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JUSTIFICATORY REPORT FOR THE AMENDMENTS TO THE  
BOARD OF DIRECTORS REGULATIONS FOR ENDESA, S.A. 

 

1. INTRODUCTION 

The purpose of this justificatory report is to set out the causes and scope of the amendment 
to the Board of Directors Regulations for ENDESA, S.A. ("Endesa", the "firm" or the 
"Company") which, on the proposal of the Audit and Compliance Committee, is submitted 
to the Board of Directors for approval, in the terms provided for in Article 4 of the 
Regulations. 

On 13 April 2021, Law 5/2021, of 12 April, amending the Corporate Enterprises Act, 
approved by Royal Legislative Decree 1/2010, of 2 July (the "LSC"), and other financial 
regulations, with regard to the promotion of the long-term involvement of shareholders in 
capital companies, was published in the Official State Gazette. The main purpose of Law 
5/2021 was to transpose into Spanish law (EU) Directive 2017/828 of the European 
Parliament and Council of 17 May 2017 amending Directive 2007/36/EC with regard to the 
promotion of the long-term involvement of shareholders. In particular, and for the 
purposes of amending the Board of Directors Regulations, it should be noted that related-
party transactions are undoubtedly one of the most important issues in the amendment of 
the Directive. 

Although in general, Law 5/2021 is applicable from 20 days after publication in the Official 
State Gazette, that is from 3 May 2021, the entry into force of the regime on related party 
transactions took place on 3 July in accordance with transitional provision 1, section 3, of 
Law 5/2021. 

The proposal to amend the Board of Directors Regulations was prepared simultaneously 
and in coordination with the amendment to the "Audit and Compliance Committee 
Regulations" which will also be presented to the Board at the meeting on 26 July. 

In response to the ongoing commitment of the Board of Directors of Endesa to best 
practices in good corporate governance, the promotion of effective corporate management 
and compliance with the applicable legislation, the amendment of the Board of Directors 
Regulations was submitted for approval by the Board of Directors, on the proposal of the 
Audit and Compliance Committee, in the terms detailed below. 

2. DETAILS OF THE PROPOSALS TO AMEND THE BOARD OF DIRECTORS 
REGULATIONS  

The following paragraphs detail the main amendments to the Regulations, which are 
submitted to the Board of Directors for approval. 

The description of the main new features is grouped on the basis of the different titles in 
the Regulations: 
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2.1 Title one (articles 5 and 6): General functions and powers of the Board of 
Directors  

In Article 6 "General functions and powers of the Board of Directors", relating to the 
organisation and operation, it is proposed in section 4.4.d: 

 In accordance with the amendment to the Corporate Enterprises Act, for the 
following to be included in the powers of the administrative body, "following a 
report by the Audit and Compliance Committee, to submit to the General 
Shareholders’ Meeting for approval those related-party transactions" that 
because of the amount involved fall within its responsibilities. The General 
Shareholders' Meeting of Endesa will be responsible for approving those 
related-party transactions for which the amount or value is equal to or greater 
than ten per cent of the total assets according to the last annual balance sheet 
approved by the company. 

 In accordance with the amendment to the Corporate Enterprises Act, article 
529 unvicies, to replace "shareholders with significant holdings" as a related 
party with "shareholders holding ten per cent or more of the voting rights or 
represented on the board of directors of the company" and to include "senior 
managers" as a related party.  

 Finally, to incorporate the possibility for the Board of Directors to delegate the 
approval of certain related-party transactions in the terms provided for in the 
Corporate Enterprises Act, section 4 of Article 529(4) duovicies.  

2.2 Title six (Articles 21 to 25): Board of Directors Committees 

As a result of the amendment of the Corporate Enterprises Act, in Article 529 
duovicies, section 3, it is proposed to amend section 7 of Article 23 "Audit and 
Compliance Committee" in order to include as a function of the Audit and Compliance 
Committee the function of "reporting related-party transactions to the General 
Shareholders' Meeting". 

There has also been a technical improvement to the wording of section 7.c, article 
23 that proposes to expressly include a reference to the "management report" during 
the process for supervising and preparing information and non-financial information 
as undertaken by the Audit and Compliance Committee. 

With regard to the functions attributed to the Appointments and Remuneration 
Committee in article 24.8, a technical improvement is proposed by including, in 
addition to the establishment of a representation target for the least represented 
gender on the Board of Directors, a "review" of the same, although in practice this 
responsibility is already being developed.  

2.3 Title seven (Articles 25bis to 28bis):  Directors' Obligations 

Section 1 of Article 25bis, on directors' due diligence, proposes a technical 
improvement involving the inclusion of new wording for Article 225 of the Corporate 
Enterprises Act, which states that "directors shall subordinate their private interests 
to those of the company”. 

Article 28, which regulates conflict of interest, proposes the inclusion in section 3 of 
a reference to the exceptions to Director with a conflict of interest abstaining in favour 
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of their participation and the application of the rule of reversal for the burden of 
proof. The proposal specifically states that "Directors shall refrain from participating 
in the deliberation and voting of agreements or decisions in which they or a person 
related to them have a direct or indirect conflict of interest, without prejudice to the 
exceptions provided for by Law with regard to related-party transactions."  

 

2.4 Title nine (Article 30): Remuneration of Directors 

It is proposed to amend Article 30 of the Board of Directors Regulations, in order to 
reconcile the regulatory text with the Corporate Bylaws, modified at the last General 
Shareholders' Meeting, and thus to include the technical improvements contained in 
the latter with regard to the remuneration of directors, with the ultimate aim of 
incorporating the possibility of assigning to the non-executive Chairman of the Board 
of Directors additional remuneration for his/her representational functions. 

* * * 
 
 


