages)
® Language training
120
80
40
0

2005 2006 2007 2008 2009

Average training hours per age group (REE)

hours
160

® 2007 © 2008 @ 2009

120
I 80

40

<30 years old 31-40years old 41-50 years old >50 years old

Average training hours per professional group and sex (REE)

hours @ Men ® Women
320
149
240 119 112
160 o
105 106
80 “ 2% 25 82
54
37
Management Senior Intermediate Control Centre Specialist Support TOTAL
team technicians  technicians Operators technicians staff
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Average training hours per age group and professional group (TDE)

hours ® Men Women
320
240
160
80 71 86
1 1 7 i
. 1
0 u ] | 3l
Management Senior Intermediate Specialist Auxiliary TOTAL
team technicians technicians technicians technicians

Regarding TDE, in 2009 a programme for the development of talent and po-
tential of employees was implemented, in addition to developing employabil-
ity elements which allow decisions to be made with respect to moving people

within the organisational structure.

-EU14-

One of the major contributions to the professional development of the organ-
isation’s employees has been that contributed by the technical training schools

of Red Eléctrica: the Operation School and the Maintenance School.

These schools function in a coordinated way and all the technical training cor-
responding to the operation and transmission activities are coordinated
through them. This training has been conceived not only for teaching new em-
ployees, but also for the ongoing training and updating of knowledge of the

rest of company’s technicians. Similarly, these schools work with universities,

offering specialised postgraduate courses.

The Operation School, in its fifth year, has consolidated itself as a reference re-

garding the education and training of professionals dedicated to the operation
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of electricity systems. Throughout 2009, almost 36,000 hours of training to 541

employees were given.

In addition, the School offers external courses of recognised prestige and it
collaborates with other companies worldwide in similar initiatives in an ex-
change of experiences and knowledge. In 2009, noteworthy is the training im-
parted to the TEIAS technicians (Operators of the Turkish System), on the

integration of wind power energy into the system and operation markets.

The Maintenance School seeks to consolidate itself as the information centre
responsible for managing the knowledge regarding the function of the trans-
mission of electrical energy. The school provides courses to the company’s
maintenance professionals and also their counterparts in the other companies
who work in Red Eléctrica’s facilities. With this training, it is their objective to
reduce occupational risks derived from maintenance works and to obtain an
optimal level of conservation of the facilities. In 2009, the Maintenance School

imparted almost 44,000 hours of training to 779 employees.

Performance appraisal -La12-

The Red Eléctrica evaluation system is not only considered as a personnel
management tool, but also as an element of communication and development
for the employee. The system assesses the performance of 100% of the em-
ployees and every two years it also analyses the employee’s professional de-
velopment, which allows a programme to be designed in accordance with

his/her potential and talent and to define succession and career planning.

The performance appraisals are an ongoing process which culminates in a
personal interview where the manager shares the appraisal results with the

collaborator.
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Equal opportunity, diversity
and the work-life balance

Red Eléctrica has demonstrated its commitment to guaranteeing the princi-
ples of equality and non-discrimination, as expressed in its Corporate Re-
sponsibility Policy and in the different collective bargaining agreements

regulating labour relations.

In order to continue advancing with this commitment and within the frame-
work of current legislation (Statutory law 3/2007, 22 March), the company has
approved, in conjunction with the social representation, the Equality Plan

which represents a firm backing for Equality.

The Equality Plan sets out a series of positive actions to promote the real and
effective equality between the men and women of the company. During the
two years it has been in force (this plan is extendable); actions in the follow-
ing areas are going to be carried out: employment (selection, promotion and

contracting), training, salary compensation and communication.

All the activities carried out under this plan, shall be subject to monitoring
and evaluation, as much on the behalf of the management of the company as

by the social representation through the Parity Committee for Equality.

Workforce Distribution by age group and sex. 31:12-09

® Men ® Women

500 480

400

300 276 A3

200

109 92

59
|

<25 years old 26-35 years old 36-45 years old 46-55 years old >55 years old

100

(1) Actions in reference to the work-life
balance, prevention of moral and sexual
harassment, and sexual discrimination
as well as the area of gender-based vio-
lence have not been included as these
matters are already covered in other
agreements that will be detailed in sub-
sequent sections.
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356
+45.9%
244

2004

2009

130

Comparison of the percentage of women in the electricity sector (%)
50

40

Enel-Viesgo  Iberdrola HCEnergia Union Fenosa Endesa Red Eléctrica TOTAL
Source: 2008 Annual Report UNESA

The commitment of REE regarding contracting women is demonstrated in the
evolution of the number of women in the workforce which has grown 45.9% in

the last five years.

The candidacies received are evaluated without discrimination, which has
meant that in 2009 the percentage of women contracted was 56% higher than
that of men, considering the total number of interviews carried out (men-
women). New incorporations can entre on a salary and development struc-
ture of up to a maximum of four years which is applied in a fair and uniform

way regardless of sex.

Regarding the annual variation of the workforce, women registered a growth
of 5.6% with respect to the previous year, very similar to that of the men who

increased 5.5%.

The percentage of women in senior positions within the company has contin-
ued to rise, increasing from 15.0% in 2008 to 15.7% in 2009.



REE
Management team
Senior technicians
Intermed. technicians
Specialist technicians
Support staff

Total

TDE
Management team
Senior technicians
Intermed. technicians
Specialist technicians
Support staff

Total

REE +REC
Management team
Senior technicians
Intermed. technicians
Specialist technicians
Auxiliary technicians

Total

* The significant impact of the male salary is because historically (not currently) Red Eléctrica contracted (due to the engineering profile required) more men than women,
as the possibility of doing the contrary did not exist in the labour market. Consequently, the salaries of men have evolved in a different way, making the comparison have
a historical slant which is being corrected at present.

In recruiting "

2005

M W %W
84 11 11.6
218 103 32.1
379 61 13.9
247 1 0.4
56 94 62.7
984 270 21.5
20 3 13.0
35 4 103
27 1 3.6
13 0 0.0

6 9 600
101 17 14.4

Voluntary improvement

Promotions ©

2007
0.95
1.03
0.68

2006

M W %W
76 11 12.6
218 115 34.5
390 65 143
262 1 0.4
51 95 65.1
997 287 22.4
20 3 13.0
36 4 10.0
27 1 3.6
12 0 0.0
6 9 600
101 17 14.4

REE +REC

2008
1.10
0.97
0.61

83
226
397
272

48

1,026

21
37
27
12

103

2007
1.01
1.05
1.07
1.15
0.98
1.05
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-LA13-

2007
w
14

116
67

93
291

3
4
0
0

9
16

% W
14.4
33.9
14.4

0.4
66.0
22.1

12.5
9.8
0.0
0.0

60.0

13.4

-LA14-

2009
1.56
1.01
0.00

(1) Number of women contracted/number of suitable interviews/total number interviewed/total apt.
(2) Number of women with voluntary improvements /total no. Of women/total employees with voluntary improvement/total workforce.
(3] Number of women promoted/ total women/total employees promoted/total workforce.

2008
1.02
1.1
1.1
1.10
1.08
1.1

2008

M W

85 15
271 138
422 84
282 4
46 96
1,106 337

20
38
27
12

~l1 0 O o &~ &~

103 1

2009
1.01
1.1
1.10
1.05
1.07
1.11

% W
15.0
33.7
16.6

1.4
67.6
23.4

16.7
9.5
0.0
0.0

60.0

14.2

M

86
287
452
296
46
1,167

21
37
28
12

104

TDE
2008

1.00

0.61

2009

w
16
146
92

97
356

~1 0 O O o W

% W
15.7
33.7
16.9

1.7
67.8
23.4

12.5
11.9

60.0
14.0

2009
1.00

0.00
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AA Rating

I

132

Protection against moral and sexual harassment
and sexual discrimination

In 2008, an action guide for the prevention of moral and sexual harassment
and sexual discrimination was approved in accordance with current legislation
(Statutory Law 3/2007, 22 March), as well as the ethical commitment of the
company. This guide is included within the framework of the health and safety
policies of Red Eléctrica with the aim of ensuring a working environment
where the interpersonal relations are based on mutual respect and interest.

The main measures incorporated in said guide are:

¢ Periodic evaluation of psychosocial risks and social climate studies.

* Dissemination of the actions carried out regarding harassment.

* Design and implementation of training programmes oriented towards
avoiding harassment.

* Specific training in assessment of harassment situations for the people

who take part in the action process.

Protection against gender-based violence

An agreement exists between the company representative and the workers’
representative which recognises a set of protective measures whereby the
company shall assist employees who are victims of domestic violence, as well
as their children under the age of 18 in their charge and living with them, as
long as the aggression has been carried out by someone with whom the em-
ployee maintains a relation with or an emotional relationship with (spouse or

ex-spouse, actual partner or relative of any degree).

These measures take the form of psychological, medical, legal and economic
support (assistance of 600 euros per month, over a maximum of six months]),
as well as flexibility regarding work schedules, authorised leave, vacations,

leave of absence, preferences in transfers to other locations or work centres,
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depending on the victim’s request and whilst they are necessary for their nor-

mal reincorporation at work.

In Red Eléctrica we are convinced of the necessity to work towards the inte-
gration of disabled persons. Therefore, we carry out different initiatives within
this scope of responsibility. In the face of the expiry of the exceptionality pe-
riod and the three-year agreement signed with the Adecco Foundation, new
employment offers were drawn up with the Department of Employment, for
the same number of positions that would be necessary to cover the compli-

ance with the Law of Social Integration of the Disabled (LISMI].

This resulted in the incorporation of a disabled worker, and so at the moment
there are seven people on the workforce with some type of disability. This
means that Red Eléctrica will continue applying exceptional alternative meas-
ures, such as donations to organisations dedicated to the integration, as well
as the acquisition of goods and services from special employment centres. In
addition, it has continued working on other initiatives oriented towards inte-

gration.

Employee financial assistance

Another one of the work channels in the field of integration is the agreement
carried out by the Social Services Commission on a series of regulations ori-
ented towards the concession of financial assistance for employees who have
in their direct charge an immediate or close disabled family member with a

recognised minimum of 66% disability.

Accessibility
In this area, Red Eléctrica has continued working on several facets: the acces-
sibility of contents of the corporate website (at present certification rating AAJ,

in the gradual elimination of architectonic barriers in the Head Office build-
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ings, in the selection of more legible typesetting sources in its publications and
the inclusion of corporate videos containing sign language. In addition, it has

collaborated in the publication of an accessibility guide for companies.

Employment Fairs

Another important line of action in this field has been the participation in the
Third Employment Fair for Disabled Persons in Madrid, in which 350 candida-
cies were received and which now form part of the candidate database of Red

Eléctrica to give coverage to the selection processes currently open.

Other initiatives

A new agreement with the Adecco Foundation has been signed to develop pro-
grammes for the social integration of disabled persons and the Plan Family
has continued, aimed at the relatives of employees of Red Eléctrica de Espana
with some degree of disability, in which different activities are carried out that

facilitate their real integration into the labour and social world.

In addition, collaborations with other integration centres were begun, such as
the Apsuria Foundation and the Juan XXIIl Foundation, with whom diverse

services from their special employment centre have been contracted.

For the Red Eléctrica Group, encouraging a balance between personal and
professional life is a strategic objective as it represents a key element for the
retention and motivation of its employees. In this respect, the IX Collective
Bargaining Agreement approved in 2008, included improvements regarding
current legislation (LO 3/2007 for the effective equality of men and women)
and initiated the Red Concilia project at the core of the negotiating table for

the work-Llife balance.
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Red Concilia Project

Within this project, a need was identified to define a specific policy that gave
a strategic and integrated approach to all measures regarding work-life bal-
ance and served as a starting point for driving forward new actions, paying

special attention to those that also promote equal opportunity.

With this objective, within the framework of this project, in 2009 a specific pol-
icy regarding the work-life balance was approved and a management system
was implemented which allows the work-life balance needs of employees to
be met within the framework of the objectives and activity of the company. The
development of the different phases of the project and its implementation has
led to the EFR certificate being obtained.

Red Concilia Project implementation process

W OIRIKEIEIIF R E*BYA'LA'N'CE- MA'NAGEMENT

ImPlemen- Certification
tation

Analysis and Work-Llife C_omprehen_ Work-Llife
. . balance sive work-life balance proce-
diagnosis :
policy balance plan dure manual

2008 2009 2009-2013 2009 2009

Work-life balance negotiation working group

Consists of representatives of both the company and the workers, it follows a
work methodology which is participatory and integrates opinions and propos-
als, using a horizontal line of communications and fostering a positive and
open attitude which promotes dialogue amongst all members. Their main
functions are to promote awareness amongst the management team and em-
ployees regarding the work-life balance, to offer and to develop new meas-

ures and monitor the correct use of those already implemented.

One of the agreements reached has been the creation of the figure of the
working and personal interlocutor, whose function is to facilitate the advisory
service and support in the resolution or channelling of the needs of the em-

ployees regarding work which affects their work-life balance.

L

073 /01-2009 f SGS

)

2009
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Labour Flexibility
24% of the working day is flexible in terms of start and finish times.
Shorter working day for 3.5 months.
Friday afternoon free.
Working calendars in agreement with working needs and the geographical areas.
Flexible holidays can be taken in three periods, providing business conditions allow.

“Bolsa 15”. Additional time (to a daily maximum of 1 hour] worked in excess of the standard working day, shall be accumulated
and “banked” up to an annual maximum of 15 hours which can then be used, at will, to allow flexible start and finish times.

“Bolsa 32”. Additional hours worked in excess of 1 hour and up to a maximum of 2 hours, shall be accumulated and “banked”
up to an annual maximum of 32 hours which will then allow the employee to take 5 full day or 8 half day holidays.

Four-day authorised leave, 6 when travelling is required, in the case of family bereavement of a blood relative or close acquaintance.

Three-day authorised leave, 5 when travelling is required, for serious illness of a family member, immediate or close, a close
acquaintance, This has a flexible application.

Permission to accompany an immediate or close disabled family member with a minimum of 66% disability for medical ap-
pointments.

Two-day leave for moving house.
One-day leave for the marriage of an immediate or close relative.
Three days unpaid leave per year, taking into account the length of service completed.

Complete parity of the rights of civil/common law partnerships into the marital regime.

Support during motherhood and fatherhood

Improvement of legislation regarding a reduced working day in order to take care of children, disabled or direct elderly relati-
ves: an additional year to the age limit established by law (9 years in the case of children) and a reduction in the working day up
to 7% or 10%, with a flexible weekly application to be agreed on between the company and the worker. During 2009, 66 women
and 6 men were granted the reduced work day, 16% of employees with children up to 9 years old.

Paternity leave for birth, fostering or adoption. This will be for 3 days, or 5 in the case of having to travel, in addition to the 13
days leave established by current legislation. During 2009, 59 parents were granted this leave.

Guarantee of 100% of the social benefits paid out by the company in all cases where the reduction of working day is to look
after children.

Extension of maternity leave from week 38 of pregnancy until giving birth.
Allowance of 1,500 euros for adoption, birth or fostering, for mothers and fathers on lesser salaries.

Creation of a fund of 90.000 euros per year for economic aid to employees with families, immediate or close family, in their di-
rect care and with a recognised disability of more of 66%.

* Measures that improve the current legislation.
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Social benefits and benefits in kind -EC3, LA3-**

Pension plan.

Private medical insurance for employee and family in their charge.
Group life and accident insurance.

Personal loans.

Restaurant vouchers.

Nursery school vouchers.

ADSL at home and personal computers.

Housing allowance.

Economic support for sport activities.

Complement up to 100% of salary in the case of temporary incapacity.

Training courses for professional development and updating.

Services

Company canteen.

Employee bus.

Parking.

Car wash for private cars.

Travel agency with special discounts.

Bank branch and ATMs.

Special offers and discounts on products, brands, activities y services.
Fiscal, legal and financial advice.

Advice on retirement procedures.

Grants for sporting activities in nearby sports centres.

Medical service and prevention campaigns.

** Benefits applied to the entire workforce, irrespective of the type of contract.
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Blood
donations

Campaign

138

Corporate Voluntary programme

«EnREDando» is a voluntary work group which was founded in 2005 with the
will to drive and promote the collaboration of a greater number of employees

of Red Eléctrica in solidarity activities.
Activity in 2009

Campaigns for blood donations
As is customary in previous years, the Red Eléctrica medical service carried
out blood donating campaigns in the work centres in Madrid, these happen at

least twice a year and there were more than 130 blood donations in 2009.

Fourth Solidarity Sports Week

For the fourth consecutive year, Red Eléctrica celebrated in June Solidarity
Sports Week, whose aim is to raise funds for the development of projects of a
social nature, offering fun and sports activities to employees in exchange for
a small subscription fee. This edition has included the participation of the Gen-
eral Manager of System Operation as the patron of the event in which 367 peo-
ple, both employees and collaborators took part. This year’s funds, collected
through the subscription fees for the sporting activities, plus twice that
amount of money contributed by the company (24,832 euros) is destined to fi-
nance a project promoted by the Nepali organization “Maiti Nepal” dedicated
to the fight against child exploitation and the trafficking of girls and adoles-

cents.

Fourth Fair Trade campaign
In December 2009, Red Eléctrica held the fourth fair trade market in their fa-
cilities in collaboration with SETEM, the organisation for development. During

the day, employees had the opportunity to buy a wide variety of food products
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and handicrafts manufactured by different cooperatives, primarily from Africa,
Asia and Latin America. This initiative seeks to raise awareness regarding any
form of work exploitation and aims to help the most disadvantaged regions.
The day, sponsored by the General Director of Transmission for a fourth suc-
cessive year, was a great success due to the participation of the employees
and collaborators and raised 3,085 euros.

Environmental Volunteer Day
Volunteer group collaborative project with the Gil Gayarre Foundation, an or-
ganisation dedicated to disabled people, for the development of a botanical

footpath in the Jardin de la Vega located in Alcobendas.

Volunteer programme TDE (Bolivia)

The most noteworthy activity carried out by this group of volunteers in 2009
was the visit made to the therapeutic community of Puntiti which presently
takes care of 140 young children with multiple mental disabilities. In this visit,
basic materials were donated, which had been collected internally amongst
the employees, and an amount of furniture was donated by the company.

Solidarity
sports

24.832

\
\
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In Red Eléctrica we understand that the
development of our activities must be dealt

with from a responsible and ethical position with
regard to the surroundings and society. 1,416,417

Creation of the
sustainability
laboratory

for dialogue with
stakeholders

Our commitment to society is supported
by three fundamental pillars:

e Transparent and open dialogue with our stakeholders.
¢ Social and environmental integration of the projects within

the territory.
¢ Supporting social development in the communities where

we have a presence.
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Fostering dialogue with stakeholders
Shareholders and investors

The trust Red Eléctrica pursues in its relation with shareholders, investors
and the financial community lies in its constant search for transparent, smooth

and close dialogue that goes beyond merely complying with legal obligations.

To carry out this communication, it counts on two units -Minority Shareholder
Relations and Investor Relations -, who suitably identify and resolve the con-
cerns and demands for information from the different stakeholders through a

combination of means and channels which facilitate communication.

Regarding the relation with minority shareholders, the line of improvement
which began in previous years has been maintained. In this respect the par-
ticipation of shareholders in the General Meeting has been encouraged via
electronic means, with the live broadcast of the Meeting via the Internet (in
both Spanish and English) and through an electronic voting system.

In 2009, it is worth noting that Red Eléctrica was honoured with the prize for
the “Best initiative for minority shareholders”, granted by the Spanish Asso-
ciation of Minority Shareholders of Quoted Companies (AEMEC], for its line as
a company committed to transparency and the best corporate practices in the

relation it maintains with its minority shareholders.

Regarding investor relations, the Company’s management team regularly took
part in presentations and meetings with analysts and institutional investors
in the main financial markets of Spain, Europe and the United States. Specif-
ically, during 2009 there were 300 meetings held with analysts and investors

in 28 financial markets.
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Similarly, in October 2009, coinciding with Red Eléctrica’s 10t anniversary of
having been quoted on the stock market, the first “Investor Day” was cele-
brated. Throughout this day, the managers presented the key elements of the

main business areas of the company to analysts and investors.

2006
Shareholders’ Office (visits attended to) 1,547
Shareholders’ Global Help line and email (inquires attended to) 0
Documentation sent (number) 5,766
Identification of shareholders (number registered) 3,713
Shareholders and investors section on the web (visits) 117,234
Meetings with analysts and institutional investors (number) 234
Quorum of attendance at the Shareholders’ Meeting (%) 47.8

Surveys. Degree of satisfaction (0-10)

Minority Shareholders 7.7
Financial analysts (biennial studies) n.e

Shareholders’ Meeting

Shareholders’ office and freephone 900 100 182
E-mail for shareholders: accionistas(@dree.es
E-mail for Investors: relacioninversores(dree.es
Department of Investor Relations

Corporate web: Shareholders and investors section
Publications: annual and quarterly reports
Internet broadcast of the presentation of results
Internet broadcast of the Shareholders’ Meeting
“Red al dia” alerts on relevant issues

Electronic voting at the Shareholders’ Meeting
Satisfaction surveys

Investors’ Diary on the web

2007
1,517
1,278
5,807
3,813
153,224
218
49.4

8.1
7.9

2008
1,032
1,267
5,651
3,949
160,959
277
52.1

8.0

n.e

2009
932

958
5,306
4,099
175,646
300
63.9

8.2
6.9
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The effective development of the activities of Red Eléctrica is directly linked to
its satisfactory interaction with its customers, market agents and regulatory

bodies.

For this reason, all communication activities and systems are focused on iden-
tifying potential incidents, requirements and expectations that will contribute

to ascertaining the efficiency in the processes and quality of services rendered.

External Stakeholder Attention Service: DIGAME.
Ongoing management of incidents.
Enquiries and claims management.

Public website with information in real time and full contents www.ree.es and
www.esios.ree.es

Web for market agents. Specific computer systems (SI0S, SIMEL, SIOM).
Permanent information for market agents and regulatory bodies.
Periodic technical publications.

Active participation in study committees and debate forums.

Working groups and technical meetings. Joint projects.

Presence in business associations (national and international).
Benchmarking studies.

Satisfaction studies and identification of requirements.

Training of market agents in different processes.

Red Eléctrica has a system in place for evaluating the satisfaction of both
clients and agents from the sector for detecting their needs and expectations.
This evaluation is carried out every two years, through surveys and interviews,
the results of which lead to actions for improvement. The last perception study

was carried out in the 2008 fiscal year.
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Key Satisfaction Indicators (0-10)* -prs-

2000 2002 2004 2006 2008
Overall degree of satisfaction 7.85 7.77 7.79 7.77 7.64
Degree of satisfaction regarding the quality of services 7.41 7.50 7.30 7.38 7.36
Degree of satisfaction of services supplied 7.13 7.08 7.00 7.01 7.19
Customer service 6.84 7.51 7.51 7.70 7.39
Evaluation of the improvement actions undertaken
as a result of the previous survey - 7.40 6.43 6.47 6.80

* Biennial studies

Red Eléctrica has a client service and claims management procedure re-
lated to the services which it offers, activities carried out and impact of its
facilities. Since July 2008 this action procedure has been reinforced by start-
ing up the DIGAME service.

In addition, the claims regarding the adjustment services of the system
managed by the system operator are formalised through the web applica-
tion “Management of Incidents and Claims” of e-sios, accessible for the

market agents.

Once the claim has been analysed, the claimant is responded to by means of
the same e-sios application. In the case when it is necessary to introduce
changes in the information registered in the system, once made and to be

taken into account in the settlement of these services, the rest of the mar-

ket agents are informed, respecting the confidentiality criteria established
under the current legislation. The claimant has 30 days to close the claim in-

dicating if they are in agreement or if they do not agree with the answer.
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Electricity Advisory Board
Advisory body of the CNE. The Boards’ members include representatives of the Spanish government, the Nuclear Safety Council,
the Autonomous Communities, companies operating in the electricity sectors, consumers, users, and social agents.

Technical Control Centre Coordination Group.
Market Agents

Technical Monitoring Committee on the Iberian system operation
Market Agents.

Market Agents Committee
Market Agents.

Working Group for the Integration of Solar Photovoltaic Energy in the System Operation (founded in 2009)
Photovoltaic Associations (AEF, ASIF, APPA).

Working Group for the Integration of Wind Energy Generation in the System Operation
REE and Wind Energy Associations (AEE y APPA].

Technical Monitoring Committee on the Gas System and Development Committee
on the Gas System’s Technical Management Regulations
ENAGAS and agents of the gas system.

Technical group for monitoring measures
MITYC, CNE and market agents.

Electric Regional Initiative, South-West Region (France, Spain and Portugal) (ERI SW)

Promoted by ERGEG and led by the Spanish Energy Regulator (CNE), with the participation of the Ministries, National Regulatory
Authorities, Market Operators, Market Agents Associations and the respective Electricity System Operators.

ENTSO-E Markets Committee (European Association of System Operators)

and South-West Regional Group (France, Spain and Portugal)

Within the framework of the previous indicated committee.

Monitoring Group on planning of the transmission grid (RdT)

MITYC, CNE and agents (Ordinary Regime and Special Regime generators, distributors, consumers

and the Autonomous Communities that request it.)

Coordination of international interconnections planning

TSO France (RTE), Portugal (RENJ, Morocco (ONE) and FEDA.

GRAI. Analysis of incidents and obtaining of improvements in protection systems
MITYC, CNE, Nuclear Safety Council and market agents (generators and distributors).

Working Group on Access to the distribution grid
CNE and market agents (distributors).
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With the aim of ascertaining how other TSO’s manage relations with their
clients and incorporate best practices, in 2009 Red Eléctrica coordinated and
carried out a European comparative study. The most important companies
have participated in the study which represents 62% of the European trans-

mission grid.

The results of the study show that the management of clients in this business /><

environment in going through an evolutionary phase, with differing degrees
of implementation, and show the increasing interest of companies to develop

improvements in this field.

With regard to the process of satisfaction of the clients of the subsidiary TDE,
it is necessary to indicate the high evaluation (88 out of 100) granted to serv- /
ices given by the company in the evaluation that took place amongst the clients

of the Bolivian electricity market in 2009. In the comments made in this eval- \

uation, 100% of those interviewed stated that the service provided by TDE was

very good and fulfilled the required standards of quality.

2005 2006 2007 2008 2009
Estimated number of claims regarding operational activities 26 30 19 31 * 4b *
Estimated claims per 1,000 GWh of energy managed
in the adjustment services of the system 2.26 0.56 0.95 1.75 1.84
Percentage of resolution of claims 100 100 100 100 100
Qualification ratings DJSI rating: customer relations 81 75 78 67 81

DJSI: Dow Jones Sustainability Indexes

(*] The vast majority of the claims considered are caused by the application of limitations by technical restrictions in real time on programming units, whose compliance
[necessary for security of the system) prevents the regulation zones from fulfilling the previously acquired commitments in the market of secondary control. The incre-
ase of the volume of programmed energy in real time over recent years, principally motivated by the strong penetration of non-manageable renewable energies, and the
increase in the number of suppliers of this service (the regulation zones) explains the increase in the number of estimated claims observed in 2008 and 2009. In order to
avoid this type of incidents the implementation of a reassignment mechanism in real time for secondary control in the system e-SI0OS has been proposed and approved,
whose implementation is predicted in the first semester of 2010.

147



148

W 06 RESPONSIBILITY TOWARDS SOCIETY

Suppliers -Ecs-

Red Eléctrica has become, thanks to the role it carries out in the electricity
sector and to its geographical presence, more and more extensive, an ele-
ment that promotes local economic development, fostering the involvement of
small and medium-sized companies in the important volume of acquisitions

it carries out.

During 2009, the volume of contracts of purchases reached a figure close to
700 million euros. This amount is lower than that of 2007 and 2008, where
amounts of almost 1 billion euros were reached; this was due to a strong in-
vestment in machinery and acquisitions of other assets being made, in order
to start extensive projects such as the electricity interconnection between the

Peninsula and the Balearic Islands.

In 2009, purchasing contracts were awarded to 1,382 suppliers. Of this num-
ber, almost 70 suppliers represent 80% of the purchases carried out during the
year, compared to 55 suppliers who reached that percentage in 2008, which

shows the greater diversification produced during this fiscal year.

Channels of communication

Global Help Desk for enquiries and claims; telephone and e-mail.

Specific area on the corporate website: www.ree.es

Presence in associations and working groups.

Quality agreements.

Partnerships.

Meetings.

Satisfaction studies and the identification of requirements.

Training sessions.

RePro evaluation system.
Publication in the OJEU and the 0SG
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Regarding the geographical scope, the distribution of purchases reflects that
96% of those awarded took place to suppliers with Head Offices in Spain.
With regard to TDE, 72% of the purchases were made with local suppliers in
Bolivia and the remainder in other countries, mainly in South-American

countries (19%).

REE (Spain) 2006 2007 2008 2009
Number of suppliers (with purchases during 2009) 1,253 1,279 1,365 1,382
Qualified suppliers " 465 466 492 538
Qualified suppliers with environmental evaluation"? 200 202 218 231
Qualified suppliers with occupational health and safety evaluation! 176 182 187 197
Surveys. Degree of satisfaction (0-10)

Goods and services (biennial studies) n.e. 7.9 n.e. 7.6
Finance capital (biennial studies) n.e. 8.5 n.e. 8.3

TDE (Bolivia)

Qualified suppliers 53 79 118 143
Proveedores calificados con valoraciéon ambiental 38 b4 103 138
Qualified suppliers with occupational health and safety evaluation 38 b4 103 138

Qualified suppliers with social responsibility evaluation® -HR2- 0 26 65 95

(1] The term qualified supplier refers to the dual term supplier-product or supplier-service.
(2) More information in the environmental responsibility chapter.

(3] A new system was started in 2007 which included the evaluation in social responsibility. \

Regarding improvement initiatives carried out in 2009, noteworthy is the proj-
ect oriented to the improvement of efficiency in the purchasing processes. One
of the most important aspects is to integrate the supplier into the purchasing ]
process, which is why the development of a Supplier’s Portal is anticipated. To
this effect, processes such as that of invoicing, requests for tender and other

communications between the supplier and the company shall be carried out

in a more efficient way. The project was started up during 2009 and its imple- \
mentation is anticipated for 2010-2011.
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Transparency and equal terms

Red Eléctrica makes its purchasing necessities public via different information
channels, such as the OJEU (Official Journal of the European Union) and 0SG
(Official State Gazette). In these, the estimated annual needs are published, in
addition to other unique projects which they are required to publish because
of their cost value. This is done to facilitate the transparency regarding com-
munication of purchasing needs and facilitates the access of suppliers to in-

formation on equal terms.

Supplier qualification

The company continues strengthening the area of qualification of suppliers
through a Repro registry system, as a prior step to the supplier qualification
process. This qualification system establishes the fulfilment on the part of the
suppliers of the technical standards and quality of the company and guaran-

tees a fair treatment to all suppliers initiating their qualification process.

The qualification system takes into account not only productive and economic
but also aspects regarding quality, environmental criteria, occupational health

and safety and corporate responsibility.

As a result of the qualification process, a match is made between suppliers
and what they supply, that is to say, a supplier is qualified for one or more spe-
cific supplies. Qualification is only required if, by their nature or relevance,
they are deemed sensitive and strategic for the operation of the company. Dur-
ing 2009, 473 new requests for suppliers were received to initiate the qualifi-

cation process, 41% more than in 2008.

Corporate responsibility -HRr2-

The general contracting conditions of Red Eléctrica have since 2007 included
a compliance clause on the part of the supplier regarding corporate respon-
sibility criteria. During 2009, it continued to be more deeply involved in this

matter, participating in several forums with the aim of defining a methodology
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and an evaluation questionnaire to quantitatively value and compare each one

of the suppliers included in the registry system with which the company works.

Dialogue with suppliers
In its desire for continuous improvement, Red Eléctrica has continued taking
partin working groups and procurement associations, with the purpose of tak-

ing advantage of synergies of other companies in its relation with suppliers.

In addition, it has participated in annual work sessions between clients and

suppliers pertaining to the utilities sector, oriented to the promotion of dia-

logue and to favour mutual knowledge. Additionally, Red Eléctrica is member
of the Association of SAP Users Spain (AUSAPE) and of the Spanish Associa-

tion of Purchasing, Contracting and Provisioning Professionals (AERCE).

During 2009, in response to the policy of transparency and continual im-
provement, direct relations with the media have continued to be strengthened
through meetings, as much national as regional, in order to be aware of the di-

verse projects that Red Eléctrica carried out during the year.

Amongst the informative sessions that have been organised, noteworthy is the
visit with the Balearic Islands’ press to the electricity interconnection works of
the Peninsula-Balearics and the meeting in Valencia to report on the substa-
tions of transmission of electrical energy foreseen in the city in the Energy
Planning 2008-2016. Additionally, and with the motive of the inauguration of
the new Canary Islands’ Head Offices in Las Palmas de Gran Canaria, an in-

formative meeting with the media was organised on the island.

Moreover, a communication model for exceptional situations has been devel-

oped, with the aim of effectively managing possible crisis situations.
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Electronic mail: gabinetedeprensa(ree.es Training sessions.

Customer support via telephone.

Live broadcast of the General Shareholders

Meeting press conference via Internet.

Press Room on www.ree.es

Subscription service for press releases

Entrelineas magazine.

Collaboration with professional associations.
Press releases. Satisfaction surveys.

Press conferences. Visits to the Company’s facilities

To this end, a specific training plan was drawn up directed to the people who

can be involved in crisis situations and that act as spokespersons before the

media, or simply as people responsible for the information.

As a support for the designed model, a platform in the corporate webpage has

been created that can be activated immediately, so that any mass media can

access the information available in real time. In order to evaluate its operation,

a simulated crisis situation was organised in which the different areas of the

company who were affected took part.

2006
News about Red Eléctrica published in the media 5,913
National press 2,442
Regional press 3,471
Information published
Press releases 35
Press conferences and meetings 22
Interviews and statements 148
On-line Press Room
Number of visits 45,530
Pages consulted 177,995
Surveys. Degree of satisfaction (0-10)* n.e.

* Biennial studies.

2007
10,879
4,625
6,254

37
25
121

89,447
357,640

n.e.

2008
6,924
2,894
4,030

47
26
99

125,576
1,153,387
7.33

2009
7,981
2,202
5,779

46
32
138

235,572
1,841,109

n.e.
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Red Eléctrica integrates into this category educational and research centres,
ecological groups, unions, councils, organisations and business institutions,
local communities and NGO's, with whom they have various types of relation-

ship whilst maintaining transparency and mutual co-operation.

Amongst the diverse formulas used, noteworthy are the new dialogue plat-
forms, an innovative tool implemented in 2008 to promote a greater affinity
with the less traditional stakeholders, as well as carrying out surveys of dif-

ferent social groups

This policy of proximity has also been maintained with the education centres
by means of the participation in science fairs and museums. During 2009,
Red Eléctrica participated in the science fairs of Zaragoza and Bilbao, and
was present with the exhibition “The electricity highway behind the wall
socket” in the Planetarium in Pamplona and the Sotavento experimental wind

farm in Lugo.

In addition, it continued working on the development of an educational pro-
gramme with related energy contents, which help the teacher and facilitate

the scientific, technical and cultural teaching to students of different educa-

tional levels.

Meetings and agreements with public bodies

Enquiries and claims, Telephone and electronic mail (both local y autonomous)

Corporate website, www.ree.es Open door visits and conferences
Publications (corporate, electrical, environmental, social) Participation in fairs
Educational channel on the corporate website Satisfaction surveys

Participation in congresses, forums, conferences, courses Corporate volunteer programme

Collaboration with business, educational, Sustainability laboratory

social and environmental bodies Dialogue platforms
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Regarding environmental matters, this commitment is reinforced by carrying
out environmental dissemination campaigns, especially related to the efficient
and responsible consumption of electricity, as well as by collaborating with
other prestigious entities which work in the area of raising environmental

awareness and protecting the environment.

For its part, the support and the relation with society takes shape in the par-

ticipation in projects and social and cultural initiatives destined to improve the

quality of life of the citizens.

Regarding the claims made to Red Eléctrica by stakeholders classified and as
such, during the 2009 fiscal year 17 claims appraised were made through the
DIGAME service, all by private individuals. 88.2% correspond to minor dam-
ages occurred during the construction or maintenance of transmission grid fa-

cilities. The percentage of resolution of said claims has been 100%.

Qualification index DJSI Rating: Social dimension (0-100) 2005 2006 2007 2008 2009
Commitment with stakeholders 95 95 87 70 73
Social Communication 89 98 82 80 100
Corporate citizen 80 85 85 87 87

Surveys. Degree of satisfaction (0-10)*

Councils 6.8 n.e. 7.3 n.e. 5.9
Social environment of the activity 7.2 n.e. 7.5 n.e. 6.8
Educational and research centres 8.3 n.e. 7.7 n.e. 8.3
Financial and business analysts n.e. 7.4 n.e. n.e. 7.8
Unions 53 4.5 n.e. n.e. 4.7
Business organisations and associations 8,3 n.e. 8.5 n.e. 8.9
Environmental groups 4.5 n.e. 5.5 n.e. 7.5
NGO’s/Foundations 6.0 n.e. 7.7 n.e. 8.4

DJSI: Dow Jones Sustainability Indexes.
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Contingency management -Eu21-

Amongst its processes, Red Eléctrica has defined those that specify the man-
agement of contingencies that might be produced in the company. These
processes are developed in a series of regulatory documents which govern the
activities in the case of operational emergencies, At the same time they are also
complemented by other regulations that include the entire spectrum of possi-
ble contingencies and which affect the environment; accidents and very serious
events that affect the people; the activities in the face of situations brought about

by pandemics or the evacuation of the company’s buildings and facilities.

Additionally, the company makes available executive action guides, regarding
contingencies of the electricity system called “Service Restoration Plan”,
which shows in detail the actions to be taken to restore the energy supply
under secure conditions. Also, the company counts on a specific training cen-
tre known as the “Operation School”, in which it trains the technicians who
work in the electricity control centre, in simulations regarding the restoration

and recovery of the service.

Corporate Website

The company’s corporate website (www.ree.es) maintains the vocation of dis-
closing to all stakeholders information regarding the essential aspects of the
operation of the Spanish electricity system, in addition to the activities carried
out by Red Eléctrica as system operator and manager of the transmission grid.

Therefore, amongst the contents available on the website, of huge importance
is the information, offered in real time, regarding the electricity demand curve
across the whole country. Every ten minutes, data of the real demand is pro-
vided, alongside details of the different generation technologies with which
that demand is covered. Also shown, in ten minute intervals, is data regard-
ing the wind power generation curve in real time and its contribution to the de-

mand coverage.

\

More than 1,5

AA Rating

155



RESPONSIBILITY TOWARDS SOCIETY

\

S e i s B 1 ke s B

156

During 2009, with the purpose of contributing to climate change awareness,
data regarding the hourly estimated CO2 emissions associated to the genera-
tion of electricity in Spain has now been incorporated in the demand curve. In
the data, shown in real time, is a breakdown of the emissions corresponding to
each one of the generation technologies. In addition, new contents for the sec-
tion have been elaborated on demand side management and energy efficiency
that will be published throughout 2010. Also published, is a new version of the
educative game “Controla: electricity control simulator” which includes differ-
ent measures of energy saving and intelligent consumption. Similarly, an on-

line platform activated in emergency situations has been put into service.

In 2009, the webpage received 1,500,000 visits (18% more than in 2008) origi-
nating from hundreds of countries and almost 13 million pages were con-
sulted. The increase in the number of visits confirms the increasing
importance of the corporate website as a communication channel with all
stakeholders. The Group’s policy of transparency is also expressed on the
website of TDE (Bolivia) (www.tde.com.bo) which offers wide-ranging infor-
mation regarding the Company and the Bolivian electricity sector. In the 2009
fiscal year, this website received 24,112 external visits, an increase of 55 % on

the figure from the previous year.

Annual Evolution of corporate website visits

Thousands of sessions
800

600

339 358 400 400

226

190 200

2005 2006 2007 2008 2009
Corporate website visits == User sessions publications section
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-EC8, S01-

With the purpose of obtaining the maximum possible social acceptance in the
implementation of the new grid development projects, Red Eléctrica continues

carrying out activities to foster the participation of all the interested parties

Opinion polls.

Presentations to institutions, councils and NGO's.
Involvement in forums and technical days.
Informative leaflets and publications.
Collaborative agreements.

Projects of additional accompanying measures.

and to respond to the demands for information generated in this area.

These actions pursue the following objectives:

Integrate the presence of the Company in the social, environmental and in-
stitutional fabric of the territory where the projects take place.

Explain and disseminate the need for the projects and give adequate re-
sponses to the demand for information generated in the environment.
Maintain the informative transparency through clear, honest and timely
messages.

Conciliate the general and particular interests within the territorial scope
with the possibilities of the projects.

Achieve collaboration agreements that can contribute to sustainable devel-
opment in the implicated municipalities.

Promote the maximum institutional and social consensus in the imple-

mentation of the projects.

157



158

RESPONSIBILITY TOWARDS SOCIETY

In addition, Red Eléctrica fulfils all the applicable regulations within the de-
velopment process of electricity facilities, which amongst their contents con-
templates the form of public participation in this process. Specifically, Law

27/2006 governs the rights of access to public information.

Similarly, Law 9/2006, regarding the evaluation of the effects of certain Environ-
mental Plans and Programmes [in particular the evaluation of the Electricity In-
frastructure Plan 2008-2016) makes reference in article 10 to the consultations
of the sustainability report of the Plan or Programme submitted to the Adminis-
tration, local organisations and to all physical or legal persons who might be af-
fected by the Plan. The Ministry of the Environment and Rural and Marine Affairs

guarantees that the consultations are carried out in accordance with the Law.

In the same way, RD 1/2008 regarding the Environmental Impact Assessment
of projects, includes in article 8 the obligation to carry out prior consultations
of the environmental document and article 9 obliges public information of the

Environmental Impact Study. -Eu19-

-EU20-EU22-

In the development of the electricity facilities of REE no project implies the dis-
placement of people who reside in the surrounding areas, given that in its study
and design, not affecting the day-to-day way of living of the population is con-
templated. The effects produced by the implementation of the electricity trans-
mission facilities on the socioeconomic aspect are focused on the easements
that shall be carried out and in the social acceptance of the project, due to the fact
that the remaining components of this aspect such as demography, employment,
agriculture, livestock, business, industry, construction, etc., due to the charac-
teristics of the aforementioned, the effect is minimal, the owners can continue

with their pre-existing activity.
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The effect on the properties takes place as a result of the passage of electric-
ity lines through the territory and the possible opening of new access roads to
reach the location of the towers. In general, Red Eléctrica tries to reach an
agreement with the owners who will be affected by the installation, as much
by the towers and their access roads as by the conductors. The application of
this criteria, allows amicable agreements to be reached with more of 90% of

the owners of the land through which the transmissions facilities cross.

The economic compensation used for these agreements, is determined ac-

cording to the indicated valuation methods as set out by current law.

Red Eléctrica has set up a sustainability laboratory conceived as an instru-
ment to facilitate permanent dialogue with stakeholders and to allow a better
conciliation between the needs and demands of stakeholders and the strategy

of the company.

The strategic lines that shall be developed through laboratory are the

following:

Contribute to the implementation of the principles and objectives of sus-
tainability in the management of the company.

Foster and drive social participation, as a base for progress, well-being and
sustainable development.

Implement a management system that measures the impact and the per-

formance of the sustainability projects agreed with the stakeholders.

In this respect, the sustainability laboratory can be defined as a space for the

design and development of sustainable projects, in collaboration with local
communities, to strengthen the integration of the company in the area where

it carries out its activities, fostering neighbourly relations and mutual benefit.
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The organisational elements on which the laboratory is sustained are:

Technical committee: made up of the units of the company which represent
the dimensions of sustainable development: environmental, social and eco-
nomic. Its main mission is to define and to plan the implementation of the
sustainability projects to be developed by the company.
/ Working group: its members are proposed by the Technical Committee in
agreement with the characteristics and needs of the projects. Its mission is
to manage the projects, to carry out its evaluation and monitoring and to
propose improvement action.
\ Sustainability Councils: are advisory organs integrated by professionals of

recognised prestige. Their mission consists of evaluating the social, envi-

ronmental and economic impact of the activities of the company and identi-

o — fying the actions for imporved integration in society and the area.
] Constituted councils:

Canary Islands sustainability council (2008)

Balearic Islands sustainability council (2009)
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Environmental: territory of high ecological value: Red Natura 2000, etc.
Social: exodus and ageing of population.

Economic: existence of REE assets.

Main objectives:
Disseminate the value of own natural resources and their sustainable advantage.

Contribute to the benefit of society by adding value through the establishment of sources
of sustainable employment.

During 2009, several sustainability projects were carried out, the most note-

worthy aspects are as follows:

Social participation process in the Sierra de Gata area (Caceres).

This project was carried out in collaboration with the joint municipalities of
Sierra de Gata and ADISGATA, and consisted of holding special information
sessions with the purpose of fostering social participation, mainly of enter-

prising young people, for the sustainable development of Extremadura.

Ornithological viewing point in Palmones (Campo de Gibraltar. Cadiz)
The project consisted of the fitting-out of an installation for the observation of
birds, equipping it with telescopes and informative panels on the birds and their

habitats. This was carried out in collaboration with the MIGRES Foundation.

The energy of both shores

The project consisted of the creation of didactic support units for teaching staff
for the promotion of energy efficiency and the sustainable use of the energy,
aimed at children between 8 and 15 years old from the Arribes del Duero lo-

cality. This was carried out in collaboration with the Encuentro Foundation.

\
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Urban and territorial sustainability platform
Red Eléctrica took part in the “Natural heritage, culture and landscaping. Keys
for territorial sustainability” day, under the agreement it maintains with the

Spanish Sustainability Observatory for the development of the urban and ter-

ritorial sustainability platform
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Support for community development

The support for the community is expressed through
cooperative actions and sponsorship of specialised
organisations in the educational, environmental and
social research fields.

Distribution of investment in the community Investments in the community (% on net profit)
€2.1 million
%

@ Organisations, institutions, 1.2

associations 26%

11
09 o
® Informative days 0.8 o7 0.6
and congresses 2% :
® Educational 29% 0.
©® Environmental 6%
0

H 0,
® Social 36% 2005 2006 2007 2008 2009
® Corporate volunteers 1%

N

The variability of the investment responds to punctual or exceptional cir-
cumstances and not to a strategy. In 2008, a special environmental aware-
ness campaign was carried out and in 2009 the annual Madrid Science Fair
was not held and in which REE had been actively participating in recent years.
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Spanish Sustainability Observatory (0SE)
Collaboration agreement between REE and the University of Alcala Foundation - OSE, for the development of an urban and terri-
torial sustainability platform.

Group for the rehabilitation of the indigenous fauna and its habitat (GREFA)

Collaboration in developing activities aimed at conservation and restoration of indigenous fauna and its habitat.

“Throw them a line, plug them in to life” Campaign, project of social nature oriented to environmental aspects

Entorno Foundation

Collaboration agreement to promote environmental improvement by developing training and research activities in collaboration
with the business world. Participation in the Energy and Climate Change and Ecosystems working group.

Spanish Ornithological Society (SEO)

Framework agreement for collaboration in the execution of projects and actions that are conducive to the coexistence of electri-
city transmission lines with birdlife preservation.

Fund for the protection of wildlife (FAPAS)

Collaboration in the fostering of mountain agriculture: the planting of fruit trees in abandoned high-lying land areas with the aim
of food for the bear and the Wood Grouse.

MIGRES Foundation

Collaboration in activities related to the conservation of nature, especially migratory species.

Official School of Physicists (COFIS)

Consultancy agreement on issues within their competence, especially regarding electric and magnetic fields.

Excellence in Sustainability Club and Austurian Environmental Foundation

Sponsorship of the website “Responsabilidad i +” where new trends in corporate responsibility are disseminated.

Association of Environmental Information Journalists

Collaboration agreement to encourage environmental information, Sponsorship for the 8th National congress for environmental
journalism.

Association to the RedLife magazine

Sponsorship of Great Bustard and the Mediterranean dolphin.

CONAMA Foundation

EIMA 7. Iberoamerican Sustainable Development meeting, Aiguazu, Brazil 2009.

Presentation of «The Red Eléctrica Sustainability Laboratory ».

Donana Biological Station (CSIC)

Conservation of biodiversity: birdlife.

Governments of Aragon, Autonomous Government of Andalucia, Autonomous Government of Castilla-La Mancha,

Provincial Council of Alava, Provincial Council of Vizcaya

Collaboration in conservation activities of the natural environment, avifauna and fire prevention.

Government of the Canary Islands

Signing of the associated Declaration for the participation in LIFE Project “Reduction of unnatural mortality in threatened popu-
lations of birds in Specially Protected Areas for birds (SPAs) in Fuerteventura and Lanzarote”.

Naturaleza y Hombre Foundation

Collaboration on the LIFE project + «Conservation of biodiversity in western |beria: Campanario Reserve in Azaba».

Fernando Gonzalez Bernaldez Foundation (FUNGOBE-EUROPAC)

Collaboration agreement for the analysis of Employment Sources associated to natural protected areas.

Gypaetus Foundation

Project of selection, creation and management of areas of habitat improvement for the Great Bustard and other Steppe species.
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Higher Council of Scientific Research (CSIC)
Framework agreement for the development of common projects of mutual interest.

Research centre of Economy and Society Foundation (CIES)
Collaboration on a Master’s course Corporate Social Responsibility. Accounting and Social Auditing

University Carlos Ill
Collaboration agreement for developing a Master’s course in Industrial Economy, specialising in the energy sector, 18th edition.

Economia Aragonesa Foundation
Collaboration agreement for the development of the project «Analysis of the macroeconomic impact of the transmission
facilities planning in the electricity sector in Spain and Aragon» project to be developed 2009-2010.

Rey Juan Carlos University
Collaboration agreement for the development of the course «The challenge of scientific and environmental information.
V Scientific and environmental journalism Course-Workshop».

University of Valladolid
Programme for associated professors linked to companies, through which Red Eléctrica technical staff teach within their activity.

University of la Laguna
Collaboration agreement for the development of a Masters in renewable energy.

Empresa Seguridad y Sociedad Foundation (ESYS)
Collaboration agreement for the elaboration of studies and training activities regarding safety in companies.

University Autonoma de Madrid
Collaboration agreement with the office of international cooperation for the development of a project
of institutional strengthening of Universities of the south.

University of Barcelona [Bosch i Gimpera Foundation)

Collaboration agreement for the development of the investigation project «<Economic analysis of the role of system operator
and manager of the electricity transmission grid».

FOREVE. Spanish Forum on Electric Vehicles

Collaboration for the development of activities of general interest for industrial implementation and of the electric vehicle
market in Spain.

Alternativas Foundation

Agreement for the promotion of the development and dissemination of studies in the fields of: employment, health, culture,
education, economy, the environment, quality and immigration.

IX Science Week
Collaboration in the Science Week: Open door days at specific facilities of Red Eléctrica.

Rivas Vaciamadrid
Participation of Red Eléctrica in the «Sustainability Week in Rivas» with diverse activities such as presentations regarding
energy efficiency and demand management.
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International Solidarity
Collaboration agreement for the promotion of an increased representation of women in Bolivia and Peru, encouraging the equal
participation in all social and political areas.

Deporte de Alcobendas Foundation (FUNDAL)
Annual sponsorship for fostering local sport and the development of diverse social programmes, such as the «Integration
through sport. Immigration and the disabled», Alliance FUNDAL-UNICEF, «Educating through sport» and «We play too».

Ecologia y Desarrollo Foundation
Collaboration agreement for the development of the «Carbon Disclosure Project in Spain during 2009».

Estudios Rurales Foundation

Collaboration agreement destined to encourage rural development. Financing of the Mundo Rural en Espafa (Rural World in
Spain) photography competition.

Intermén Oxfam

Acquisition of T-shirts for the fourth Solidarity sports week.

Raman Rubial Foundation
Collaboration agreement to facilitate the activities of the foundation. Subsidy for the project «Management of the office of atten-
tion for the return of Spaniards detained in Bolivia».

APSURIA Foundation

Collaboration agreement for the supporting the financial costs so that a person may be cared for in the treatment centre and re-
sidency for the disabled of the Foundation in Alcobendas.

Victims of Terrorism Foundation

Collaboration agreement destined to the development of activities of the foundation.

Carlos Ill Foundation

Collaboration agreement for the development of social actions carried out by the organisation in the areas of Getafe and Leganés.
Administracion General de Cataluia

Collaboration agreement for the exhibition «Grids. A journey through the infrastructure in Catalonia. The value of these facilities
for the improvement of competition, progress and quality of life».

Espanol Urgente Foundation (Fundéu)
Agreement for fostering the correct use of Spanish.

Madrid Symphony Orchestra (0SM)

Co-financing of the music cycles for the Community of Madrid for the 2009-2010 season.
Madrid Hippodrome

Collaboration in the renovation of the facilities.

Europe Forum of New Economy

Co-sponsorship for the financing of the forums with renowned experts on issues of great social interest.

Europe Forum Catalonia Tribune
Co-sponsorship for the financing of the forums with renowned experts on current social issues.
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Chuecos Castle
Collaboration agreement in the fire fighting included in the Sustainable Management the area of the Chuecos Castle Plan.

ADISGATA (Association for the development of the Sierra de Gata region. Caceres)
Colaboration in citizen participation forums and the development of the area through the establishment of sources of sustaina-
ble employment.

Santa Maria la Real Foundation
Collaboration agreement. Publishing of the book: «<Romanico en Castilla La Mancha. Cuenca».

European grouping of Territorial Cooperation Duero-Douro
Collaboration agreement for the development of the county by means of sustainable rural development projects.

TDE carry out diverse activities of general interest in Bolivia directed towards

social development, the fostering of culture and the boosting of education.

In the scope of social business development, noteworthy is the organisation and
sponsorship of TDE, jointly with the Bolivian CIER Commission (BOCIER], the
“Business forum of social responsibility in the electricity sector”. Its objective
has been that of strengthening and driving the companies and institutions of the

electricity sector regarding a responsible and sustainable business management.
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-EU24-

TDE, in collaboration with the IFC (International Finance Corporation), is developing a programme to promote the access to and
use of renewable energies in rural populations of Bolivia. The objectives sought by this programme are the following:

To provide efficient services regarding energy consumption based on renewable energy

Bolivia Wind Atlas
This project has the result of the drafting of a wind atlas of the entire national territory using satellite technology.

Micro hydroelectric power stations
Construction of small generation stations, complementary to photovoltaic systems or other types of distributed generation that
constitute an alternative for the plains population and those far away from the distribution grids.

Mitigating environmental impacts

Programmes for wood burning stoves

In rural areas the implementation of wood burning stoves in closed environments have a negative impact on the health and
their inefficient use of wood has an environmental impact, In this respect, the improvement and replacement of these stoves
has been proposed for more efficient ones which do not contaminate the rooms and consume less wood.

Battery substitution
Substitution of conventional batteries for those which are rechargeable using solar energy, with the purpose of eliminating the
environmental impact produced when they are disposed of.

TDE annually collaborates with institutions and socially oriented organisations
to provide aid to the most underprivileged populations and participates in sol-

idarity campaigns to support children with disabilities.

Within the activities oriented to the promotion of culture, during 2009 the final
stage of the programme to foster sport and instil values in the children and
young people in the tropical region of Cochabamba has been carried. Through
a "Sports Management course”, coordinated between TDE and the Alcobendas
Sports Foundation (FUNDAL), training was given to 175 participants of the five

municipalities of the region.
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Similarly, TDE has participated as sponsor in cultural events of recognised
artists, groups and cultural organisations. In this management, noteworthy
was the sponsorship to the Bolivian Charango Society for the presentation of
the first “Orchestra of 1,000 charangos”, with the objective of consolidating

the charango (a small five-stringed guitar] as cultural heritage of Bolivia.

Regarding the activities carried out in the educative field, TDE maintains di-
verse agreements of mutual collaboration with the country’s universities. In
2009, the latest agreement was signed with the San Francisco Xavier Univer-

sity in the city of Sucre.

For six years it has been developing the educative programme “Together we

transmit energy”, which benefits children and young people of the schools of
rural areas of the country. In 2009, this programme benefitted more than 9,000
students that attend the 90 rural schools in the vicinity of the company’s fa-

cilities.

For its part, the interactive electricity centre made available by TDE received
visits from more than 1,500 children and young people between the ages of 6
and 17 years old during 2009. With this initiative, 18 educative institutions have /
been able to reinforce student learning regarding matters related to electric-

ity, in a didactic and interactive way.

As for their participation in the business and sectorial environment, TDE ac-

tively participates in the Bolivian CIER Commission and occupies the presi-

dency of the Bolivian CIGRE Committee. This committee is made up of the \
Andean Committee and the Iberoamerican Committee of CIGRE.
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The social activities of REDESUR are focused principally on the improvement
of education of the school children in the immediate vicinity of the electricity
facilities and are developed through the Uralan Fund managed by REDESUR

and the Compania de Jesus.

This Fund, that in 2009 was allocated 43,000 dollars, has allowed the devel-

opment of the following activities:

Reader Plan: creation of libraries in 24 educational centres, with a provision
of 646 books.

Distribution of school material: every school year the provision of educa-
tional material for the children of an average family in Peru represents a
very high expense. REDESUR has distributed packs of school material to 958
children in 29 educational centres.

Improvement in the educational facilities: 23 centres of information tech-
nology (IT) centres have been set up.

Support to teacher training: 43 teachers have been trained and 116 teach-
ers’ training packs were delivered.

Community integration training days aimed at education regarding the elec-

trical risks and environmental conservation.
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The execution of these activities has made the promotion of the REDESUR vol-
unteer programme possible, having achieved a direct participation of 8 people
(40% of the group).

Additionally, REDESUR has reached agreements with the University of San
Agustin de Arequipa and with TECSUP, an educational institution, which has
not only allowed new interns to be incorporated and to impart specific forma-
tion to the company’s technical team, but also to hold diverse courses and

technical days.

REDESUR also has a wide representation in the business and sectorial envi-

ronment, noteworthy is their presence in:

* National Society of Mining, Petroleum and Energy Executive committee
(SNMPE).

* Executive committee of Official Spanish Chamber of Commerce in Peru
(COCEP).

° Presidency of the Social Responsibility Committee of the Spanish Chamber
of Commerce

« Coordination committee of the Spanish Cooperation in Peru (CCCEP).

* Social Affairs Committee of the SNMPE employer’s association

* Presidency of the Andean Committee of Cigré.

* Secretary of the Iberoamerican Region of Cigré (RIAC).
° Committee of Occupational Health and Safety of the Regional Energy Inte-

gration Commission (CIER].
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Respect for the environment is one of the
fundamental and strategic principles of REE, as
reflected in their environmental policy and under
which all their activities are carried out.

1ISO 14001
Certificacton

(1]The quantitative indicators on pages 175-224
refer to the main activity of Red Eléctrica (un-
less expressly indicated otherwise]. On pages
225-228 those corresponding to TDE and RE-
DESUR are indicated
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Guide the Group towards sustainable development, seeking to commensurate the balance be-
tween respect for the environment, the promotion of progress, social well-being and economic in-

terests, with the objective of creating value on a permanent basis.

Seek leadership in environmental issues in all the companies of the Group within their areas of

activities.

Ensure compliance with the environmental legislation, regulations and laws applicable to the ac-

tivities they carry out.

Guarantee ongoing improvement and prevention of environmental contamination through the

updating and monitoring of management systems and environmental goals.

Promote research, the development and use of new technologies and processes in order to re-

duce or minimize environmental impact.

Integrate the environmental variable in the design and development of new plans and projects

for facilities or in the modification of existing ones.

Incorporate environmental requirements into the selection and evaluation process of suppliers

and contractors.

Elaborate and provide permanent training, awareness and motivation regarding environmental

protection to achieve a more active participation from employees.

Develop methods and channels of communication for informing and communicating with all in-

terested parties on activities related to the environment.
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Policy and management system

Red Eléctrica has implemented a certified environmental management system
in all the companies in the Group, in accordance with the UNE-EN ISO
14001:2004 standard (activities and facilities located in Spain, Bolivia and Peru]
and registered since October 2001, on the European community eco-man-

agement and auditing system (EMAS] (activities and facilities located in Spain).

The maximum operational responsibility regarding environmental aspects of
the activity in Spain falls on the Engineering and Environment Department,
which counts on a specific department that provides technical supports to all
organisational units. This department consists of 17 technicians in the main
office and 19 territorial technicians to improve the monitoring and control of

all field activities.

The environment in the processes of Red Eléctrica

Red Eléctrica identifies and assesses all those aspects derived from activi-
ties which could interact with the environment and produce any type of im-
pact. The main effects are linked mainly to the presence of the facilities
(electricity lines and substations), as well as to their construction and main-

tenance works.

Thanks to the application of preventive measures and to the accomplishment
of the works according to best environmental practices, the potential effects
are reduced and the resulting impacts are compatible or insignificant. In
those cases when effects are produced in the environment, the most ade-
quate corrective measures are applied with the purpose of mitigating or com-
pensating for them.

Preserving the natural

surroundings where our
facilities are located
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(1)

Visual impact of the facilities (lines and substations) and access routes.*

Land occupation (temporary: clearing areas for work and temporary access routes; permanent: substations
and legs of the towers).

Effects on vegetation (clearing areas for work, opening of line-hanging paths and safety corridors). -EN12-*
Effects on fauna (alteration of habitat in construction / collision of birds in maintenance). -EN12-*

Effects on the land (land movements/spillage risk of pollutant substances).

Effects on historical / cultural heritage (in land movements])

Generation of dust (at works site).

Noise generation.

Non-hazardous waste total.

Risk of water contamination (to water sources during land movements during construction/due to accidental spillage)
Fire risks.

Presence of hazardous substances (PCBs).

Electromagnetic fields.

Effect to the socioeconomic environment and to the fauna due to light pollution.

Effects on the atmosphere (SF: leaks).

(1)This table covers the potential effects (significant and of lesser significance). Those more habitual or of greater intensity are marked (*] and vary depending on the type
of facility and its location.

Starting at the initial stages of the transmission grid planning, Red Eléctrica
takes into account the alternatives of least global impact on the environment.
To this end, Red Eléctrica collaborates actively with The Ministry of Industry,
Tourism and Commerce (MITYC) in the strategic environmental assessment
process of the electricity planning. Specifically, during 2009, they worked col-

lectively on the definition and calculation of indicators that allow the evalua-

tion of the environmental effects (both positive and negative) derived from the
2008-2016 Infrastructure Plan.
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In addition, Red Eléctrica collaborates with several autonomous communities
on the development of regional electricity infrastructure plans that allow the
implementation and articulation on the territory the planning of the electrical
sector approved by the Ministry of Industry. These plans shall be included in
the Territorial Organisation Plans (POT) or they must be authorised as Special
Infrastructure Plans, both submitted to a strategic environmental assessment

procedure on behalf of the autonomous community.

Thanks to these projects, the necessary corridors shall be reserved to de-
velop approved electricity infrastructures in the present planning (2008-2016),
the first needs for the 2030 horizon and the extension of existing facilities,
that on many occasions, entre into conflict with the development of city-plan-

ning. At present the communities of Castilla-La Mancha and Madrid are being

worked with.

The definition of the alternative of least impact is the single most important
measure to avoid the majority of possible effects on the natural and social en-
vironment. For this reason, REE carries out an Environmental Impact Study on
allits projects [new facilities and modifications of facilities in service) inform-

ing the appropriate environmental administration including those cases where

We define the
alternative of least
impact so as to avoid
effects on the natural
and social environment
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they are not subject by Law to an Environmental Impact Assessment. Thanks
to this, the best locations and routes can be established for future facilities
and also the preventive and corrective measures which must be applied in the

construction and maintenance phases can be defined beforehand.

During 2009, the administrative proceedings for 82 projects began (20 of them
without being subject to an environmental assessment procedure), obtaining

environmental authorisation for 34 of them.

The construction phase

REE environmentally supervises the construction works of its new lines and
substations to ensure the compliance with environmental requirements, and
to verify the effectiveness of the corrective and preventive measures imple-
mented. In order that the environmental supervision is more effective, in many
cases the continuous presence of the supervisor in the field is considered nec-
essary, which is why specialised companies have been contracted for this type
of work (without the REE environmental technician losing the responsibility).
Permanent environmental supervision in 2009 covered 35% of works in

progress, compared to 29% in 2008.

Environmental supervision (new facilities)

2008 2009
Substations
Total works supervised 17 36
Permanent environmental supervision (contracted) 2 7
Lines
Total works supervised 27 (1.154,5 km) 33 (990,05 km)
Permanent environmental supervision (contracted)11 (753,76 km) 17 (607,83 km)
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Regarding TDE, in 2009 monitoring of the construction of the South Extension
| (Ampliacion Sur I) Project was carried out (in accordance with its Prevention
and Mitigation Programme - Environmental Application and Monitoring Plan],
presenting four Monitoring Reports and a Final Environmental report to the

competent authorities.

The maintenance stage

Red Eléctrica de Espana works with strict environmental criteria regarding
maintenance tasks. During 2009, the detailed supervision of 144 substations
took place meaning that since September 2008 (the date these activities
began) 38.44% of the REE substations have been reviewed.

In the Bolivian company TDE, a multidisciplinary team carried out the super-
vision of eight facilities in accordance with their Environmental Application

and Monitoring Plan (PASA 2009), and the corresponding reports were pre-

sented to the environmental authorities.

We work with strict
environmental criteria

in all phases
of our activity
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Management of biodiversity

Red Eléctrica has acquired a clear commitment to biodiversity which is evident

by means of two fundamental lines of work:

 Avoiding affecting those areas rich in biodiversity and, in the case of this not

being possible, carrying out all the necessary actions to diminish the effects
We apply diverse

measures to protect and

that the facilities can cause on the flora and fauna

° Actively contributing to the conservation of biodiversity of our country, par-

preserve indigenous
ecosystems and areas

ticipating and leading different projects, and carrying out different dissemi-

nation and training activities.

Red Eléctrica facilities and biodiversity

The aim of the transmission grid is to link the energy generation centres with
the consumption areas. In order to guarantee the continuity and security of
supply, as well as an adequate integration of renewable energies, this grid

must be sufficiently meshed.

Presence of facilities in Red Natura zones -en11-

2007 2008 2009 "
km of line in SAC / total km of line (%) 14.28 13.5 13.7
Surface area of lines in SAC/Total surface in SAC in Spain @ (%) 0.12 0.12 0.12
km of line in SPAs / total km of line (%) (%) 11.6 10.8 10.9
Surface area of lines in SPAs / Total surface in SPAs in Spain (%) 0.14 0.12 0.12
Number of Substations in SAC / Total Substations (%) 8.98 11.8 1.7
Number of Substations in SPAs / Total Substations (%) 7.3 9.6 9.5

SAC: Special Areas of Conservation; SPA: Specially Protected Areas for birds.

(1) In calculating the 2008 and 2009 ratios, these are adjusted in accordance with the Red Natura 2000 database published in 2008.

(2) The surface area of lines in SAC has been calculated assuming an occupation of 20 m on each side of the line. It is necessary to keep in mind that the occupation is
aerial; there is only actual occupation in the case of the towers.

Note: 7.23 km of lines have been commissioned in Red Natura during 2009, and 1 substation, 4.75% and 4.1% respectively of the total lines and substations commissio-
ned during this period.
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For this reason, Red Eléctrica’s facilities are located all over the national ter-
ritory, making it - in many cases - inevitable that they cross or be located in

protected spaces or in areas with species of interest (approximately 25% of

the Spanish territory is protected).

Potential impacts on biodiversity -En12-
The potential impacts of the activities of REE on biodiversity are related to:

o Affecting flora and the alteration of habitats of certain species, mainly dur-
ing construction activities.

° Felling and pruning due to maintenance and fire risk reduction.

* Risk of birds colliding with the grounding cables that protect the lines from

electricity discharges during storms.

In order to minimize these effects, specific working guidelines, preventive and
corrective measures are established which are more intense in the case of a

potential effect to protected areas or species existing. -EN14-
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-EN12-
Effect on vegetation
Felling of woodland due to the opening of access paths (all with positive EID) and clearing areas for work. (1)
Felling of 50 trees in wooded zones in protected natural areas (PEIN Gallifa-Cingles Berti ), 2 paths.
Felling of 820 trees in 32 tower works (29 of them in protected natural areas).
Fire

Fire caused by a spark from a grinder during maintenance operations. 15 hectares of pines and shrub-land burnt.
In this case, following a damage assessment, a restoration project was elaborated and will be carried out during 2010.

Effect on birdlife
Collisions of birds with lines in service
Collision of one stork (Ciconia ciconia) and one owl (Bubo bubo) which suffered injuries.

Detection of 12 corpses or remains of birds in a span of a line in service.- Golden Eagle (Aquila chrysaetos), Great Bustard
(Otis tarda) - vulnerable species according to the IUCN red list, -EN 15-, Grey Heron (Ardea cinerea), Griffin Vulture (Gyps
fulvus) and Marsh Harrier (Circus aeruginosus).

Collision with lines under construction

Collision of one Griffin Vulture (Gypsus fulvus) with the grounding cable during line hanging works.

(1) It is interesting to see how these effects could have been greater had the preventive measure not been applied (see the table of L/Senmnat-Vic-Bescand measures).

Amongst the different measures carried out regarding the construction of
lines for the protection of flora, noteworthy is the installation of cables, either
manually or by helicopter, the increasing of the height of towers, hoisting with

a boom crane and the stopping works during times of high fire risk.

Regarding the protection of fauna, the main measures are oriented towards the
interruption of works during the nesting period of sensitive species. In the fol-
lowing tables, the main protection measures regarding flora and the fauna are

detailed for construction works carried out during this fiscal year. -EN13, EN14-
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Minimizing the need of building new access routes

Reduction of the work clearance area
and hoisting with boom crane

Increasing the height of towers

Hanging of cable using helicopter

Transplanting of holly trees and gathering of seeds

Construction of access route using helicopter
-EN13-

RED ELECTRICA CORPORATE RESPONSIBILITY REPORT 2009

-EN14-EN13-

The access routes have been agreed on with the forestry services of the
autonomous community, and full use is made of the existing network of
paths. Some sections have been submitted to environmental evaluation.
The reduction of the environmental impact is yet impossible to determine.

Reduction of the work clearance area (from 40x40 to 16x20 m).

These measures have avoided the felling of approximately 3,300 trees, in
their majority located in protected areas.

Hoisting with a boom crane versus a standard crane requires less cleared
surface and narrower access routes, representing a lesser impact on flora.

Increase in the height of 96% of the towers to avoid the need to open a sa-
fety corridor (67 in 2009); avoiding the felling of approximately 60,300 trees.

The need to open a corridor (46.84 km)] for the hanging of cable avoided
the felling of 15,000 trees.

Transplanting of 20 Holly trees (/lex aquifolium] affected by the works to
an area in the vicinity. Gathering of seeds to be sown in forest greenhouse
for their subsequent relocating to their original habitat.

Opening of a corridor for the hanging of cables was avoided, therefore
avoiding the need to fell 190 trees: Monterey Pine (Pinus radiata) and
Common Beech (Fagus sylvatica).

Signage for the protection of priority habitats -EN13- Priority habitats that are protected: Quercus llex and Quercus

Hanging of cable using helicopter

Hanging of cable manually

Hanging of cable using helicopter

Rotundifolia; Gorse-heathland vegetation endemic to the Mediterranean
area; acidophil beech endemic to the Atlantic area with ilex and taxus
scrubland.

The need to open a corridor (26.7 km) for the hanging of cable was avoided,
therefore avoiding the need to fell 5,300 trees: eucaliptus (Eucalyptus),
Holly Oak (Quercus ilex) y English Oak (Quercus robur}, Common Beech
(Fagus Sylvatica) and protecting the flora of the SAC protected Ason River.

The need to open a corridor (4 km) for the hanging of cable was avoided,
therefore avoiding the need to fell 800 trees: species mentioned in the
previous paragraph.

The need to open a corridor (9.5 km) for the hanging of cable was avoi-
ded, therefore avoiding the need to fell 800 trees: species mentioned in
the previous paragraph.
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Hanging of cable manually Avoided the need for a corridor for cable hanging in SACs. Reduced the ef-
fect on the flora (deciduous plants, Oleander, olive groves, Rush, evergreen
shrubs, White Poplar, Willow, etc] of the riverbanks of the following rivers:
Guadalete River, Salado de Lebrija-Las Cabezas, Arroyo de Santiago, Salado
de Mordn y Matabueyes / Garrapata, Guadaira River and Corbones River.

Hanging of cable using helicopter The need to open a corridor (7.7 km)] for the hanging of cable was avoided,
therefore avoiding the need to fell approximately 2,400 sweet chestnut
trees (Castanea sativa) and to a lesser degree English Oak (Quercus robur)

Marking off of work areas -EN13- To avoid any kind of effect on the protected habitat «Oaks (Quercus ilex
and Quercus rotundifolia)».

Hanging of cable manually Span of 0.436 km, avoiding the felling of around 1.800 replanted pine.

Clean-up pruning of damaged Holm Oaks
and applying of cicatrizing substance The risk of damage to trees pruned is reduced.

Transplanting of carobs Transplanting of more than 20 carob trees, with crowns of more than 3
metres in diameters, from the area of land movements to surrounding
areas for their subsequent use in landscaping activities.

* Measures carried out on 95% of the line, including in the protected natural areas: PEIN Gallifa-Cingles Berti and PEIN Guilleries-Savassona. The felling of the following
species has been avoided: English Oak (Quercus humilis), Holm Oak (Quercus ilex], Cork Oak [Quercus suber], Sweet Chestnut [Castanea sativa), Common Beech (Fagus
sylvatical, Allepo Pine [Pinus halepensis), Maritime Pine [Pinus pinaster), as well as riverbank flora and vegetation: Black Poplar (Populus nigral, White Poplar [Populus
alba), Common Ash (Fraxinus excelsior]).
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Protection of fauna. Preventive measures during the construction phase

L/Penagos-Guenes Biological stoppage from February to August due to the presence of the Egyptian Vulture (Neophron
percnopterus). Endangered species according to the IUCN red list. -EN15-

Peninsula-Balearics Interconnection: Cable and Santa Ponsa Transformer Station
Prior removal of species of the Spur-thighed Tortoise (Testudo graeca ) - Endangered species according
to the IUCN red list -EN15- and fencing of the work areas.

L/400 Galera-Romica  Biological stoppage from April to June due to the presence of Steppe birds.

Segovia-Galapagar Biological stoppage from February to August in an area of 1.3 km critical to the Golden Eagle (Aquila

chrysaetos).

Peninsula-Balearics Interconnection: Morverdre Transformer Station

Execution of a light pollution study to prevent the effect on the fauna of the “Marjal dels Moros” wetlands

Maintenance of security corridors and fire prevention -en12, EN14-

In the line maintenance activities, the most important practice related to the
protection of flora is the correct maintenance of the safety corridors to main-
tain safety distances. This practice is fundamental at the time of reducing fire
risk to the minimum, although in itself it constitutes an effect on flora (by the
felling of trees), which is why a selective felling of species is carried out in ac-
cordance with best practices, conserving the scrubland and replacing felling

with pruning whenever possible, especially when dealing with a protected

Evolution of fires

number of fires

7 ® Lines
® Substations

2 2
1 1 I 1
2007 2008 2009
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Informative training
days regarding the
prevention of forest
fires were held in 12
provinces with 570
attendees
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species. It is important to emphasize that herbicides in the maintenance of

the safety corridors are not used.

During 2009, felling and pruning plans in several autonomous communities
were drawn up in which it has been possible to identify fire risk zones. In ad-
dition, with the aim of having a greater control on the areas that require main-
tenance of the safety corridors, during 2009 a theoretical analysis was carried
out (by means of geographical information systems) of the surface of the lines
which cross zones with flora species incompatible with the facilities, identify-
ing a total area to be maintained of 17,379 hectares (representing 13.5% of the

surface occupied by REE lines).

Additionally, REE has continued developing other lines of work, amongst which
noteworthy are the informative training days held regarding the prevention of
forest fires targeted at forest agents, Seprona agents and environmental tech-
nicians of the provincial delegations. During 2009, they were held in 12

provinces with a total of 570 attendees.

With respect to research, noteworthy is the development of the Vulcano Proj-
ect (2008-2011) in collaboration with Iberdrola, ADIF and INECO. Its objective
is the prevention of forest fires, by means of the development of an evaluation
methodology and the prevention of conflict, throughout their life cycle, be-
tween electricity lines and railway networks with their surroundings. During
2009, an analysis of possible conflicts was carried out and the development of
the methodology began.

It is important to emphasize that, thanks to the application of all these meas-
ures, the number of fires related to REE facilities remains low and their de-
rived consequences are less and less serious. The incidents that have taken
place in 2009 have been minor fire outbreaks which were extinguished with

own means and with little surface of scrubland and dry grass affected.
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When the fires have relevant consequences, restoration of the area affected is
carried out -EN13-, as is the case of the incident detailed in the table of impacts
for which a project has been defined and which anticipates the repopulation
with herbaceous material and bushes: 12,180 Stone pines (Pinus Pinea), 3,660
Holm oaks (Quercus ilex) and 400 units of other species (olive trees, almonds

tree and other species of pines and oaks).

-EN14-

The only potential negative effect for wildlife caused by facilities in service
(substations and lines of 400 and 200 kV] is the risk of collision of the birds with
the grounding cable. The main measure to reduce this risk is the signalling of

these cables by means of devices that increase their visibility.

During 2009, 251.8 km of overhead lines were marked, 156.5 km of new lines
and 95.3 km of lines already in service. The signalling of lines in construction
derives from the environmental analysis of the projects and the establishment
of preventive measures, whereas signalling of lines in service is due to the
collaboration work with the different administrations, which identified the risk
points associated to the lines present in their territory and asked for actions

to be taken regarding the lines.

Total km of lines with installed devices
km of lines with installed devices / total km
km of lines with installed devices in SPAs

km of lines with installed devices in SPAs/km of lines that pass through SPAs

*33 km have been added to the figure as a result of the updated inventory of facilities.

-EN14-
2007 2008 2009
779 923 * 1.175
3.0% 3.5% * 4.4%
212 255 375
7.0% * 8.8% 12.7%
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In addition, for the improvement of the signalling systems and to achieve bet-

ter results the following R&D&I projects have continued to be worked on:

Bird flight diverter project (2004-2009). Work was carried out in collaboration
with the Biological Station of Dofiana (CSIC] in the study of a new design of a
bird flight diverter device which has been registered for public use. According
to laboratory and field tests, this model displays the following advantages with

respect to the previous spiral one:

» 3.3 fold reduction in the bird death rate.
* Semi-automatic installation and removal, whereby the disconnection of the
line is not necessary.

* Acceptable durability.

Collision detector. The project is being carried out and will finish in 2010. It is
being carried out with the MIGRES Foundation and the University of Seville In-
vestigation Foundation and its objective is the design of an impact detection
system to be installed on grounding cables and that would allow real-time de-
tection of possible collisions and their location in order to act swiftly in the
event of accidents. To date, laboratory tests of several of the individual com-

ponents of the system and the IT programmes have been carried out. The in-

stallation of the system and the monitoring of its efficiency is pending.
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Red Eléctrica actively contributes in different activities and projects regarding

the conservation of flora and fauna, amongst which noteworthy are the following:

Steppe birds. Research Project carried out since July 2008 and which will con-
tinue until March 2012. Working with the Biological Station of Donana, CSIC
and the Gypaetus Foundation. Its aim is to design and test measures to mini-
mize the impact of the lines on these birds, especially on the Great Bustard,
Otis tarda (endangered species according to the IUCN red list) and to improve
their habitat. -EN15-. To date, an inventory of the fauna of the zone has been
carried out, sowing of legumes for food has been carried out and an awareness
meeting with hunters has been held with the aim of reducing deaths caused

directly by humans. In addition, the existing line has been marked.

Programme of re-introduction of the Black Vulture (Aegypius monachus) in
Catalonia.(2008 - 2012). Coordinated by the Rehabilitation Group of native
fauna and its habitat (GRENF), the Autonomous government of Catalonia (in
collaboration with the Autonomous government of Extremadura, the Com-
munity of Madrid and Caixa Catalunya). The project is based in the pre-Pyre-
nees area located in the Lerida region and includes field actions (marking and

monitoring, control cameras, etc.) as well as dissemination and educational

actions. The aim is to create new colonies forming natural corridors in the

Mediterranean basin. To date, the following milestones have been achieved:

Release of 27 specimens, which has been effective considering 16 of them
have remained in the area.

Improvements in the capacity of monitoring of the specimens.

First birth in captivity in Spain of the Black Vulture.

Forming reproductive pairs.

Consolidation of a flight communication passage between Black Vulture

colonies in Spain and France.

189



190

ENVIRONMENTAL RESPONSIBILITY

Brown Bear (Ursus arctos) and Wood Grouse (Tetrao urogallus). Project being
carried out since 2008 and whose conclusion is anticipated in 2010. Its main
objective is collaboration with the FAPAS Fund for the protection of the wild an-
imals and whose main objective is to support the feeding of these animals, by
means of the planting of fruit trees and positioning of beehives, thus con-
tributing to the conservation of the biodiversity in the Cordillera Cantabrica.
Between 2008 and 2009, 987 specimens have been planted and 102 beehives

and 28 pollinating stations have been put in place.

Posidonia (Posidonia sp.). Project carried out in 2008-2009, has been devel-
oped in collaboration with the company TECNOAMBIENTE and the Centre for
advanced Studies in Blanes (Superior Committee of Scientific Research and
with the Department of Ecology of the University of Barcelona). The objective
of this project has been to analyse the viability of transferring small portions
of meadow of oceanic Posidonia to later be replanted in its original location.
This would be a possible preventive measure to avoid effects form coastal
works. This year the works in the Balearics area have concluded having ob-

tained highly satisfactory results.

Conservation of species associated to limestone outcrops. Purchase by Red
Eléctrica of several plots of land totalling 100,041 m? to be handed over to the
administration with the primary target of protecting certain species of orchids,

amongst which are the endemic variety Ophys apifera var. Almaracensis

The REE Forest. Started in 2009, is an ongoing project associated to the com-
pensation of emissions (see climate change section). This compensation shall
be carried out by means of planting trees with the aim of recovering a deteri-

orated natural area.
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In 2009, the project consisted of the densification of 162 hectares of meadows
of Holm Oaks (Quercus ilex] in hills on common land in the municipal limits
of Oliva de la Frontera and Valencia de Mombuey (Badajoz]. The hills, on
which the action is carried out, have a high degree of deterioration and nat-
ural regeneration is practically nonexistent. A part of the plants used in the
works is mycorrhiza, which is hoped will provide a greater resistance to the
attacks of ground fungi. This experience will serve to evaluate the response
of this type of plant versus conventional ones along with its possible use on

other projects.

Compensatory measures associated to the REMO Project. (Second intercon-
nection cable Spain-Morocco). The section of line crosses the Parque Natural
del Estrecho (Tarifa), catalogued as a SAC (Special Area of Conservation). All

the measures that were in process which began in 2006 have been completed:

Evaluation project regarding the influence of the underwater activities on
the sea bed of the Parque Natural del Estrecho. Anchorages have been in-
stalled, that are already in operation, reducing the effect of these activities
on the specific wildlife communities in the area.

Protection and regeneration of coastal areas with threatened flora. The
restoration works of the beach at Lances have been finalised, in the Parque

Natural del Estrecho, by means of preservation works of protected flora, re-

population of zones with native species and the fencing of planted areas for
the control of damage caused by the cattle in special areas of conservation.
-EU13-

Actions for the conservation of coastal rivers and streams of the southern
half of the province of Cadiz: study on saltwater fish (Aphanius baeticus)
species in danger of extinction according to the IUCN red list -EN15- and de-
termination of measures for the preservation of the species in the area. The
protection of vernal pools, with the presence of species of interest, through

the signing of agreements with those councils concerned. -EU13-
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Study of the impact of the submarine electricity interconnection between
Spain and Morocco on the biological communities linked to the sea bed,
analysing in detail the impact factors on the evolution of the meadows of Cy-
modocea nodosa (Sea grass).

Study on the fishing of the Blackspot Sea Bream (bogaraveo Pagellus) in the
Strait of Gibraltar, with the determination of measures for the recovery of
the fishing ground in the zone.

Study of the migration of the Atlantic Red Tuna (Thunnus thynnus), that will
allow a better understanding of the fishing ground to enable the sustainable

advantage of the resource.

Project «Sponsor a species». The project came from an idea provided by the
employees through internal contest “Green Suggestion Box” (it was the win-
ning idea of 2008). During 2009, the employees chose between seven possible
projects, resulting in the Stone Curlew being the species sponsored. In the
period 2010-2011, a series of defined actions, with the aim of ascertaining

their state of conservation, shall be carried out in Gran Canaria.

Conservation of Biodiversity in Western lberia: Reserva Campanarios de
Azaba. Sponsorship of this project, whose intention in the improvement of dif-
ferent habitats and ecosystems from the forests present in the area in which
quality indicators of and methods of sustainable management shall be drawn
up. The LIFE Project which will begin in 2010 by the Naturaleza y Hombre
Foundation in the meadows of Campo de Azaba, (Salamancal).

Signing of the associated declaration of the LIFE Project Proposal,« Reduc-
tion of unnatural mortality in threatened populations of birds in the Specially
Protected Areas for birds (SPA) in Fuerteventura and Lanzarote». Activities
regarding present and future transmission lines on these islands, for the pro-
tection of certain endemic and emblematic birds of Lanzarote and Fuerteven-

tura (Hubara Bustard, Egyptian Vulture).
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Red Eléctrica and climate change!

Red Eléctrica is conscious of the important role that their activities play in the
fight against climate change, contributing solutions for the promotion of re-

newable energies and promoting saving measures and energy efficiency.

As manager of the transmission grid, REE maintains the commitment to
construct a network of electricity infrastructures suitable to allow the evac-
uation of energy coming from clean energy technologies (renewable and
combined-cycle] and, in addition, to support the powering of the High Speed
Train lines.

As operator of the system, REE has acquired the commitment to integrate re-
newable energies, working so that the energy generated by cleaner tech-

nologies is taken maximum advantage of.

As a third important point in the fight against the climate change, Red Eléc-
trica has backed efficiency and energy saving. For this reason it has created
the brand “Red Eléctrica eficiente” that distinguishes all those actions that
promote a better use of energy and resources. In this brand they encompass
not only the development of technical projects and investigation related di-
rectly to the activities of the company but also awareness campaigns and
other activities destined to the reduction of basic consumptions (mainly of
electricity).

These lines of work are complemented with other oriented activities to con-
trol, to reduce and to compensate for emissions. In addition, REE collaborates
in external initiatives like CDP (Carbon Disclosure Project) or the Action CO2
Programme (Spanish Foundation for the Environment and for Sustainable De-
velopment), which implies a voluntary commitment to the reduction of green-

house gas emissions not linked to production processes.

Our main contribution
to reduce climate
change is the
integration of
renewable energies
into the electricity
system

1In chapter 4 of this report more information is
offered on the activities carried out in this re-

gard.
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-ENé6-

REE has continued working in the construction of electricity transmission fa-
cilities in accordance with the Transmission Grid Planning 2008-2016, directly
related to other state plans on energy and the environment, amongst them
the Renewable Energy Plan 2005-2010 and the Strategic Transmission Infra-
structure Plan 2005-2020. In 2009, the administrative procedure for 63 new
facilities began. Of those projects started, 28.5% have as an objective the evac-
uation of renewable energy or the powering of the High Speed Train and 54%

have as objective the improvement of grid meshing.

As operator of the system, Red Eléctrica continues striving to integrate the
highest possible amount of renewable energy into the electricity system under
secure conditions. Through the CECRE (Control Centre for Renewable Ener-
gies), a centre which is of world reference in the monitoring and control of re-
newable energies, almost 70,000 GWh was integrated in the system during
2009, 23% more than the previous year. This increase has raised the impor-
tance of the renewable energies in the energy mix which has in turn repre-
sented a reduction of the emission factor according to that indicated in the

following table.

(t CO2/MWh generated)
2008 2009

0.3167 0.2789
The factor has been calculated for the Peninsular system, taking into account the energy mix of each year and asso-

ciating to each generation technology an emission factor in accordance with the values set out in the 2005-2010 Spa-
nish Renewable Energies Plan.

Additionally, Red Eléctrica collaborates in university training regarding re-
newable energy as is carried out in the Universidad de la Laguna through the
actual degree Maestria Universitaria en Energias Renovables. (Masters’ Degree

in Renewable Energies)
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Also worth a special mention, is the work TDE is carrying out in the field of re-
newable energy. In 2009, noteworthy is the conclusion of the Bolivian Satellite
Wind Atlas Project, carried out in collaboration with the IFC (International Fi-
nancial Corporation) and which has already been presented publicly and hold-
ing of an international workshop seminar «Pico centrales hidroeléctricas»

(Pico hydro power plants])

Demand side management initiatives -en¢-

Demand side management consists of planning and implementing measures
destined to influence the way energy is consumed with the objective of pro-
ducing the desired changes in the demand curve: reduction of consumption in
peak hours and displacement of the consumption to valley hours. Driving
these measures can contribute to a reduction in greenhouse gas emissions,
mainly because they help to a greater integration of renewable energies that

are not easily manageable.

Red Eléctrica has continued working in this area, mainly by means of con-
sumption profile studies, research projects and other initiatives, such as the
publication in real time in the corporate website of the CO2 emissions from

peninsular electricity generation facilities.

In the technological field, it is necessary to emphasize the backing of Red Eléc-

trica for the development of the electric car which, in addition to being a

Publication of CO-
emissions in real
time on the
corporate website:
www.ree.es
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cleaner alternative to the internal combustion vehicles, representing a great
opportunity for the integration of the wind power energy generated in valley
hours. In this respect, a technological monitoring report has been drawn up
regarding the electric vehicle to be fully aware of the state-of-the-art tech-
nologies necessary for its development and integration into electricity sys-
tems. In addition, Red Eléctrica participates in different projects oriented
mainly to study, from different points of view, the impact of the massive in-
troduction of the electric car on the electricity system. Amongst the initiated
projects noteworthy the following: REVE Project (Wind Power Regulation for
Electric Vehicles), DOMOCELL Project, VERDE Project and MERGE Project

Red Eléctrica has installed three recharging points for electric cars at its
Head Office in Madrid and also in the Seville branch office, and additionally
several trial sessions with different currently commercially available electric

vehicles have been carried out to show the employees their benefits.

The main emissions directly derived from the activities of Red Eléctrica are
those of sulphur hexafluoride (SFe¢), a gas used as an insulator in switches

and shielded substations.

In 2008, REE signed a voluntary agreement with the Ministry of the Environ-
ment, the Grouping of Manufacturers Electrical Equipment (SERCOBE]) and
the Spanish Electricity Industry Association (UNESA), for the reduction of sul-
phur hexafluoride (SFs) emissions in the electricity sector.

With this agreement a working framework was established to reduce emissions
by means of putting in place diverse measures to achieve this. Throughout 2009,
meetings were maintained between those signed up to the Agreement to work
on some specific points and to carry out monitoring of said points. In REE the fol-

lowing have been worked on: -EN18-
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* SFs inventory and emissions calculator: the method for calculating SFe
emissions has been modified, adapting it to that specified in the Voluntary
Agreement.

° Training; the planning and drawing up of the agenda began for the training
to give to the maintenance personnel of substations related to the handling
of SFs.

 Control and handling of SFs: criteria for the management of this gas at the
end of its useful life are being defined. In this line, in 2009 a pilot experience
regarding the removal of material by authorised waste management com-
panies was carried out, in the evaluation phase. It has been possible to de-
fine criteria regarding the management of the bottles and equipment with
SF¢ at the end of its useful life.

° State-of-the-art: a report of technological monitoring at the request of the
department of R&D&i has been drawn up. Through this study, it is the in-
tention to know the degree of progress and the technological development

regarding this subject and thus to be able to detect possible areas of action.

Evolution of SF; installed and recovered (kg)

2007 2008 2009
SFe installed 172,767 175,250 204,638
Gas reused -EN2- 484 1,705 700
SFs emissions 2 - 2,027 2,169
Emissions derived from accidents @ - - b4
Average emission rate - 1.15% 1.05%

(1] Equates to avoiding the emission of 16.730 t of CO, -EN18-
(2] Different emission factors have been applied in the calculation of SF¢ leaks depending on the age of the equipment installed. Accidents are not included in this figure.
(3] Three accidents have occurred which have represented a spillage of 64 kg.
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-EN16-
2007 ™ 2008 2009

Direct emissions

SFsemissions M - 48,455 51,838

Emissions associated to the use of fleet vehicles!? 1,932 1,995 2,437
Indirect emissions

Emissions associated to electrical energy consumption® 5,487 4,403.5 3,881.3

Emissions due to losses from electricity transmission 1,292,630 1,073,518 861,859
Emissions compensated as a result of planting trees - - - 2,430

(1] Taking potential global warming during 100 years of 23,900. Source IPPC (Intergovernmental Panel on Climate Change: 4th assessment report).

(2 ]Source used for the calculation: GHG Protocol initiative.

(3] Up until now the conversion factor (corresponding to Spain, mixed generation) supplied by the IEA (International Energy Agency. Starting in 2009, the conversion fac-
tor calculated by REE that takes into account the yearly energy mix and associates to each generation technology an emission factor in agreement to the values set out
in the 2005-2010 Spanish Renewable Energies Plan. The 2008 data is also revised.

(4) A part of the energy generated by companies does not reach the consumer but is lost in transmission. Losses are related to: the location of generation points with
respect to the consumption points, to the amount of energy demanded in the year, to the yearly generation mix energy mix (percentage of each generation technology in
the total energy generated), international exchanges and the demand curve. Practically none of these factors are controllable by REE, whereby its reduction is difficult.
However, REE works to identify and improve those which depend on their management.

We consider this information of relevance, in the same way as the emissions associated to electrical energy consumption. CO2 is not emitted during REE activities as they
take place jat the different energy generation points. To calculate the 2007 figure the IEA (International Energy Agency] emission factor [corresponding to Spain, mixed
generation).

(5] 2,120,771 km more have been driven than in the previous year (0.27 t COz/km in 2009 compared to 0.29 t COz/km in 2008).

(6] During the full life cycle of the tree..

(7) The data is not really comparable to those of 2008 and 2009 as the calculation methodology has changed.

The works that have been carried out for the reduction of emissions associated
to the consumption of electrical energy and to the use of fleet vehicles are de-

tailed in the section of energy efficiency and consumption.

-EN18-
Initiative Estimated savings t
Videoconferencing meetings 75
Company bus for employee transportation 76
Fitting of more efficient lighting elements 33
Publications in electronic format 42
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Annually, TDE carries out the control and maintenance of all vehicles so that
they do not surpass the permissible limits of exhaust gas emissions (CO and
HC) as established by Law. In 2009, all fleet vehicles were below the estab-

lished limits.

In the case of REE, the gas emissions which damage the ozone layer can be
considered irrelevant as they would only be associated to the losses coming
from the equipment with R22. These losses are minimal as suitable mainte-
nance of the equipment is carried out. During 2009, it was decided to carry
out the replacement of the air conditioning equipment for others whose gases
do not damage the ozone layer, beginning with those which showed inade-
quate functioning or had broken down. In 2010, the Plan for progressive sub-

stitution shall be continued until all equipment has been replaced. -EN19-

Project: The REE Forest

The main objective of this project is the
compensation of emissions generated by the
company by means of the planting of trees. During
2009, 8,100 oaks were planted in Extremadura®
with a estimated compensation of 2,430 tonnes of
CO: 2, which equates to 38% of the emissions
derived from the consumption of electrical energy
and the use of fleet vehicles. This percentage
greatly exceeds the compensation objective of 20%
established by REE for 2009.
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Energy efficiency and consumption

REE considers it fundamental to know and reduce its
basic consumption, as an important area of improvement
in its environmental commitment. Therefore, it works on
quantifying its main consumption and develops a series
of activities directed towards the efficient use of energy
resources and to the reduction of consumption.

Basic consumption indicators at REE

2007 2008 2009
Consumption of raw materials (kg) -EN1-
Auxiliary materials
Oil consumption™ 38,575 71,820 41,480
Regenerated oil (%)@ -EN2- 83 85 71
Paper consumption (printing and photocopies) 67,745 67,086 85,091
Paper consumption (kg /employee) 48 38 46
FSC Printing/Ecological brand (%) (%)% - 100 100
Paper consumption (publications) 73,173 78,478 49,960
Paper consumption in FSC publications (%) L 46 25

Direct energy consumption. Consumption of fuel (Joules) -EN3-

Petrol
Diesel

Total fuel ¥

592-10" 69410  7.44-10M
259101 2.67-10"  3.27-10%
2.65-10™® 27410 3.35-10"%

Indirect energy consumption. Consumption of electrical energy (Joules) -EN4-

Head Office®®

Tres Cantos®

Extra peninsular systems!®
Branch Offices

Total electrical energy consumption

2.67-101 2.99-10"®  3.02 -10%
5.65-10 12 5.94-10"2  5.84-101
2.83-101 3.39-10"2  3.95-101%
1.20-10 73 1.08-10%  1.01-10%
5.01-10™ 5.00-10™ 5.00-10™
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2007 2008 2009
Indirect energy consumption. Consumption of electrical energy (Joules) -EN4-
Losses in the transmission grid®® 1.18 10 % 1.22-10'%  1.11:107¢
Water consumption (m3)? -EN8-
Head Office 8,240 18,161 22,508
Head Office m3/employee 12.46 19.89 26.36
Centres 10,846 10,351 16,253

1 kwh=36-10 5 Joules

(1) REE is not organised as a conventional productive process therefore the total consumption of raw materials in not calculated. As indicative data, information on oil
used in maintenance is included as this is the auxiliary material of highest environmental relevance.

(2) Regenerated oil in relation to the total oil used in the transformer maintenance activities (%).

(3] Paper certified in accordance with the FSC (Forest Stewardship Council] which ensures efficient forestry use to conserve forests. 100 per cent of the paper used for
envelopes, letters and printer are FSC.

(4] 6,765,393 km in 2007, 6,835,363 km in 2008 and 8,956,134 km in 2009. (10.6 /100 km; 10.8 [/100km y 10.1 /100 km respectively).

(5] These are working centres with special characteristics as electricity control centres are found there, which work 24 hours a day and have special energy consump-
tion. As a result of the energy audit carried out in 2007 at the Head Office, it can be estimated that the consumption at the Control Centres would represent approxima-
tely 30% of the total, which would equate to 1.11-10 13 J in 2009.

(6] A part of the energy generated by companies does not reach the consumer but is lost in transmission. Losses are related to: the location of generation points with
respect to the consumption points, to the amount of energy demanded in the year, to the yearly generation mix energy mix [percentage of each generation technology
in the total energy generated), international exchanges and the demand curve. Practically none of these factors are controllable by REE, whereby its reduction is diffi-
cult. However, REE works to identify and improve those which depend on their management.

(7] The Head Office consumption has gone up due to the increase in consumption of well water, used exclusively for watering the green areas. This consumption has gone
from 8,328 m* in 2008 to 12,668 m* in 2009. The real water consumption ratio in offices would go from 10.76 m?/employee to 11.52 m?/employee. The consumption in
the work centres has increased due to fact that it now includes centres that before did not provide data to this effect. The ratio per person is not provided because the
use of water at these centres is not linked exclusively to the activities of the offices.

The water consumed in Red Eléctrica’s facilities is obtained from different

sources: municipal water mains, wells, cisterns and rain water collection tanks

(in the Northern Regional Offices and many substations, for sanitary use, for ir-

rigation and fire fighting systems). -EN10-

-EN8-

2007 2008 2009
Municipal water mains 91.58 68.65 33.79
Wells 7.25 30.73 65.16
Cisterns 1.16 0.62 1.05
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New Transfo
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As mentioned in the chapter dedicated to climate change, Red Eléctrica has
created the brand «Red Eléctrica eficiente» to highlight all those actions that
promote energy efficiency. Under this brand, all those activities destined to
the reduction of basic consumptions are included, with special emphasis for
that of reducing electricity consumption. This initiative works in parallel in
three areas: communication and awareness, research and new technologies
and implementation of saving and efficiency measures. Below, the most note-
worthy actions carried out in 2009 are summarized and some of the results

derived from actions carried out in previous years.

Incorporation of more efficient equipment in substations -ENs, EN18-
REE, back the incorporation of equipment on the market with the greatest en-
ergy efficiency when remodelling and modernizing its facilities. An example of

this is the substitution of old power transformers for new more efficient trans-

formers:
Power (MVA) No-load losses Pos.Avg(kW) Losses under load Pos.Avg(kW)
400 149 881
500 86.9 823
375 136 992
500 120 908

As one can appreciate, in addition to smaller losses, the new transformers are
of higher power, which is why the real energy savings will be even more sig-
nificant (in kW/MVA terms).
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Analysis of light pollution and energy efficiency in lighting systems in
substation facilities -EN5, EN18-

With the aim of reducing the light pollution in the surroundings of the substa-
tions and be able to save in power consumption by incorporating more ef-
ficient illumination systems, a pilot study has been carried out in a substation

in which lighting projectors equipped with LED technology are being tested.

Measures for the reduction of electricity consumption of in work centres
-ENS5, EN18-

Measures have progressively been implemented, mainly in the buildings of
Head Office, which are beginning to translate into savings, as shown in the fol-
lowing evolution of the electricity consumption table. In this fiscal year, inter-
rupters, timers, electronic ballast, movement sensors and other elements

have been installed with which it is hoped to reduce around 120,000 kWh /year.

-EN4, EN5-
2007 2008 2009
Consumption/employee (kWh/person) 7,310 6,366 6,215

(1) Corresponds to the Moraleja Centre. Does not include the consumption associated to the Control Centre.
1 kWh= 36-105 joules.

“Let’s share a car”

Initiated in 2008, but given that the campaign did not have the expected take

up, an attempt was made to drive the initiative by improving its space on the
REE intranet. Over the next year an additional push will be given, by consid-
ering it within the «REE Mobility Plan» due to be defined in 2010
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More efficient fleet vehicles
The requirements regarding consumption of fuel, COz emissions and the
engine efficiency that all the vehicles used by employees for REE business

trips must fulfil have been established, whether they be owned fleet, leased

or rented.
-ENS5, EN7-
Ahorro de combustible (L)
Holding meetings via videoconferences 27.925,520
Company bus for employee transportation 28.190,25@

(1) Number of videoconferences by average distance not travelled (average obtained from the distances to the diffe-
rent work centres] by average fuel consumption (0.08 [ /km).
(2] Buses are made available to headquarter employees (Madrid) for their transportation to the work centre.

The fuel saved is calculated by comparing the fuel used by [consumption of 0.33 l/km] with the consumption that 110
employees [bus users) would use in their private vehicles to travel the same distance.

Reduction in the consumption of paper

In addition to the activities of previous years (processing travel requests
through an IT system, sending of Christmas Greetings in electronic format,
reduction of the number of paper copies of the Environmental Impact Studies
etc.), in 2009 an important initiative was started «The Paperless Classroom»».
In addition, it has been possible to verify the saving of paper derived from the

publication of corporate information in electronic format.

Paper saved (kg)
Publishing of annual reports in electronic format 23.862MM

Paperless classroom: creation of a training room
in which different electronic tools are used 44512

(1) This saving is contemplated regarding the evolution of paper consumption in the 2008 and 2009 publications.
(2] During 2009, 65 courses were given with an average attendance of 14 people.
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Participation in the Spanish technological platforms for energy efficiency
and the digital home -EN5, EN6, EN18-

Red Eléctrica participates in these two sectorial platforms that aim to bring to-
gether the knowledge from a wide selection of companies regarding energy ef-

ficiency and the digital home.

-EN7, EN18-

Creation of a web space for Red Eléctrica eficiente

Included in this space is information related to financial assistance and sub-
sidies, informative training days and events, implementation of efficiency
measures in the company and advice on how to improve the energy con-

sumption habits.

Intelligent electricity meter

Under the motto «Know your consumption, use your energy sensibly», REE
has given out (amongst its workers, collaborators, the media, companies and
institutions) 3.000 devices to be able to measure electricity consumption at
each moment, in addition to the associated cost and COz emissions. Together

with the meter an advice guide has also been supplied.

“Mobility Week” Campaign
Coinciding with European mobility week, a contest on compositions regard-

ing sustainable mobility took place and two winners received a bicycle each.

Eco-advice Campaign

An awareness campaign regarding the efficient use of natural resources. In

2009, a survey was carried out to ascertain the impact of the campaign.
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Survey regarding energy consumption habits at work and at home

This has as its ultimate objective, from the results of the survey, the fostering
of saving measures as much in the working environment as in the home. This
project will be completed with a second survey (in 2010) that will help to
analyse the level of adoption of the energy efficiency measures by the em-
ployees of Red Eléctrica.

Didactic support units for teachers regarding energy efficiency and the
sustainable use of energy

A series of didactic units in electronic format have been developed to support
the teaching staff in transmitting the concept of energy efficiency by means of
fun activities. The project has been presented to teaching staff of the county
of Arribes del Duero (Salamanca-Castilla y Ledn) to ascertain the viability of

its implementation.

“CONTROLA”, electricity control simulator» game

An interactive game that encourages the students of Obligatory Secondary Ed-
ucation (ESO) to adopt the role of operators of the Electricity Control centre
(Cecoel] in which the players must control the amount of electrical energy pro-
vided by diverse generation power stations to respond to the consumption of

urban and industrial nuclei.

New section of news in the press dossier
Creation of a new section entitled « Sustainability and energy efficiency » in the

dossier of the news published daily by REE on the internal web.
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During REE's activities different types of waste are generated, which are sep-
arated, stored and managed in the most effective way, using a careful selec-

tion of the best suppliers for its collection and treatment.

The waste generated during maintenance activities increase as the number
of facilities (mainly substations) which are in service increase, this being the
main reason why the quantity of waste generated has been growing in recent
years (223 additional busbars and 3,400 MVA more of transformer capacity in
2009 with respect to the previous year). However, it is noteworthy that this re-
lation is not always directly due to the type of activities to which the genera-

tion of waste is linked:

Adaptation of facilities: substitution of obsolete switchgear, battery re-
placement, improvements in accident prevention systems etc. Over the last
two years numerous works have been carried out along this line and the
waste associated to those activities has grown significantly.

Accident prevention: although accidents are infrequent, accidental oil
spillage produces a large amount of waste due to the use of containment
measures (absorbent material) and cleaning up the affected areas. The work
to reduce this type of waste is linked to the appropriate preventive mainte-
nance of the equipment and to the training of the workers in trying to reduce
the number of accidents.

Regular maintenance tasks: used oils, septic tank waste, etc. In this respect,

the useful life of those materials, which allow it, is tried to be extended,

therefore reducing the amounts disposed of. As is the case of the treatment
that is carried out on transformer oils which allow it to be reused, 166 tn

having been regenerated in 2009.

Given the nature of these activities, it is very difficult to establish rules for the

reduction of waste which is why the main lines of work are directed to the im-
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provement of their management: trying to segregate them as much as possi-
ble, searching for the best options amongst our suppliers and fostering best
practices through training and awareness. During 2009, the following activities

were carried out: -EN2é-

Standardization of a new waste shed and platform for handling of oils that is
to be included as part of the new facilities.

Equipping the coffee areas of the buildings with disposal containers for the
selective collection of MSW (Municipal Solid Waste).

Establishing of a collection system for NI-Cd accumulators, adapted to the
IMS (Integrated Management System) that is currently underway in Spain. In
this way, REE becomes the product user until the end of its useful life, and
stops being a producer of this type of waste.

Progressive substitution of silica gel containing cobalt for silica gel that does
not contain hazardous substances. (Reduction of the waste’'s hazardous

properties).

Amounts managed (kg)

Non-hazardous waste -EN22- 2007 2008 2009 Type of management "4

Sludge from septic tanks 177,148 73,149 230,000"  Treatment/elimination
Scrap metal 1,876,311 1,372,185 312,226@  Recycling
Inert waste s. d. 1,634,100 321,2982  Recycling /elimination
Paper and cardboard. 78,652 76,565 68,061 Recycling
Toner 186 31 8161 Reutilizacion
Wood 58,380 124,688 12,1292 Valorisation/elimination
Waste vegetation 8,801,300 15,520 6,550 4)
Non-hazardous electrical and electronic waste 230 542 2,965 Recycling
Plastics 0 0 2,2452 Recycling
Vegetable cooking oils 4,220 5,020 3,680 Valorisation

Non-hazardous waste total 2,195,127 3,286,559 952,685
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Hazardous waste -EN22, EN24- 2007 2008 2009 Type of management !
Used oil 95,470 156,978 174,538 Regeneration/valorisation
Oil water mix 110,960 41,694 60,1409 Valorizacion
Transformers with PCBs 2,413 46,834 33,960 Regeneration/valorisation/

Elimination
Oils with PCBs 520 82,874 5,674 Elimination
Lead batteries 338 582 378 Recycling
Nickel/cadmium accumulators 10,960 2,548 20,946® Recycling
Batteries 114 34 95 Recycling /elimination
Hazardous electrical and electronic waste 269 108,169 355,3179 Recycling /elimination
Florescent tubes 410 388 818 Recycling
Earth impregnated with hydrocarbons 161,151 161,127 480,32219  Elimination
Recipients that contained hazardous substances 1,604 985 9,251 Recycling/valorisation
Gases in pressurized containers 5 14 76201
Absorbent matter and contaminated materials 371,184 2,235 598002 Valorisation/elimination
Silica gel 285 Lbd, 57013 Elimination
Non-halogenated solvents 325 0 0 Regeneration
Watery cleaning liquids 50 200 0 Elimination
Paint waste 0 0 53 Recycling/valorisation
Insulation material (with or without asbestos) 8,680 0 80 Elimination

Laboratory chemical products
containing hazardous substances 8 75 420 Elimination

Total de residuos peligrosos 764,746 605,181 1,149,305

(1] Very significant increase owing to the cleaning and fitting-out campaign that is being carried out since the end of 2008.

(2] Significant decrease regarding last year owing to the reduction of the number of renovation and improvement works in substations (the great majority of waste ori-
ginates in these types of actions.

(3] As of 2006, the maintenance and replacement of equipment is performed by an external company. The figure only included the toners that are not contemplated in
the contract.

(4) The majority has been given to the owners or incorporated into the land, hindering the possibility of providing a global figure despite the availability of the some of the
type of management information. It has not been taken into account as part of the non-hazardous waste total.

(5] An equipment replacement campaign owing to improvements in the communication and control systems has been carried out.

(6] An auxiliary transformer has been eliminated and 34 pieces of metering equipment.

(7) The decrease is a result of the procedure established for non-handling of oils with PCBs, the oil is retrieved along with the equipment and the weight of the oilis in-
cluded in the weight of the transformer.

(8] Figures resulting from the collection campaign carried out by the company “Ecopilas” (through their integrated management system SIGJ in compliance with RD re-
garding RAEE.

(9) A campaign was carried out for the removal of out-of-use equipment that was in storage at substations. As this equipment contained or had contained oil, they are
considered hazardous waste.

(10) Data resulting from the 4 fitting-out actions performed on pits of power transformers and from accidental spillage (see section concerning protection against spillage).

(11) A campaign was carried out for the removal of SFs bottles which fall out of current specification and empty bottles that were accumulated at the substations. Even
though SFs is not a hazardous substance, the bottles in which it is stored are pressurised containers and are managed as hazardous waste.

(12) Data related to accidental spillage (see section concerning protection against spillage, which has increased with regard to 2008.
(13) Progressive substitution of silica gel containing cobalt.
(14] The amount of waste whose final destination has been recycling is estimated at 34.5% of the total waste generated.
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The waste generated in construction activities is managed by the contractors.

REE communicates the requirements to them so that this management is

/ adapted through environmental specifications, and its fulfilment is reviewed

Non-hazardous waste
Excavation surpluses
Flora/Forest waste

Plastics (containers and wrapping)

Scrap waste

Septic tank sludge

Hazardous waste

Earth impregnated with hydrocarbons

Paint waste

during works supervision visits and associated documentation control. Con-
trol is evermore exhaustive due to the intensification of activities regarding

environmental supervision of works.

Paper and cardboard

Solid urban waste

Absorbent material and rags contaminated with hazardous substance

Recipients containing hazardous substances

In the subsidiary TDE, the programme for the final disposal of special and haz-
ardous waste such as: batteries/dry batteries, expired medicines and fluo-
rescent tubes, has continued to be worked on. In addition, alliances for the

recycling of paper and used toner cartridges have been carried out.

Noteworthy is the programme carried out in the community of Kasi-Kasi, by

which batteries were substituted for alternatives rechargeable using solar en-

ergy. This programme will contribute to diminishing the generation of a highly

hazardous waste for the environment. In addition, within the framework to this

initiative, 17kg of batteries from the community have been collected to initiate

their suitable management.
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-EN1-

PCBs (Polychlorinated biphenyls, polychlorinated terphenyls, etc.) are classi-
fied by the WHO as hazardous substances, their use being prohibited in new
equipment due to their long persistence in the atmosphere, for being barely
biodegradable and cumulative in the food chain and because its decomposi-

tion gives rise to high toxicity compounds classified as highly cancerigenic.

REE has analysed all the power transformers and auxiliary transformers that
it currently has installed and thanks to this it has inventoried 17 (1) trans-
formers contaminated with PCBs (4 power transformers and 13 auxiliary
transformers, representing a total of 55,383 litres of contaminated oil). This
amount is very small in relation to the large amount of equipment it has in-
stalled and considering, in addition, that none of the transformers inventoried

exceeded a concentration of 500ppm of PCBs.

Additionally, REE has an ambitious plan in relation to the equipment contam-
inated with PCBs by means of which all the inventoried transformers shall
be eliminated or decontaminated during 2010. Five transformers will be de-
contaminated (four power transformers and one auxiliary) and the rest of the

transformers will be managed by means of an authorised manager of PCBs.

In addition, there is equipment at the facilities that cannot be analysed (nor in-
ventoried therefore) until the end of their lifecycle. This is equipment with a low
oil content (in the order of 100 litres) and in these cases, a characterisation is
carried out prior to its elimination to be able to begin to adapt its suitable
waste management (the treatment is different if the waste has PCBs or not).
During 2009, 34 pieces of metering equipment contaminated with PCBs were

eliminated.

(1) Last year, data was provided for 16 invento-
ried pieces of equipment with PCBs. During
2009 3 contaminated power transformers were
acquired (as part of facilities bought from other
electricity companies), an auxiliary transformer
has been eliminated and the decontamination
of a power transformer has been confirmed.
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During 2009, spillage
contention systems
were improved on four
power transformers

(with large amounts of
oil) and 4 auxiliary
transformers (with low
amounts of oil)

In Bolivia, specific legislation does not exist regarding oil contaminated with
PCBs, despite this; an amount of 100 litres has been inventoried. It has been

identified and is contained under environmentally safe conditions.

Preventive measures for leaks and spills -En2s-

Thanks to the application of preventive measures and to the definition and ap-
plication of suitable action procedures in the case of spillages, this type of in-
cidents seldom occur and in the case when they do happen, they are not

usually serious.

The most important measures are: the preventive and corrective maintenance
of the equipment that contains oil, the adoption of best practices regarding
works (handling of equipment and polluting substances on impermeable sur-
faces), the existence of absorbent material to be used in the case of accidents
and essentially the existence of spillage containment systems for equipment
which contain hazardous substances, helping to avoid effects on the soil in

case of spillage.

Leaks and spillage -en23-

2007 2008 2009
Leaks and spillages of hydrocarbons derived from the use of machinery 2 3 2
Leaks and spillages of oil due to failure in filling the transformer 0 0 0
Leaks and spillages of oil and hydrocarbons during maintenance,
handling or storing of machinery 7 2 13 @
Explosion in measurement transformers (fire and oil spill) 6 0 0
Oil leaks in underground lines 1 0 1@

(1) Accidents of minor importance related to the breakage of hoses of the machinery used for renovation works at substations.

(2) None of the accidents registered can be considered severe. All have occurred exclusively within the perimeter of substation. In cases where accidents related to
power transformers, practically all the oil spilled ended up in the containment pit [preventive measure] although in some cases the oil sprayed out, contaminating
the gravel. The volumes of gravel contaminated varies depending on the incident, but in the worst case was of around 30 m?. In the case of metering equipment the
volumes of oil spilled have always been less than 100 litres. A high volume of waste results from these spillages [see the corresponding section]: oil collected from
pits, contaminated gravel and absorbent materials and damaged equipment; however it can be assured that the effect on the soil is zero because all the spilled ma-

terial is cleaned up.

(3] Spillage of oil in repair works of the casing of a cable. Only 6 m® of contaminated soil are generated and are managed as waste.
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Protection of the socioeconomic environment and

the landscape

Protection of archaeological and ethnological heritage

During 2009, archaeological supervision has been carried out during works

involving the movement of earth, 10 substations and 23 lines. Noteworthy are

the following special activities:

Protection of archaeological - ethnological heritage

L/Ziérbena-Abanto

The entrance to a catalogued cave is marked off to prevent any type of effect.

L/Aparecida-Tordesillas

Four manual probings are carried out in the vicinity of catalogued site, with no findings.

L/Segovia-Galapagar

The area is marked-off to protect a shelter from the civil war.

L/Cabra-Guadame

Following the discovery of small common roman construction and pottery fragments in the
initial prospecting, a probing is carried out with no findings.

L/Arcos - La Roda de Andalucia

An archaeological probing is carried out at 8 tower sites. Remains of roman necropolis are
discovered at one of them, therefore the area of the construction of the tower was protected
with geo-textile fabric. The remains were moved to the archaeological museum of Seville. Ad-
ditionally, the remaining supports are relocated.

L/Trives-Aparecida

As a result of surface probing, a different route (of a span) and the positioning of a tower
was altered.

SE Requena

A cistern tank was marked off, and subsequently restored.

Restoration of a water well in La Plana de Requena-Utiel

This construction constitutes an ethnologic property comprised of the well’s stonework structure

of approximately one metre in diameter and another stonework structure built on it, enclosed by

a false dome. The most characteristic construction elements of these types of water wells are

still present: basin, pulley and drinking trough. The restoration was carried out following the

criteria of ICOMOS (International Council on Monuments and Sites)
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SE Pesoz

SE Salas

SE Morvedre (extension)
SE Requena

SE Minglanilla

SE Abanto

SE Morella

214

-EN14-

REE is conscious of the relevance of the impact of the lines and substations on
the landscape, being one of the aspects which most influence social rejection
of high voltage facilities. For this reason, measures are taken to reduce their

impact whenever possible. Two examples corresponding to 2009 include:

L/Soto-Penagos Compacting of two stretches of parallel lines (12 km).

L/Pesoz-Salas Excavated by hand, hoisting and removal of wastes by helicopter to
avoid impact on the landscape of an access path to a tower located
at a viewpoint.

As is common practice, after all construction works of new facilities the work
areas and the accesses are restored. -EN13- On many occasions, specific land-

scape restoration projects are carried out

Restoration of a dumping site. Hydrosowing and planting of small forested areas of oaks and
birch. Use of erosion netting for restoration of slopes.

Restoration of slopes (manual sowing) and ditches.
Planting of junipers and olive trees. Laying of coloured gravel.
Planting of olive trees. Reinforcement of slope with coconut netting.

Planting of olive trees (replanted from land occupied by the substation). Reinforcement of slopes
with coconut netting and planting of herbaceous and bush-like plants.

Applying concrete to slope and aging of the same for its colour integration. Planting of climbing
plants and installation of small flora screen in corner.

Planting of Aleppo Pine (P. Halepensis) and Kermes Oak (Q. coccifera) to screen the visual impact
of the Property of Cultural Interest (BIC) of Freiximeno.

Planting of evergreen and deciduous trees in the area next to the Calders River to screen out view
from the main road.

Planting of Holm Oaks and shrub and strengthening of the slope by laying natural net, sowing or
hydrosowing.
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In addition, in an ever increasing way, measures are taken to adapt the build-
ings of the substations to the characteristics of the construction of the sur-

roundings in which they are located.

SE Bit Tinting of the building with an ochre colour (colour of other construction in the area). Fitting of

vents in accordance to typical Majorcan design.

SE Requena Adaptation of the control building and out buildings to the architectonic characteristics of the

rural constructions of the zone.

SE Minglanilla Adaptation of the control building and out buildings to the architectonic characteristics of the

rural constructions of the zone.

Nature school
The project consists of the creation of a garden in the La Mudarra substation,
which will be a space of rest and enjoyment for the workers, in addition to a

mini botanical garden, the Red Eléctrica Nature School.

The garden consists of a central walkway lined with almond trees and lateral walk-
ways with fruit trees (quinces, apple trees, pear trees and sour cherries). In addi-
tion, other fruit and ornamental trees have been used (fig trees, pomegranate,
strawberry trees, olive trees, oaks, black pines, cork oaks) selected because of
their spectacular flowering or fruits of culinary interest. Each example has a plaque

with its common and scientific name to help the stroller with its identification.

In the area where all the lateral walkways converge an area has been planned:
composed of 1,170 plants that are noteworthy for their flowering and will serve
to represent the four seasons of the year. Different discarded materials, ex-
isting in the Mudarra warehouse, have been recycled and used for the elabo-

ration of jardinieres and a pergola.

The execution of this project has been carried out by disabled workers (Parks
and Gardens section, GRUPO Lince, ASPRONA).

*Due to climatological conditions, some works
are yet to be finished and the garden shall be
inaugurated in 2010
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E/S Torrente L/400 Catadau-La Eliana  Hoisting by boom crane to minimize the effect
on citric groves.

L/Laguardia- Logrofo Prior removal of the trellis vines (D.0. Rioja) to
minimise the effect during the operation of in-
creasing the height of towers.

-PR1-

Thanks to the preventive measures that are applied in the design of the facil-
ities, the levels of electric and magnetic fields stay below levels recommended
by the Council of the European Union (The Official Journal of the European
Union 1999/519/CE: limit exposure values for the general public in sites where
they may remain for some time at 5kV/m for the electric and 100TM for the

magnetic field). The most important measures are the following:

Construction of double circuits and translocation of phases in lines.
Increasing the height of towers, thus increasing the safety distances.

Minimum distance of the lines from population nuclei and isolated houses.

In order to verify that our facilities are below exposure limits, we have carried

out an intense measurement plan that has been developed as follows:

Measurements in 1,100 proximity points (in the vicinity of which were
schools, hospitals, houses or industrial areas). All the measurements were
found to be below the levels recommended for magnetic fields and in 0.7%
of the cases, the electric field limits were exceeded, these being cases where
the points are not frequently transited by people. (Year 2004).

Measurement in 37 substations to evaluate the level of exposure of the work-
ers and to verify the compliance with the European Directive of labour ex-

posure to electromagnetic fields (2004/40/CE). All the magnetic field values
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and 92% of the electric field values were below the reference levels (500mT
and 10kV/m). Corrective measures have already been proposed and they will
be carried out when the Directive is transposed. (Year 2005)

Points related to facilities acquired from other companies were measured
that were located near population nuclei and with lines upgraded during that
year, complying with the recommended values in all the cases. (Year 2006)
In addition, due of the commitment with the population and the interest in
collaborating with public administrations and institutions, those measures
derived from complaints and claims were carried out (from 2007 the meas-
urement points have been exclusively these), having carried out 9 measure-
ments in 2009, that comply with the Llimits established in the

recommendations.

However, although our facilities comply with the European recommendation
and that social unrest in relation to this subject has diminished considerably
(thanks to research works and dissemination of information on behalf of the
scientific community and international organisations), we think that it is of ex-
treme importance to remain attentive to all innovations that arise, therefore
we are subscribed to an international information service (ELF Gateway, that
practically on a daily basis informs its clients, via email, regarding all the new
features that appear at world-wide level] and we participate in different work

groups.

In addition, we consider fundamental the active support for research in this
area. An example of this commitment is the participation in the R&D Project:
“Currents Induced in the human body by electromagnetic fields of industrial
frequency”, (carried out with the Institute of Applied Magnetism Salvador Ve-
layos) and thanks to which a calculation model of the density of current in-
duced by external fields inside the body has been drawn up. During 2009, said
model was applied to real work situations of the personnel of REE, having ob-
tained satisfactory results as the levels established in the European Directive

have not been exceeded.

\
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-EN26-

During 2009, a measurement of noise of the L/400 kV Begues-Vandellés y Sub-
station in Garraf was carried out, with all the levels measured being within the
limits as determined by legislation. In addition a measurement of noise has
been carried out in the Udalla substation, which is not yet in operation, to have

reference levels and be able to carry out an evaluation once it is in service.

In Bolivia, TDE have carried out different measurements of noise in substations,

which have complied, in all cases, with those established and required by law.
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General aspects of environmental management
Relation with stakeholders

Internal communication and training

Environmental training is fundamental at the time of forming a team which is
more and more aware and conscious of the relevance of working in accor-
dance with certain environmental criteria. In 2009, environmental training was
received by 15.39% of the workforce (an increase of 6.73% with respect to
2008) with a total of 3,109 hours.

Additionally, numerous awareness campaigns have been carried out with the
aim of contributing to improving environmental habits in daily work and fam-

ily life of each employee.

The most important activities are detailed in the section of this chapter: energy
efficiency and consumption.
Noteworthy is the Green Suggestion Box initiative, through which suggestions

from employees are received. Every year one of them is awarded a prize for

their idea, which subsequently is carried out in the following fiscal year. The

initiative selected in 2009 (“Sponsor a species”), has already begun.

As for TDE, the entire workforce received some kind of environmental aware-
ness or training during 2009. Noteworthy are the activities carried out in the
Regions and the seminar of « Monitoring of exhaust gases for vehicles » in

which contractors and invited universities also participated.

External communication

The main channel of communication for the external dissemination of information
is the website, (www.ree.es), there it is possible to find all the relevant environ-
mental information and additionally the main publications, amongst which note-

worthy are the Environmental Report and the Corporate Responsibility Report.
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The enquiries and claims of the public can be carried out through the Digame
service or the Green suggestion box on the external website. During 2009, a
total of 12 claims and 20 enquiries classified as of environmental character

were received.

Additionally, Red Eléctrica collaborates with prestigious organisations that
work in the field of the environmental protection and awareness. In addition,
it actively participates in numerous working groups, forums and congresses,
which are fundamental for the exchange of experiences and the learning. The

information regarding these activities is detailed in chapter 6.

Suppliers
Suppliers are an essential part regarding the development of REE activities, for
this reason we consider it important to extend our environmental commitment

to each one of them as an integral part of the working team.

During the qualification process of suppliers, Red Eléctrica obliges all com-

panies whose activity has an environmental impact to ensure that all their em-

ployees have a minimum environmental training. In addition, all those
companies that have been classified as of high environmental risk (compa-
nies for 17 types of services have been classified as such] must also have a

civil liability insurance with coverage for environmental damage.

Supplier / subcontractor environmental behaviour

2007 2008 2009
Number of suppliers with environmental qualification!” 195 188 115
Suppliers with a certified Environmental Management System
(UNE-EN IS0 14001:2004 or EMAS registered) divided by suppliers with qualification (%) 40 41 50

(1) Included are those suppliers qualified by Red Eléctrica and whose services rendered or product supplied has some kind of environmental connotation to be
considered.
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The Bolivian company TDE continually carries out environmental awareness

to all contractors. During the year, the direct awareness training of 268 peo-

ple who participate in the project Ampliacion Sur | was carried out.

-EN28-

During 2009, 13 sanction proceedings were resolved with a fine, 10 opened in

2008 and 3 opened en 2009.

Infringement Committed
Construction of path without authorisation
Lack of maintenance of vegetation
Unauthorised felling and pruning
Unauthorised occupation of common land
Fire due to line discharge
Unauthorised spanning of water way
Abandoned material/fire risk
Unauthorised spanning of Protected Natural Areas
Obstruction of water way

Total Cost

(1) The cases resolved are recorded in the year in which they are initiated, therefore the data for 2008 change in relation to those reported in the previous annual report.

The data shown includes the cases resolved in the current year.
(2] The amount corresponds to 10 cases (5 resolved in 2009).
(3] The amount corresponds to 4 cases (3 resolved in 2009).

(4) The amount corresponds to 2 cases [resolved in 2009).

(5] The amount corresponds to 2 cases.

Figures in euros 2007
100

91

100

200

91

240

822

2008
1,805
6,367

91

200
1,858

10,321

2,735

3,455
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-EN30-

figures in euros
INVESTMENTS

Engineering and construction of new facilities

EXPENDITURE

SGMA

Preventive and corrective measures for facilities in service
Contamination prevention
Prevention of fires
Protection of birdlife
Environmental improvement of facilities
Electromagnetic field and noise management
Waste management

Research and development

Training and communication
Environmental training and awareness programmes
Communication

Environmental taxes and levies

Expenditure of personnel dedicated to environmental activities

Total investment in the transmission grid (%)

Environmental costs / total operational costs (%)

In 2009, an important advance in the identification and control of environmental
expenditure was achieved. After an analysis of maintenance activities, a func-
tion has been included in the IT system used to this effect, which allows the pos-

sibility of identifying those work orders that have some type of environmental

repercussion.

2007
2,086,625
2,086,625

15,359,790
12,132
13,791,960
430,611
12,654,662
194,256
403,133
3,095
106,203
283,641
408,741
19,476
389,265
37,233
826,083

0.35
2.1

2008
5,078,780
5,078,780

17,150,042
10,775
14,782,548
428,204
12,712,353
682,533
402,414
2,164
554,880
496,108
711,920
41,815
670,104
207,719
940,972

0.82
2.77

2009
4,627,760
4,427,760

13,651,980
10,028
11,666,853
296,616
10,054,013
385,638
343,529
2,166
584,891
600,472
281,766
38,941
242,825
17,084
1,075,778

0.60
2.13
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Action areas Global Fulfilment
Improvement in the environmental management system and processes -EN14, EN26-
evision of the environmental criteria of the construction process 50
Updating of the environmental inventory of Red Electrica’s assets

Incorporation of environmental criteria in route sheets 85

Biodiversity: preservation of birdlife -EN14-

R&D&i projects for conservation of nature: experimental application of the bird collision detector® 0

Reduction of accidental spillage risk -EN26-

Actions to improve substations for the prevention of ground contamination ? 45

Emission control improvement -EN18-

Control and compensation of emissions in Red Eléctrica. Improvement in the integral Management of SFe.
The REE Forest Project®? 75

Consumption control -EN5, EN7-

Efficiency Improvements in consumption of natural resources, water, electricity and fuel ? 53

Relation with stakeholders
Integration with the environment of substations in service. The School of Nature 100
Encouraging good environment practises -EN5, EN7, EN18- 100

Environmental awareness of the interested parties:

Agreement with the Generalitat de Catalufia for prevention of forest fires. -EN14- 4 50
Supplier environmental awareness 0
Total fulfilment of the environmental programme (%) 5616

(1) Continues to be out of the Environmental Programme next year (it is only pending the drafting of the procedures).
(2) Continue next year as part of the objectives of the Environmental Programme. The delay in its fulfilment is due to re-adjustments in the planning and budgets.

(3] Pluri-annual objective continues next year. The progression of the objective is adequate, although the critical level established in the programme has not been rea-
ched, therefore it cannot be rated.

(4) Only pending signature, to occur in 2010.
(5] Has not been carried out. Will be included in an objective set out for 2010: development of a specific plan for environmental training.

(6] The total fulfilment of the programme is the result of adding the total fulfilment of the different objectives, weighted according to their relevance. (Does not corres-
pond to the average of the sum of total fulfilment).
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Action areas
Biodiversity -EN14-
Definition of the biodiversity strategy at Red Eléctrica.
Improvements in the control of corridor maintenance actions in areas classified as high risk of fire.

R&D&i projects for conservation of nature: birdlife.*

Landscaping -EN14-

Integration in the environment of 10 % of the buildings (new constructions).

Improvement in emission control -EN18-

Control and compensation of emissions in Red Eléctrica: improvement in the management of SFs.
The REE Forest Project.*

Consumption control -EN5, EN7-
Efficiency Improvements in consumption of natural resources: water and electricity.

Development of REE's sustainable mobility Plan. *

Risk analysis of facilities under maintenance -EN14, EN26-

Environmental risk analysis of 180 substations.*

Reduction of accidental spillage risk -EN26-

Execution of 31 improvement actions at substations for the prevention of ground contamination. *

Relation with stakeholders
Development of Red Eléctrica’s environmental training Plan. -EN5, EN7, EN18-

Execution of two environmental communication actions directed towards society.

The objective marked * are pluri-annual.
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2007 2008 2009
Environmental objectives
Compliance with the environmental programme 98.27% 99.21% 95.63%
Effect on protected areas. Impact on Biodiversity
Km of lines constructed in protected spaces/km of lines constructed (%). 0% 0% 0%
Consumption of natural resources
Total electricity consumption " (kW h) 825,865 841,724 887,218
Electricity consumption " (kWh/employee) 6,940 6,734 7,098
Total electricity consumption (Joules) -EN4- 3.0-10" 3.0-10" 3.2-10"
Total water consumption @ (m?) -EN8- 13,185 15,992 14,677
Water consumption!? (m?%/employee) 1M 128 117
Total fuel consumption of fleet vehicles® (litres) 142,618 119,240 129,891
Fuel consumption of electricity generators in substations (litres) 36 376 535.3
Total fuel consumption (Joules) ¥ -EN3- 5.1-10" 4.4-10" 4.7 10"
Greenhouse gas emission
Direct emissions - fuel consumption- (t CO2 equivalent) 385.17 322.96 352.15
Indirect emissions - derived from electricity consumption - (t de COz eq.)® ! 443.39 451.90 476.33
Total emissions (t CO2 equivalent) -EN16- 828.56 774.87 828.48
Waste generated (amounts managed) kg -EN22-
Non-hazardous
Municipal waste 11,219 17,402 9,621
Plastic waste 324 401 439
Paper waste (cardboard, newspapers, magazines) 2,030 2,638 1,411
Hazardous
Printer cartridges and toner® 193 165 141
Dry cell batteries and batteries 25 9 12.5
Sanitary goods and out-of-date medicine 2 5 4.2
Miscellaneous solids impregnated with dielectric oils 33 6 20.5
continues >
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Accidents (oil and fuel spills) -EN23-
Total number of environmental accidents
Number of environmental accidents - Oil spills
Number of environmental accidents - Fuel spills

Number of environmental accidents - Other accidents

Training and environmental awareness training
Employees who have received training in environmental matters (%)

Number of external people who have received information
in environmental areas during project execution.

Environmental communication with interested parties
Number of environmental enquiries

Number of environmental claims

Supplier / subcontractor environmental behaviour
Number of suppliers

Percentage of suppliers / contractors with SGMA certified 1SO 14001

Sanctions and fines -EN28-

Environmental costs and investment -EN30-
Environmental investment (USD)
Environmental investment / Total investment (%)
Environmental costs (USD)

Environmental costs / total costs (%)

2007

o o o o

100

1,176

15

41,663
0.42

(1) Data from Headquarters, regional centres of Valle Hermoso, Potosi, Oruro, Santa Cruz and the warehouse at La Maica.

(2) Data from the public water mains and wells. Used in gardens and toilets
(3] The fleet is made up of 30 vehicles.
(4] In the 2008 Report, there is an error in this data.

(5] Source of calculation: International Energy Agency 2006. Data for Bolivia, mixed generation.

(6] In units.

2008

o o o o

93

0

0
64,263
0.92

2009

100

268

16
00

0

0
95,213
0.77



Environmental objectives

Compliance with the environmental programme

Effect on protected areas. Impact on Biodiversity

Km of lines constructed in protected spaces/km of lines constructed (%)

Consumption of natural resources
Total electricity consumption (kW h)
Electricity consumption (kWh/employee)
Total electricity consumption (Joules)-EN4-
Total water consumption? (m3] -EN8-
Water consumption (m3/employee)
Fuel consumption of fleet vehicles (litres)
Fuel consumption of electricity generators in substations. (litres)

Total fuel consumption (Joules) ™M -EN3-

Greenhouse gas emission

Direct emissions - fuel consumption - (t CO2 equivalent)®?

Indirect emissions - derived from electricity consumption - (t de COz eq.)?

Total emissions (t CO2 equivalent) -EN16

Waste generated (amounts managed in kg) -EN-22-
Non-hazardous
Municipal waste
Plastic waste
Paper waste (cardboard, newspapers, magazines)
Hazardous
Printer cartridges and toner and chemical product containers
Dry cell batteries and batteries
Sanitary goods and out-of-date medicine

Miscellaneous solids impregnated with dielectric oils

RED ELECTRICA CORPORATE RESPONSIBILITY REPORT 2009

2007

89 %

135,813.90
7,989.05
4.9 -10M
1,020.48

60.03
3,060.16
767.94
1.4-10

10.34
26.87
37.20

639.15

41

0.93

2.5
27.6

2008

100 %

150,008.72
7,143.27
5.4-10"
1,005.93

47.90
3,118.84
1,352.52

1.6 10"

12.07
29.68
41.75

603.90

90

12
5.5
1.5

53.5

2009

100 %

156,385.28
6,516.05
5.6 -10"
1,277.64

53.23
4,794.24
947.92
2.1-10%

15.50
30.94
46.44

660.50

137

85

continues>
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2007

Accidents (oil and fuel spills) -EN23-
Training and environmental awareness programmes

Employees who have received training in environmental matters (%) -
Environmental communication with stakeholders

Number of environmental enquiries 1

Number of environmental claims 1
Supplier / subcontractor environmental behaviour

Number of suppliers 10

Suppliers / contractors with SGMA certified ISO 14001 (%) 1
Sanctions and fines
Environmental costs and investment

Environmental costs (USD) 38,000

Environmental costs / total costs (%) 2.53

2008

54

"

2009

54

45,000
2.80

(1) In the 2008 report, there is an error in this data.
(2) Source for calculation: International Energy Agency 2006. Data for Peru, mixed generation.
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Report Parameters
-3.1,3.2, 3.3, 3.8-

Based on the principle of materiality and exhaustiveness, this Corporate Re-
sponsibility Report aims to offer the relevant information on the social, envi-
ronmental and economic impacts of the Red Eléctrica Group during the 2009
fiscal year, and its evolution over the last five years regarding the majority of
the indicators. This report which Red Eléctrica has been publishing every year
since 2002, has been drawn up and validated in accordance with the recom-
mendations of the Guide for drafting sustainability reports (G3, 2006 edition)
and electric utility supplement (2009 edition) edited by the Global Reporting
Initiative (GRI) and for the sixth consecutive year it has been verified in accor-
dance with the AA1000 Standard.

In keeping with the requirements of the G3, the team responsible for defining
the contents has paid special attention to the stakeholders, integrating the
majority of their proposals with emphasis on the contributions received from

bodies and entities that disseminate and evaluate Corporate Responsibility.

With regard to the scope and coverage, this report includes complete infor-
mation regarding the management focus, activities and results of the Group’s
main activity: the electricity business in Spain by means of Red Eléctrica de Es-
pana, S.A.U. (REE) which represents 96% of the Group’s consolidated turnover
and 95% of its total assets. Regarding the rest of the Group’s activities, which
jointly represent 4% of the business turnover, included is the relevant infor-
mation of the primary company: TDE (Bolivia), as the rest of the companies
do not present significant nor real or potential sustainability impact. Nonethe-
less, also included are the most relevant indicators of the company REDESUR
(Peru), in which there is a 33.7% stake holding, and whose impact within the
set of activities pertaining to the management and operating of the Group’s

electricity grids are of little relevance. -3.5, 3.6, 3.7, 3.11-
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Additionally, this report gathers information on some of the actions and results
which demonstrate the commitment of the organisation with the compliance of
and support for Human Rights and labour rights, as well as with the Millennium
Development Goals. In this direction a list of the 10 Principles of the United Nation’s
Global Compact is included, together with the associated GRI indication and their
location in the document. It should be added that this report is completed with the
publication of Red Eléctrica Group’s Corporate Governance Report and Annual Re-
port which includes the Group’s Corporate Management Report, and are comple-

mented with the information published on the corporate website (www.ree.es).

In general, the data included in previous reports has not been reformulated,
except in some cases where quantitative data from previous years has been

updated and in this case, it is indicated in the corresponding table. -3.10-

For any clarifications and additional information about this publication or the
validation and verification report, please contact the addresses which are in-

dicated at the end of the document. -3.4-

-3.13-

The information systems used to provide the data and the results included in
this report are subjected to different internal and external control, supervi-
sion and auditing processes. The contents of this report have been checked by
an independent auditing firm and the corresponding verification process is in-
cluded at the end of this chapter.

The verification process is made up of the following milestones:

Verification of the process used to draw up the Corporate Responsibility Re-
port based on the AA1000 AS standard.
Verification and classification of the degree of compliance with the G3 guide

proposed by the Global Reporting Initiative.
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Furthermore, the economic and environmental data has been subjected to an
external audit and is published in greater detail in the company’s Annual Ac-

counts and Environmental Report for 2009. -3.9-

Red Eléctrica have followed the protocol established by the GRI and has sub-
mitted its self-evaluation for verification by SGS. This was finally confirmed
by the auditing firm as A+. Similarly, the report has been revised by the GRI,

which awarded it with the maximum level of application A+.

GRI application level (G3)

C C+ B B+ A A+
Self-evaluation (REE)

GRI REPORT

External evaluation
Independent Consultant

A+

GRI REPORT

GRI evaluation @N

GRI REPORT

i- FI8



RED ELECTRICA CORPORATE RESPONSIBILITY REPORT 2009 MM &

Index of GRI Indicators -:.12-

PROFILE page
1. Strategy and analysis
® 1.1 Declaration of the maximum authority on the relevance of sustainability for the organisation and its strategy. 5
® 1.2 Description of the main impacts, risks and opportunities. 37- 43
2. Profile of the organisation
® 2.1 Name of the organisation. 16
® 2.2 Main brands, products and/or services. 17-19
® 2.3 Operating structure of the organisation. 20
® 2.4 Location of the organisation’s head office. 249
® 2.5 Number of countries in which the organisation operates. 17-19
® 2.6 Nature of the holding and legal form. 16
® 2.7 Markets served. 17-19
® 2.8 Dimensions of the informing organisation. 22
® 2.9 Significant changes during the period covered by the Report, with respect
to the organisation’s size, structure and Holding. 16
® 2.10 Prizes and distinctions received during the period. 58-59
3. Report parameters
Report profile
® 3.1 Period covered by the information contained in the Report. 230
® 3.2 Date of most recent previous report [if any). 230
® 3.3 Presentation cycle for reports (annual, biennial, etc.). 230
® 3.4 Contact point for issues related to the report or its content. 248
Scope and coverage of the report
® 3.5 Process for defining the report contents. 230
® 3.6 Report coverage. 230
® 3.7 Indicate any limitations in the report scope or coverage. 230
® 3.8 Basis for including information in the case of joint ventures, subsidiaries, leased facilities,subcontracted
activities and entities that could significantly affect comparison between periods and/or organisations. 230
® 3.9 Techniques for measuring data and bases for making calculations, including hypotheses and underlying
techniques for the estimates applied in gathering the indicators and information contained in the report. 231

® Key @ Additional
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® 3.10 Description of the effect that might be caused by having to repeat the information (re-expression of information)
belonging to previous reports, and reasons for making that re-expression.

® 3.11 Significant changes related to previous periods in scope, coverage or valuation methods used in the report.

GRI content index

® 3.12 Table indicating the location of the basic report contents.

Verification

® 3.13 Current policy and practices in relation with the request for external verification of the report. If the verification

request is not included in the sustainability report, explain the scope and basis for anyother existing external

page

231
230

233

verification. Also clarify the relation between the informing organisation and the supplier or suppliers of the verification. 250

4. Governance, commitments and participation of stakeholders

Governance
® 4.1 The governance structure in the organisation, including the committees in the maximum body
of governance responsible for tasks such as defining the strategy or supervising the organisation.
® 4.2 Indicate whether the president of the maximum body of governance also occupies an executive post
(and if so, his function within the management of the organisation and reasons to justify this].
® 4.3 In organisations with unitary management structures, indicate the number of members
in the maximum body of governance that are independent or non-executive.
® 4.4 Shareholder and employee mechanisms for communicating recommendations
or indications to the maximum body of governance.
® 4.5 Link between the salary of the members of the maximum body of governance, other directors
and executives (including agreements for abandoning the post] and performance of the organisation
(including social and environmental performance.
® 4.6 Procedures implanted to prevent conflicts of interest within the maximum body of governance.
® 4.7 Procedure for determining the training and experience required of the members of the maximum
body of governance in order to guide the organisation’s strategy in social, environmental and economic aspects.
® 4.8 Mission statements and values developed internally, codes of conduct and relevant principles
for economic, environmental, social performance and how these are implemented.
® 4.9 Procedures of the maximum body of governance for supervising the identificationand management by the
organisation of economic, environmental and social performance, including related risks and opportunities
and adherence to or compliance with internationally agreed standards, codes of conduct and principles.
® 4.10 Procedures for evaluating the performance of the maximum body of governance, in particular with respect

to economic, environmental and social performance.

® Key @ Additional

31

35

35

29

34

28

28

28

37

29
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page

Commitment with external initiatives
® 4.11 Description of how the organisation has adopted an approach or principle of caution. 37
® 4.12 Social, environmental and economic principles or programmes developed externally,

and any other initiative in which the organisation participates or approves. 63, 246
® 4.13 Main associations to which the organisation belongs (such as sector Associations)

and/or national and international entities it supports. 63-66
Participation of stakeholders
® 4.14 List of stakeholders included by the organisation. 51, 142-171
® 4.15 Basis for identifying and selecting stakeholders to which the organisation is committed. 49
® 4.16 Approaches adopted for including stakeholders, including the frequency of their participation

by types and category of stakeholders 51,142-171
® 4.17 Main concerns and aspects of interest arising through the participation of stakeholders

and the way in which the organisation has responded to these in preparing the report. 142-171

ECONOMIC DIMENSION

Management approach 73-98

Aspect: Economic performance
® EC1. Economic worth generated and distributed. 75
® EC2. Financial consequences and other risks and opportunities for the organisation’s activities due to climate change. 40
® EC3. Coverage of obligations of the organisation due to social benefit programmes. 137
® ECA4. Significant financial aid received from governments. 77

Aspect: Presence in the market
® EC5. Range of relations between the initial standard salary and the local minimum salary in places

where important operations are carried out. 111
® EC6. Policy, practices and proportion of expenses corresponding to local supplies in places where

important operations are carried out. 148
® EC7. Procedures for hiring local staff and proportion of senior directors from the local community

in places where important operations are carried out. 110

Aspect: Indirect economic impacts
® EC8. Development and impact of investments in infrastructures and services rendered main for public benefit

through commercial commitments, pro bono or in kind. 157
® EC9. Understanding and description of significant indirect impacts, including the scope of those impacts. 95

® Key @ Additional
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page

ENVIRONMENTAL DIMENSION
Management approach. 178-228
Aspect: Materials

® EN1. Materials used in weight or volume. 200, 211

® EN2. Percentage of materials used that are recycled input materials. 197-200
Aspect: Energy

® EN3. Direct energy consumption by primary energy source. 200, 225-227

® EN4. Indirect energy consumption by primary source. 200, 225-227

® ENS5. Energy saved due to conservation and efficiency improvements.

® EN6é. Initiatives to provide energy-efficient or renewable energy-based products and services,

202-204 (note 31)

and reductions in energy requirements as a result of these initiatives. 194-195, 205
® EN7. Initiatives to reduce indirect energy consumption and reductions achieved. 205
Aspect: Water
® ENS8. Total water withdrawal by source. 201, 225-227
® EN9.Water sources significantly affected by withdrawal of water. (note 1)
® EN10. Percentage and total volume of water recycled and reused. (note 2)
Aspect: Biodiversity
® EN11. Location and size of land owned, leased, managed in, or adjacent to, protected areas
and areas of high biodiversity value outside protected areas. 180
® EN12. Description of significant impacts of activities, products, and services on biodiversity in
protected areas and areas of high biodiversity value outside protected areas. 181-187
® EN13. Habitats protected or restored. 182-184, 214
® EN14. Strategies, current actions, and future plans for managing impacts on biodiversity. 181-187, 214

® EN15. Number of IUCN Red List species and national conservation list species with habitats

in areas affected by operations, by level of extinction risk.

Aspect: Emissions, Effluents and Waste

182, 185, 189, 191

® EN16. Total direct and indirect greenhouse gas emissions by weight.

® EN17. Other relevant indirect greenhouse gas emissions by weight.

® EN18. Initiatives to reduce greenhouse gas emissions and reductions achieved
® EN19. Emissions of ozone-depleting substances by weight.

® EN20. NOx, SOx, and other significant air emissions by type and weight.

® Key © Additional

198

225-227, (note 3)
197.199

199

(note 4)
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page
® EN21. Total water discharge by quality and destination. (note 5)
® EN22. Total weight of waste by type and disposal method. 208-209, 225-227
® EN23. Total number and volume of significant spills. 216, 226-228
® EN24.Weight of transported, imported, exported, or treated waste deemed hazardous under the terms
of the Basel Convention Annex |, II, Ill, and VIII, and percentage of transported waste shipped internationally. 209
® EN25. Identity, size, protected status, and biodiversity value of water bodies and related habitats
significantly affected by the reporting organisation’s discharges of water and runoff. (note 6)
Aspect: Products and Services
® EN26. Initiatives to mitigate environmental impacts of products and services,
and extent of impact mitigation. 208, 212, 218, 223-224
® EN27. Percentage of products sold and their packaging materials that are reclaimed by category. (note 7)
Aspect: Compliance
® EN28. Monetary value of significant fines and total number of non-monetary
sanctions for non-compliance with environmental laws and regulations. 221, 226-228
Aspect: Transport
® EN29. Significant environmental impacts of transporting products and other goods and materials used
for the organisation’s operations, and transporting members of the workforce. (note 8)
Aspect: Overall
® EN30. Total environmental protection expenditures and investments by type. 222, 226-228

® Key @ Additional
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SOCIAL DIMENSION

Labour practices and work ethics

Management approach. 101-139

Aspect: Employment
® LA1. Break-down of employee groups, by type of employment, contract and region. 107
® LA2. Total number of employees and average turnover, broken down by age groups, sexes and regions. 108
® | A3. Social benefits for full-time employees, not offered to temporary or part-time employees,

broken down by activity. 137

Aspect: Relations between company and employees
® LA4. Percentage of employees covered by a collective bargaining agreement. 114
® LA5.Minimum period/s of relative notice related to organisational changes, and whether these notification

are specified in collective agreements. 116

Aspect: Occupational safety and health
® | Ab. Percentage of total employees represented on joint health and safety committees formed by the company-

workers, to help in controlling and advising with respect to occupational health and safety programmes. 117

® LA7. Absenteeism, professional illnesses, days lost and number of mortal victims related to work by regions. 121
® | A8. Educational, training, advisory and risk-prevention and control programmes applied to employees,
their families or community members in relation with serious illnesses. 121-123
® LA9. Health and safety aspects covered by formal agreements with trade unions. 114,117

Aspect: Training and education
® LA10. Average hours of training received per year by each employee, broken down by professional Categories. 124-125
® LA11. Management programmes on skills and ongoing training to promote eligibility of employees

for jobs and to support them in managing the end of their professional careers. 124
® | A12. Percentage of employees receiving regular performance and professional development appraisals. 128

Aspect: Diversity and opportunity
® LA13. Composition of the corporate bodies of governance and staff, broken down by sexes, age groups,

belonging to minority groups and other diversity indicators. 31,131
® LA%4. Ratio between basic salaries for men with respect to women, broken down by professional categories. 131

238 ® Key @ Additional
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page
Human rights
Management approach 45,101-139
Aspect: Investment and supply practices
® HR1. Percentage and total number of significant investments agreements including human rights
clauses or which have been analysed with respect to human rights. (note 9)
® HR2. Percentage of main distributors and contractors which have been analysed with respect to human
rights and measures taken as a result. 149-150
® HR3. Total hours of training received by employees on policies and procedures related to those aspects
of human rights that are relevant for their activities, including the number of employees trained. (note 11)
Aspect: Non-discrimination
® HR4. Total number of incidents due to discrimination and measures taken. (note 10)

Aspect: Freedom of association and collective bargaining

® HR5. Company activities in which freedom of association and to participate in collective bargaining

may be exposed to important risks and measures adopted to support those rights.

Aspect: Child labour

114-116, [note 12)

® HR6. Activities identified that pose a potential risk of child labour incidents,

and measures adopted to help eradicate them.

Aspect: Forced labour

102, (note 12)

® HR7. Operations identified as posing a high risk of leading to episodes of forced or non-consented

labour and measures adopted to help eradicate them.

Aspect: Safety practices

102, (note 12)

® HR8. Percentage of safety personnel trained in organisational policies or procedures on human rights

aspects that are relevant for their activities.

Aspect: Rights of the indigenous population

(note 11)

® HR9. Total number of incidents related to infringements of the rights of the indigenous population

and measures taken.

® Key @ Additional

(note 13)
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page
Society
Management approach 141-171
Aspect: Community
® SO1. Nature, scope and effectiveness of programmes and practices for evaluating and managing impacts
of operations on communities, including entry, operation and exit. 157
Aspect: Corruption
® S02. Percentage and total number of business units analysed with respect to risks related to corruption 42
® S03. Percentage of employees trained on anti-corruption policies and procedures in the organisation. (note 11)
® SO4. Measures taken in response to symptoms of corruption. 42
Aspect: Public policy
® SO5. Position in public policies and participation in their development and lobbying activities. 61
® S06. Total value of financial contributions and contributions in kind made to political parties
or related institutions, by countries. (note 14)
Aspect: Unfair competition behaviour
® S07. Total number of actions due to causes related with monopolistic practices and against
free competition, by countries. (note 15)
Aspect: Compliance with legislation
® S08. Monetary value of sanctions and significant fines and total number of non-monetary sanctions
derived from non-compliance of laws and regulations. (note16é)

® Key @ Additional
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Responsibility for products
Management approach 118-147
Aspect: Health and safety of clients
® PR1. Phases in the life-cycle of products and services in which are evaluated, for improvement, the impacts
of the same on health and safety of clients, and the percentage of significant product and services categories
subject to those evaluation procedures. 118, 216
® PR2. Total number of incidents arising from non-compliance of legal provisions or voluntary codes
on the impacts of products and services on health and safety during their life cycle distributed based
on the type of result of those incidents. (note 17)
Aspect: Labelling of products and services
® PR3. Types of information on products and services required by the applicable procedures and regulations,
and percentage of products and services subject to those informative requirements. 18
® PRA4. Total number of breaches of the regulation and voluntary codes with respect to information
and labelling of the products and services, distributed based on the type of result of those incidents. (note 18)
® PRS. Practices with respect to customer satisfaction, including the results of satisfaction surveys. 145
Aspect: Marketing communications
® PRé. Programmes of compliance with laws or adhesion to voluntary standards and codes mentioned
in marketing communications, including advertising, other promotional activities and sponsorships. (note 19)
® PR7. Total number of incidents due to non-compliance of regulations regarding marketing communications,
including advertising, promotion and sponsorship, distributed by type of result of those incidents. (note 19)
Aspect: Client privacy
® PR8. Total number of complaints due mainly to respect for privacy and the disclosure of customer personal data.  (note 20)
Aspect: Legislative compliance
® PR9. Cost of any significant fines due to non-compliance of regulations with respect to the supply
and use of the organisation’s products and services. (note 21)

® Key @ Additional
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ELECTRIC UTILITY SECTOR-SPECIFIC SUPPLEMENT
Organisational Profile
® EU1. Installed capacity, broken down by primary energy source and by regulatory regime. (note 22)
® EU2. Net energy output broken down by primary energy source and by regulatory regime. (note 22)
® EU3. Number of residential, industrial, institutional and commercial customer accounts. (note 24)
® EU4. Length of above and underground transmission and distribution lines by regulatory regime. 84
® EUS. Allocation of COze emissions allowances or equivalent, broken down by carbon trading framework. (note 25)
Economic Dimension
Aspect: Availability and Reliability
® EU6. Management approach to ensure short and long-term electricity availability and reliability. 81
Aspect: Demand-Side Management
® EU7. Demand-side management programs including residential, commercial, institutional and industrial programs. 92
Aspect: Research and Development
® EU8. Research and development activity and expenditure aimed at providing reliable electricity
and promoting sustainable development. 95
Aspect: Plant Decommissioning
® EU9. Provisions for decommissioning of nuclear power sites. (note 22)
Aspect: Availability and Reliability
® EU10. Planned capacity against projected electricity demand over the long term,
broken down by energy source and regulatory regime. 83, (note 23)
Aspect: System Efficiency
® EU11. Average generation efficiency of thermal plants by energy source and by regulatory regime. (note 22)
® EU12. Transmission and distribution losses as a percentage of total energy. (note 26)
Environmental Dimension
Aspect: Biodiversity
® EU13. Biodiversity of offset habitats compared to the biodiversity of the affected areas. (note 27)

® Key @ Additional
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Social Dimension

Aspect: Employment
® EU14. Programs and processes to ensure the availability of a skilled workforce. 124
® EU15. Percentage of employees eligible to retire in the next 5 and 10 years broken down

by job category and by region. 103, 106
® EU16. Policies and requirements regarding health and safety of employees and employees

of contractors and subcontractors. 117
® EU17. Days worked by contractor and subcontractor employees involved in construction,

operation & maintenance activities. 122
® EU18. Percentage of contractor and subcontractor employees that have undergone relevant health and safety training. 120

Aspect: Community
® EU19. Stakeholder participation in the decision making process related to energy planning and infrastructure development. 158
® EU20. Approach to managing the impacts of displacement. 158

Aspect: Disaster/Emergency Planning and Response
® EU21. Contingency planning measures, disaster/emergency management plan and training programs,

and recovery/restoration plans. 158
® EU22. Number of people physically or economically displaced and compensation, broken down by type of project.

Should be under the category of community — not disaster 158

Aspect: Access
® EU23. Programs, including those in partnership with government, to improve or maintain access

to electricity and customer support services. 81

Aspect: Provision of Information
® EU24. Practices to address language, cultural, low literacy and disability related barriers

to accessing and safely using electricity and customer support services. 168
® EU25. Number of injuries and fatalities to the public involving company assets, including legal judgments,

settlements and pending legal cases of diseases. (note 28)

Aspect: Access
® EU26. Percentage of population unserved in licensed distribution or service areas. (note 29)
® EU27. Number of residential disconnections for non-payment, broken down by duration

of disconnection and by regulatory regime. (note 30)
® EU28. Power outage frequency. 86
® EU29. Average power outage duration. 86
® EU30. Average plant availability factor by energy source and by regulatory regime. (note 22)

® Key @ Additional
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To facilitate the identification of the indicators required by the Global Reporting Initiative, in drawing up the report, references

are included -X.X- corresponding to the indicator codes, as shown in this table.

Notes to the GRI indicator table

o o1~ W

10
11

12

13
14
15

Not applicable. The water consumed is obtained from authorised water withdrawal points [municipal water mains or Wells or cisterns].
Therefore, no direct effect exists on the ecosystems.

In some REE buildings and substations, rain water is collected for use. At the moment there is method to determine the amount of
rain water used.

Have not been quantified at the moment. This information will be included in future reports.
Not applicable. These emissions are not generated directly by the activities of the Company.
Not applicable. The Company has no dumping activities associated with productive processes.

Not applicable. Pluvial water dumping from substations (which is the only water dumping associated to the activities of REE that takes
place] does not effect hydric resources nor the associated habitats.

Not applicable. Red Eléctrica does not commercialise products.

The transport of materials and people are not considered significant impacts. The impacts considered are those indicated in EN3, EN4
and ENT7

The document of Red Eléctrica on general contracting conditions [(available on the company website] establishes in section 19 refer-
ring to Corporate Responsibility, the respect for the Global Compact Principles and Human Rights when carrying out its activities
whether they be carried out by its own personnel or subcontracted personnel.

In2009, no claims or incidents associated with discrimination were recorded.

All employees have been informed of and trained in the Code of Ethics principles which must govern their daily activity, in which are
specifically included the criteria and procedures to be carried out to comply strictly with human and labour rights. Additionally, the
newly incorporated staff is given the Code of Ethics along with all rest of the induction documentation. Another of the aspects on
which employees have been trained is the policy and measures of anti-corruption, especially in those organisational units most in-
volved.

The activities carried out by the Red Eléctrica Group are characterised for being intensive in highly qualified human capital making it
impossible for there to appear any problems related with human rights, such as child and forced labour, or freedom of association
amongst others. In addition the SA8000 Standard certification and the AENOR certification based on the RS10 guide verify that these
human and labour rights are guaranteed. Additionally, Red Eléctrica de Espana, in compliance with the current labour legislation,
recognizes the right of freedom of association of the workers and respects the regulatory framework of the collective bargaining
agreements as source of rights and obligations between the parties as this is the nature it is attributed by the Spanish legislation.

There is no record that any incident related to infringements of the rights of the indigenous people has occurred.
No contributions have been made to any political parties.

No legal claims against the Red Eléctrica Group have been registered related to acts taken against the competition, anti-monopolis-
tic legislation and monopolistic practices.
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19
20
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22

23

24

25

26
27

28
29
30
31
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In 2009, there are no sanctions and fines, nor non-monetary sanctions derived from the non-compliance with the laws and regula-
tions.

There has been no significant incident registered linked to the non-compliance with the legal regulation o of the voluntary codes re-
lated to the impacts of the goods and services on health, and safety during its life cycle.

Not applicable. The products of Red Eléctrica are exempt from labelling.
Red Eléctrica does not carry out any campaigns for advertising or commercial purposes.
No complaints have been filed with regards to infringements of customers " rights to privacy or the theft and loss of personal data.

In 2009, no significant fines have been imposed due to breach of laws and provisions regulating the supply and use of products and
services

Not applicable. All the activities of the Group are related with the transmission of electricity and with the operation of the electricity
systems, but not with the generation of electricity.

As the electricity system operator and transmission agent, this indicator has been interpreted as the planning of the grid in accor-
dance with the 2008-2016 Infrastructures Plan.

In Red Eléctrica, clients are regarded as the market agents. In December 2009, 408 market agents were registered in the System Op-
erator’s information system.

Not applicable. The activity of electricity transmission does not directly generate emissions and consequently they are not subject to
emission quota rights of COz equivalent.

The losses attributable to the transmission grid during 2009 are estimated to be 1.2% over the transmission demand.

Due to preventive and corrective measures applied, the facilities of REE do not entail a sufficiently significant loss of biodiversity to
require the establishing of compensation zones. The effects generated are punctual and very specific, and in some cases compen-
satory measures such as the planting of trees due to the felling activity or habitat restoration measures [such as the case of the
measures associated to the REMO Project and that included in the report]. The comparison of the compensation habitat with the area
affected is not applicable as the effects on the original habitat are practically inexistent.

In 2009, no fatal injuries or casualties have occurred among the citizens and that involved company assets.
Red Eléctrica does not carry out distribution activity, only high voltage transmission.
Not applicable. Red Eléctrica, as high voltage transmission agent, does not reach the final consumer.

Only partial data about consumption reduction are shown. Although, the initiatives put in place for energy efficiency and saving are
described, and whose degree of efficiency will be measured in subsequent fiscal years.
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APOYAMOS
EL PACTO MUNDIAL

United Nations Global Compact -z..2-

The Red Eléctrica Group has considered, as a whole, to be adhered and support the United
Nations Global Compact. The Board of Directors and senior management team consider
this initiative as a high value proposition for the defence of Human rights, respect for the
Environment, committed support for the social advance in all its aspects and the fight
against corruption.

REE is founder member of the Spanish Global Compact Association [ASEPAM] and annu-
ally presents the Progress Report, like TDE do. The reports can be consulted on the Span-
ish Global Compact website (www.pactomundial.org). For the Group, supporting the Global
Compact and keeping its commitments with its principles represents a key cornerstone

when developing and implementing Corporate Responsibility policies.

ASPECTS GLOBAL COMPACT PRINCIPLES

Human Rights

1.

Companies will support and respect the protection of the fundamental human
rights, recognised internationally with their scope of influence.

. Companies will ensure that their companies are not involved in any infringement

of human rights.

Labour rights

3.

5.
6.

Companies will support freedom of association and the effective
acknowledgement of the right to collective bargaining.
Companies will support the eradication of all types of forced
labour or labour carried out under coercion.

Companies will support the eradication of child labour.

Companies will support the abolition of discrimination at work and in occupation.

Environment

7.
8.

Companies will maintain a preventive approach that favours the environment.
Companies will encourage initiatives to promote greater
environmental responsibility.

. Companies will favour the development and diffusion of technologies

that respect the environment.

Anti-corruption

10.

Companies will work towards eradication of corruption
in all its forms including bribery and extortion.

GRI Indicators

HR1-9, LA4, LA13-14, ECS, LA6-9, PR1, SO5

HR1-2, HR6-7, SO5

HRS, LA4, LAS, S05
HR7, EC5, SO5

HRé, SO5
HR4, LA13, LA14, EC7, SO5

4.11-12, EN18, EN26, SO5

EN5-7, EN11, EN12-14, EN18, EN26, EC2, SO5

EN6-7, EN18, SO5

$02-505
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The Millennium Development Goals

in the Red Eléctrica Group

During 2009, the Red Eléctrica Group continued to work in order to achieve a more equi-

table and sustainable world by orienting its efforts towards the fulfilment of the Millen-

nium Development Goals promoted by the United Nations.

The initiatives carried out this year have been focused especially on contributing to pro-

moting gender equality and empowerment of women, both at an internal organisational

level as well as by means of collaborations with external organisations. Other actions fo-

cused on other Objectives have also been carried out, as defined in the following table:

Millennium Goals

1. Eradicate extreme poverty & hunger.

2. Achieve universal primary education.

3. Promote gender equality
and empower women.

4. Reduce child mortality
5. Improve maternal health

6. Combat HIV/AIDS, Malaria
and other diseases

7. Ensure environmental sustainability.

Key initiatives

No specific initiative

The Uralan Fund (Redesur-Peru), focused on the improvement of the educa-
tion for students in schools located in the proximity of the company’s electricity
facilities.

REE corporate volunteer Project with Maiti Nepal, NGO dedicated to the fight
against child exploitation and the trafficking of girls and women.

Obtain EFR certification (Empresa Familiarmente Responsable) in REE and

putting into place new work-life balance measures. “Armonia” Programme for
work-life balance (TDE]

Approval of Equality Plan (REE]
No specific initiative

No specific initiative

No specific initiative

Renewable Energy Programme in Bolivia focused on promoting access and
use of renewable energies in rural populations and on improving health and
mitigating the environmental impacts caused through the use of wood stoves,
replacing them with other ones more efficient and healthy.

Collaboration with FAPAS (Fondo para la proteccion de los animales salvajes)
in Asturias for planting of fruit trees and placing of beehives, with the aim of
recuperating abandoned land and promoting sustainable employment sources.

8. Develop a Global Partnership for development Participation in several forums and initiatives regarding corporate responsibility.
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Contact 2., 3.
For any consultation, opinion or suggestion about this report, please contact:

Stakeholder attention service
www.ree.es - digame(dree.es
Telephone: +34 91 728 62 15 - Fax: +34 91 650 45 42

ame

This report is only published in electronic format.

This report integrates all the activity of the Company during fiscal year 2009 and is com-
plemented by the legal documentation (Corporate Governance Report and Consolidated
Annual Report). All these documents are published, for a second consecutive year, exclu-

sively in electronic format, in line with our commitment to reduce the use of paper.

In addition, we have published, in paper format, a summary report with all the most rele-
vant aspects of the 2009 fiscal year. This document and those previously indicated are avail-

able on the corporate website: www.ree.es.

Nevertheless, if for any reason someone cannot access the electronic format version, they
may request the delivery of a printed copy of the PDF format by contacting the DIGAME

Stakeholder attention centre.
This English version is a translation of the original and authentic Spanish text found in the
“INFORME DE RESPONSABILIDAD CORPORATIVA DE RED ELECTRICA 2009", originally is-

sued in Spanish. In the event of discrepancy, the Spanish-language version shall prevail.

Publishing the documents in electronic format has represented a savings of 21 tonnes of

paper, with an estimated reduction in the environmental impact of:

Wy, -
"i" 294 trees @38 tin COz eq. 6 1 million litres of water
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RED ELECTRICA DE ESPANA, S.A.U.

Paseo del Conde de los Gaitanes, 177
28109 Alcobendas (Madrid)
www.ree.es

redelectrica@ree.es

Centre Paseo del Conde de los Gaitanes, 177
28109 Alcobendas (Madrid)

Levante Edificio Europa
Avenida de Aragon, 30 - Planta 14 J
46021 Valencia

North-East Avinguda Paral.lel, 55

08004 Barcelona
North Camino Miramar, 60

48014 Bilbao (Vizcaya)
West Zalaeta, 46

15002 La Coruna

South Inca Garcilaso, 1
Isla de la Cartuja
41092 Sevilla

Balearic Islands

PALMA Camino Son Fangos, 100
Edificio Mirall Balear, 22 planta
07007 Palma de Mallorca

Canary Islands

GRAN CANARIA C/ Juan de Quesada, 9
35001 Las Palmas de Gran Canaria

TENERIFE Nuestra Sefora de la Ternura, s/n
Poligono Los Majuelos
38108 San Cristdbal de la Laguna

Ceuta Beatriz de Silva, 2 - 2° centro derecha. 51001 Ceuta
Melilla Galeria de Servicios del Cargadero del Mineral - Local 7. 52001 Melilla

RED ELECTRICA INTERNACIONAL, S.A.U.
Paseo del Conde de los Gaitanes, 177. 28109 Alcobendas (Madrid)

Juan de la Fuente, 453. San Antonio-Miraflores. Lima (PERU)
www.redesur.com.pe

Colombia, 0-0655. Casilla Postal N° 640. Cochabamba (BOLIVIA)
www.tde.com.bo

Tel.
Fax

Tel.
Fax

Tel.
Fax

Tel.
Fax

Tel.
Fax

Tel.
Fax

Tel.
Fax

Tel.
Fax

Tel.
Fax

Tel.
Fax

Tel.
Fax

Tel.
Fax

Tel.
Fax

(+34) 91 6508500/ 20 12
(+34) 91 650 45 42 /76 77

(+34) 91 6508500/ 20 12
(+34) 91 650 45 42/ 76 77

(+34) 96 339 26 55
(+34) 96 339 28 41

(+34) 93 443 08 61
(+34) 93 442 60 11

(+34) 94 476 41 85
(+34) 94 476 32 72

(+34) 981 22 49 51
(+34) 98122 6122

(+34) 95 446 2012
(+34) 95 446 28 28

(+34) 871 203 400
(+34) 871 203 488

(+34) 928 44 77 00
(+34) 928 44 77 08

(+34) 922 479 600
(+34) 922 479 688

(+34) 91 650 85 00/ 20 12

(+34) 91728 63 56

+51 1242 66 22
+51 144709 70

+591 44 25 9500
+591 44259516
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Verification
Report

1/5

SCOPE

S5GS5 ICS Ibérica, S.A. (hereafter SGS) has

RESPONSIBILITY REPORT 2009. Tha scope of
tha investigation includes the 1l and data =
the relerence document, but it does not nclude
the infosmation and / or referenced data and not
entered in the document.

INDEPENDEMNCE

The mixrmaticn contained in the vernfied
document and its preparation &= responsibility of
REC. SGS has not participated o advisad in tha
preparation of ihe werified document. SGS only
acts A= an Independent Verfier, and chacks the
accurately of the contents. The content of this
Varification Report and the opinions contained
Medain ane the sole responaibility of SGS.

Policy Indepencence, Impaniality and integrity
SGS ICS recognizes the imporance of an
Evaluation which s absolulely imparial and
independent from the management syslems of
its Cusiomers, i & theredore 5G5 ICE aim o
enswre the mainlenance of such impartiality and
at all lavels: strategic and
decisions  concerning  the Assessment and
Cerlification. To thal end, several conirols have
bean establiched.

WQTMWWIMTM

VERIFICATION REPORT

employeas of the sama in the las! wo years, or
have family in the first of Second degree
leadership positions within that Onganization, will
nof be appointed as Evaluation Team members.

In the event that any SGS company has
performed any consulting work related bo an
Ceganization wishing to oblamn a Cerlificabe from
SGE ICS, BGE ICS Assessors involved n the
PrOCEss may not belong to that compamy.

Al Assessors, Auditors and Technical Experis
being stafl or subcontractors on behall of SGS
ICS, must sign the Confidentiality Agreament /
No Diflusion. This agreement reduires he
concemed person o declare belore taking
charge of the Assessment of any commercial or
oiver Kind nteresl thatl maght have on e
audied Organization. 1 also undenpkes 1o
maintain confidentiality.

Advisory Commities Members SGS ICS 10 maka
decizions regarding Certification or Assessmeant
arg govemed by he same fules as the Audd
Team.

Recognizing the imponance of ensuring that the
Managemen! of SGS ICS has nd financal
interests in products of services that may be
assassed, Q5 ICS requires its Managers 1o the
stabement of any olser sconomic of financial
aclivity besidas those direclly relaled 1o his work
al 5G5 IC5.

Ao 5G5S IS stafl has committed o the
obsarvance of a Conduct Gode which can be
resurmed as bollows:

- Do nol give in 1o pressure from Clents in ong
area of our business in order (o obtain posiive
Ireatment in another area.

- Do nol accepl a duly of posdion in the
company of 3 Competitor or Chend, except in the
exercize of thewr functions in 5G5.

- Do not have iMerest in a Supplier,
Cusiome of of of SGS, axcapl in e
case of publicly fraded securbies, and to an
extent which can not significantly influence or
cribe uncus

- D0 not accepl an office o eMployment cutside
of SG5 without having oblained pnor
authorization.

- Do nM accept any personal benefd for
themselwas or ihewr relatves, which might

134 81 3138115 F3491 33m02 waw B0 0%
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2/5

influence or appear to influence their opinicn o
shares when exeicising Iheir lunctions to SGS.
- Do nod obtain personal advantage of business
opportundies from SGS, and do nol use
ownership of company rescurces fof personal

- Redrain from disciosing any confidential fact
thant thry mmight heinve knowidigee in Thie exircise
of their funcions.

SGS ICS has full aulhority over its Evaluation
and Cedfication acivity and Fhis sctivily i
absodutely independent of amy other activity into
tha SGS companias in Spain,

5G85 ICS is committed fo propery analyze any
new aclivity 1o assess their impact in meeting
e requirements of ENAC.

VERIFICATION

Methodology and Equipment Controlier

I has been used Verihcation Methodology
established by SGS, whith consists of
procedures according to 150 19011 Audit and
Vedfication mechansms according o GRI
Gudelines: G3 (2006), the Elscticily Sactor
Supplement (2008) and the Standard AA1D0D
Assurance Standard (2008), among ihese an:
- Interviews with stall responsible for obiaining
and preparing data.

= Review of documents and records (both
intemal and public).

- Testing and validation of data with the sourcas
themsaives.

In parcilar, in this Verificalion aconomic Al
dala were evaluated in accordance with ihe
Carfification Audit of annual accounts of the
Compammy, camied oul by an indépendent
external audktorn

There has been reviewing the degree of
progress  and  achievement ol  Comporate
commitments for 2008, raised in

Aasponsibilty |
thia Corporale Responsibilty Report for 2008,

An addendum to the Corporate Responsibliity
Raport 2000, thare are relarencas to GRI ratia,
redating 1o the checked wvalues. Any mistake of
significant absence have been noticed after our

563 IC3 BERICA, SA

13491 3138115 §34 91 313802

VERIFICATION REPORT

W,
The leam consisled of Stall Verttier of SGS:

0. Foo.~Javier G* -Consuegra y Zamorang
M= Isabel Lopez Guerrero

This was configured based on their knowledge,

experience and qualifications to perform  this
task.

W S 08

Trospacerno 29 28042 Madrid
I
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3/5

AREAS FOR IMPROVEMENT

previous year that coversd by thes Fupm and
extplained in the previous Report,

It has also decreased the spending on R & D
{trom 7.01 milion of Euros in 2008 1o E'ﬂhn
2009). H would be desirable to specily the
reasons for this reduction,

pages 17 and 87 i mention the sinengihening ol
imemational interconnections  (with  Franca),

describing the profla of the Compamy. It is

on fhe joint venlure by 33, 7%, REDESUR
{Penu). Likewise, relerences to the aclivities of
RAC that promoles REC with REN (Portugal) and
IMELFE (Hispanic - French) should be included.

" The | Financial Analyst Level has bDeen
reduced (from 7.8 in 2007 to 6.5 in 2008).
Actions tiken shoukd be indicated,

" Raviaw the adequacy of treatment or diffusion
thal has given the Elhics Code as during the
years 2008 and 2009 alona thera have baan two
complaints.

* Although it is slaled that most employees and
MANRAQES are fecrued in their home countres,
do not specity any data, in Spain, regarding
recnitment of the province or autoncmous
region thal devedops REC activities.

" As an area for improvement, G0, emissions
could be considered as a resull of slall
movements of REC, and its subooniractons, the
usual activities associaled with travel to offices
and business trips.

VERIFICATION REPORT

STRENGTHS

* i is remarkabie the excellent invobvement and
willingrass of all sLaf inbenisned,

* The clanty in drafting the Report. Should ba
rotcid B Structing of the Repart and the clarity
of inlormation and lechnologist lacilties for its
location.

* Manual on Corporale  Responsibility
Managemant is under developmeant / revision.

* Internal Audit Managemenl System for
Corporate Responsibility has been undestaken in
2008,

* it is remankaiie the grand transparency thal is
ihe nominal inciesion of all Members of the
Board providing all tha information about type
{executive, independent, sunday) and even the
annual fes.

* In 2009, we see a signilicanl increase in
participation in the capiial of the Organization,
the shameholding of foreign institutional origin
(Ircem 58 10 T7%) as well as FRetailers (from 9 10
1196}, constisting & good indicator of relabisey

* REC has the Tollowing Awards, Cualilications
and Mational and Infernational Recognition:
= Dow Jones Suslainabdity Workd Index:
Included for the fourth consecutive yaar in the
index, reaching a soore of 74 points in 2009,

- FTSE4Good: Stay in the index since 2008,

- FTSE4Good IBEX: Aemamning n the ndex
SinCe 13 kaunch in 2008,

- Ethibel Excellence: Stay in the index since
2008,

- Giobal Chalenges Indix: Selected as the
sacond best in the Dusiness anlefprise with a
grade of B "Prime".

= ECP1 Ethical Ingie ECPI Ethical Indin; Global
and EMLU Includesd in Doth indeces in 2009,

- Monitoring of GSA: First place for the fourth
consaculive year,

- Monitaring of CEA: Firsl position in the Tirsk,
third amd Towrth editons.

134 81 3138115 F3491 33m02 waw B0 0%
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SAM mum Yearbook  2010:
“Bronze Class”, REC is amang
lhai&baatmpummufttﬂmﬁhm
division “utilities”,
- Slorebrand Investments SRI Sedecled as
one of 14 leading companies in s sactor,
Destinction “Best In Class”.
= Gokdman Sachs: included since 2008,
Lamarlnmugmmmmmm
ratum on capital.
= Spanish  AssocEation ol  Mindrity
Shareholders of Lisiad Companies Award
AEMEC fhe ‘Best infiative for retailers

Mantion mesits of empository clasity and
comprehenshvenass of Ihe informaltion made
avalilabie to shaneholdars and the markat.

* on thi writing of thee repor, REC has taken
into account the indcations of e Guide for
Preparing G3 Sustainabilly Reporting (ed.
2006) and supplements, specilically fod
companies  in e eleciiiclly sachor,
published by GRI in the year 2009,

* It shows a eonlinued growth of nbares
from Sharsholders and Invesions in the uss
and development of new technologies (web,
elecironic voling, internel monilofing by The
General Meeting of Sharcholders) powered
by REC in the intarests of greater clarity and
transparency ol iheir actions.

* The creation of the Ombudsman of intarest
Groups.

* A=infprcemant of the call center “MGAME™
with the addition of a 2nd operator,

* REC has e best value on Me IBEX-35,
according to the Monitor Center of CSR,
poth in teems of Policy and Management
and rasults in overall grace.

The creation of the Sustainability
Laboradony.

° Thi publication and distributon of e
“Catalogue of Good Practices in Corporate
Responsibility.”

VERIFICATION REPORT

* The suppod of the development of the
sconomy of e regions where REC is
sifualed and the commitment o sociely.

* Reirforcement of the CECRE.

* The System of Inlegraled Risk
Management.

* Project Actve Demand  Managsment
{AD).

* The quarierdy issua of the Bulletin of e
Sharaholdar,

13491 3138115 §34 91 313802 W S o
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5/5

Evaluation of compliance with the
principles of AA1000AS

of e principle of RELEVANCE,
COMPLETENESS AND RESPONSE
CAPABILITY  prowides the  Corporate
Responsibility Report REC credibility and quality
of information provided.

Materiality or Significance- the 2000
lity Report REC
prowides & fair and balanced representation of
important poinds aboul economic parfommancs,
social and environmantal,
« Completeness.- REC has mechanisms and
systems that allow you fo meet ihe expeciations
ol interest Groups and kdentify mformation of
relevance f0  include the  Corporate

Responsibility Repon REC

» Response Capablity- REC has effectwe
PrOCESSes b man and repon e answer o
e expaclalions of its Slakeholders.

CONCLUSIONS

Based on its verilication, the Vesificabion Team
from SGS considers thal:

. Tha CORPORATE RESPONSIBILITY
REPORT 2009 of REC conlains relable
information and dala thal consistently Pephesent
activities and rasulis for the penod redlecied, and
has been prepared in accordance with the
requirements of the Guide for Preparing G3

Reporting 2006 Global Reporing
Inita g (GRiI), thia Elactricity Seclor
Supplernent (2009) and the AATDD0 Assurance
Standard [2008)

« The GRI Application Leved declared by REC:
[A +) is appropriate.

« Aftar the assessment, the Assessment Team
conlirms thal e level ol ASsurance accarding to
AATDDDAS 2008 5 Type 2 Levael High,
coinciding with the type and level of tha work
requested by REC 1o SGS.

563 ICSIBERICA, BA | Trespader 29 28042 Madid

VERIFICATION REPORT

-REC has implemented management Syslems 1o
idantity and reply 10 the social, economic and
environmental impacis of their  actvities,
including identify and response 1o the points of
view of interesied parties.

F.-Javier GY.- Consuagra y Zamoeano
21 March 2010
SG5 ICS Inérica, S.A.
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Executive summary
of the Code of
Ethics Management
Annual Report
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The objective of Red Eléctrica’s Code of Ethics is to set out the collection of prin-
ciples and recommendations related to professional conduct, and whose take up
and application shall contribute to an ethical and responsible management in the
development of the activities of the Group, or in the relations established with the

different stakeholders.

The Code of Ethics is incumbent upon all the people of the Red Eléctrica Group in
the execution of their duties and responsibilities within the entire scope of activi-
ties of the Company. Consequently it is applicable to all; administrators, man-

agement and employees.

An internal monitoring system of the commitments set out in the Code of Ethics
has been established, as well as a procedure for reporting infringements which is
managed by the Ethics Manager, designated to this effect, with the backing of the

Board of Directors and the rest of the organisation.

In the 2009 fiscal year, numerous conferences and presentations were scheduled and
given to members of the Company with the objective of disseminating the scope of
the Code of Ethics, as well as explaining the procedure for managing enquiries and
claims. In said presentations, carried out by the Ethics Manager with the support of
the person responsible for the Corporate Responsibility and Quality Department, as
well as in those carried out with stakeholders via the dialogue platforms, the values
on which the principles of the Red Eléctrica Group are based have been highlighted
with the objective of giving an appropriate response to the relations of professionals
of the Group with the stakeholders in the three essential areas regarding said rela-

tions: with the people, with the environment, and with the businesses and the markets.

During the 2009 fiscal year, response has been given to the enquiries made, which
in general were related to the scope of the commitments contained in the Code of
Ethics and to the guidelines on how to act in specific situations. Regarding the in-
fringements to the Code of Ethics within the said fiscal year, two claims were re-
ceived and processed by the Ethics Manager. At the end of the fiscal year, one had

been resolved and another was pending resolution.
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audit report
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INFORME EJECUTIVO DE LA AUDITORIA INTERNA DEL SISTEMA DE GESTION
:fn LA RESPONSABILIDAD CORPORATIVA EN RED ELECTRICA DE ESPANA
(ANO 2008)

Qbleto v alcance

Varilioar al sistemn do gostidén de ln esponsabllidnd corporativa en Inn notlvidedes
desarmolladas por Red Eldolrion de Espafin en el afo 2008, comprobando sl los
raquisiios de in norma RS-10 y los proplos de in organizacién esian adecundamanta
implamaniados y aon aficaces,

Los métodon ulllizados para |n realizacién de esta auditorin han sido: reallzackén da
anitmvistas con al parsonal qua mealizn alguna funaldn dentr del alslema, ohaarvaoidn
da avidenclas, mvislén de documaniacidn y reglsiros Intemos y exiemos de cancler
publica, Esla audileria ha supussio una dedicacidn de 170 horas, realizdndons 20
raiinioned da rabajo.

Conclusionss

El sistama de gestibn de la responsabllided corpomtva esth adecundamanis
impianiado,

Anomalia

Mo sa ha ablenido evidencla de la cualificacion de los dos Wenicoer de gestidn de
rasponsabliidad corporaliva y grupos de Inlards, como espacilica al procadimianio
GPO3 Cunlificacin dal parsonal oparativa,

Puntos fusrtes

1. El fusria compromiso y lidermzgo de la alin dimceldn an al slstema do I
reaponaabilidad corporativa, dastacando enim ofres; |a constituelén de la Comisian
da Goblamo y Responaabllidad Corporativa dal Conseje de Adminiatracion v 1a
muy alia Implicacién de los miembros de la Comision Difecliva de |a
Raspansabllidad Corporativa.

2. Al partigipacién de |a plantila an los proyscios de meponsabllidad corporativa,
anpacialmanta an los ralativos ol voluntariado corpomtiva.

4. Senalbllzackén e implicacién de Red Elbcirica en el desamolle de la gestién da ln
alica {an loa doa Ullimoa afos aa han realizade 57 cursos an eala matarls
imparlidos por ol Gestor Elica da la companla, que ademds as al Direclor de
Asasaria Jurldica y Sacrelario del Consajo de Adminisiracién),

i. La busnm comunioacidn y colsbomoldn enire sl centro de atencién a todos |os
grupon da Interéds extomos de Red Blactrion, DIGAME (Despacho de informacién a
Grupos de intards y Atancidn Multissrviclo Externa) v Ins unidadaes arganizativas
responanbles de conteslar y mesolver las demandas de su responsabliidad
(recibidas directaments o trasiadadan por sl centro DIGAME),

8, El fuarte compromiso da Red Eldctrica con ol desamolio sostenible, destacando

I 01110 Maddo 2010 Pl 1 da 2
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anira olms nctunclonas, 8 constiluclén da un Isbomioro de sostenibilided
{prayacio Incluldo an al progrmma anunl 2000 do raaponaabllidad corporaliva), Eq.tn
ai concabids como un inklrumanto pam desamollar un didlogo parmananta con los
grupos da inlards o ldenlificar sus axpactalivas an las funclones basicas da la
caompaiila refllejsdas sn su visidn v esimiagiae,

Las buanas priotions de goblemo compormiivo en relacidn con in Junin Genaml do
Agcionisine ¥ ol Consajo de Administmclidn, En 2000 sa han realizado dos
proyeclos que afeclan al gobieime cofpomlive; el aldlema de iRfarmacion
pafmananie parm loé consejercs a (ravés do la wab corporaliva (porlal dal
cansajero) y el programa formaliva para los consajeros sobre ln compafia.

A facha da emision de esle informe, las nuevas ediciones de (& Polillea v dal
Manual de Responsabliidad Corporaiiva, esian pendlenies de aprobacién por
Prosidencia,

Raalizar un mayor seguimlenio de las acclones correctoms ablartas en el sistema
oorpomtivo cormaspondlanis.

Finalizar &l nueve tpe de mvisidn anual del slslema de gesiién de n
reaponsabllidad corparmtiva por la alta direccién,

Aclualizar las condiclonas genarales da conlmlacion de Red Elbclrica, para eumplic
con las exigenclas de Lay Omgénica de Proleccidn de Dalos, En una audiloria
Interna realizada en 2008, se delectd la sigulente Incidencia que estd pendlente de
rasoluckin: al nccaso de los suministradores de serviclon a los dalos por cusnia de
imrosros estd mgulado an un contmilo de prestacion de sarviolos incompleio an
onis aspaoio.

Agtualizar sl informa que datalls la malodologln del cusdro de mands Intsgral de ln
ranponanbllidad corpormiiva y loa indicadores de 2000,

Fomentar Ia conilimiacion de pemonal con discapacidad an la planilla. Red
Elécirica ha optade por las medidas alismallvas que ofrece la lay, paro serls
meomandabls fomantar 18 conlraiacién de esle parmonal por ancima dal 2%
sulipulado por la Loy,

Raglstrar, an &l slstema corpomtivo, las no conformidades qua suran con motivo
do auditorins extemas de ceriifloncion de afr 1000-1 y efr 1000-3.

Sa aatdn analizande deada Praaldancia ina posibles scluclonss a Implantar para
dir mspussla @ la pravision de laa necealdades de espacio an Moralaja-Albatros
para los préximos afos,

y Goation de Riesgos

Pigiina 3 e 3
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Internal control over Financial Reporting

The new business community environment demands from companies ever in-
creasing commitments regarding the protection of the interests of its share-

holders, clients, employees, creditors, suppliers and the society as a whole.

These new demands, take form, amongst other aspects, in the establishment,
on behalf of the companies, of specific measures to reinforce the confidence

in the information of all types that is provided externally.

Recently, in Spain, an Internal Control over Financial Reporting Working Group
(GTCI) has been formed, as proposed by the National Commission of the Se-
curities Market (CNMV), with the aim of preparing a set of recommendations
in this field. The work of the GCTIl has been centred on achieving three basic

objectives:

1. Review the Spanish regulatory framework in matters regarding internal

control over financial information.

2. Establish a reference framework of principles and best practices related to

these internal control systems, including the monitoring of its activity.
3. Contribute to improving the transparency of the information that listed com-
panies issue to the securities markets regarding their internal control sys-

tem.

At present, this document is the object of public consultation.
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Red Eléctrica, within this context, carried out in the 2007 fiscal year the «Re-
vision of its Internal Control of Financial Reporting» project. The aim of this
project was to obtain improvements in the efficiency and security of the com-
pany’'s economic-financial information drafting process, as well as to be one
step ahead in anticipation of the new regulatory requirements regarding in-
ternal control and corporate governance, voluntarily adopting the best inter-

national practices.

The reference framework used by Red Eléctrica in the definition of its Inter-
nal Control of Financial Reporting System is that set out in the Internal Con-
trol Integrated Framework, Published by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). This system is charac-
terised by the existence of a set of components associated to aspects such as;
internal control environment, establishment of objectives, identification of
events, evaluation and response to risks, control activities, information and
communication, and the supervision of the model. All these aspects as a whole

allow the adequate functioning of the System.

This model has been operative since 2008 and is submitted to an annual ex-
ternal evaluation by the external consultants, concluding that Red Eléctrica
maintains, in all the significant aspects, an effective internal control system for

the generation of financial information.
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Deloitte.

Al Consejo de Administracién de Red Eléctrica Corpocacion, S.A.:

L__nmmnm-hh:rmdvibddulnmd:mhmthmmqﬂeu
itn financiera contenida en las cuentas anuales consolidadas de Red Eléctrica Corporacin,
3.4, ¥ Sociedades Dependientes (“la Sockodad™) al 31 de diciembre del 2009, El objetive de dicho
sistema e3 contribuir o que se registren fielmente, bajo los principios y nommas contables que be son
de aplicacién, las transaccioncs realizadas, y a proporcionar una seguridad razonable en relacidn a ln
prevencidn o deteccitn de emmores que pudieran temer un impacto material en Ja informachén
financicr, Dicho sistema esti basado en Jos criterios y politicas definidos par la Direccitn de In
Sociedad, correspondiendo a &sia la responsabilidad de mantencrlo efectivo. Nuesira responsabilidad
se limita a expeesar una opinidn sobre su efectividad, basandonos en el trabajo que hemos realizado,

2. Wuestro tabujo se ha realizado siguiendo las normas profesionales cspafiolas y, en consecuencia,
incluye: In comprensidn del sistema de control interno sobre la generacidn de la nformacion
financiera, ln evaluacién del riesgo de que puedan cxistir crrores materiales en la misma,
cjecucion de prucbas y evaluaciones sobre el disefio v la efectividad operativa de dicho sistema, ¥ Ia
realizacidn de aquellos otros procedimienitos que hemos considerado necesarios. Entendemos que
nuesino examen offece una base meonable para nuestm opinidn.

3. Un sistema de control infemo de reporte financicro s un proceso diseflado para proponcionar una
seguridad rmzonable sobre |a finbilidad de Ia informacitn financiera, de acuendo con los principios
contables ¥ nommas que le son de aplicacion. Un sistema de control interno de reporte financicro
incluye aquellas politicas y procedimientos ques (i) permiten ol mantenimiento de una forma procisa,
¥ & un razonable nivel de detalle, de los registros que reflcjan las transacciones realizadas, (i)
gerantizan que éstas tramssccioncs sc realican unicamente de acuerdo com las autorizaciones
esiablecidas, (Hi) proporcionan una seguridad razonable de que las imnsacciones se registrun de una
forma apropinda para permitic In prepamciin de la informacion financiera, de acuerdo con los
principics y normas contables que le son de aplicacidn y (iv) proporcionan una seguridad meonable
en relacitn con la prevencién o deteecion o tiempo de adquisiciones, 150 o venta no autorizados de
activos de la compafiis que pudiesen tener un efecto material en la mformacion financiern

4, Buhslulhhdmiﬂum-mdu:hﬁud:mﬁm,mmmimm
irmegularidades o fraudes que pucden no ser detectados. Iguslmente, s provecciones a periodos
futuros de ln evaluacion del control interno esth sujeta a fesgos, tales como que dichos controbes
imternos resulten inadecusdos & consecuencia de cambios fisturos en las condiciones aplicables, o
que se pueds reducir en el futiro el nivel de cumplimento de las polilicas o procedimicnios
establecidos.

5. En nucsira opinidn, la Socsedad mantenin al 31 de diciembre de 2009, en todos los aspecios
significativos, un sistema de conirol inlemo efectivo sobre la generacidn de la informacién
fimanciera contenidn en las cuentas anuabes consolidadas, el cunl estd basado en los criterios ¥
politicas definidos por la Direccidn de la Sociedad,

DELOITTE, 5.L.

—
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