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Report with regard to the proposal to delegate to the Board of Directors the 
responsibility for issuing debt instruments both simple and exchangeable 
and/or convertible into shares of the Company, as well as warrants. 

 

1 Introduction 

This report was issued by the Board of Directors of ENDESA, S.A. ("ENDESA" or the 
"Company") with regard to the proposal to delegate to the Board of Directors the 
responsibility for issuing debt instruments, both simple and exchangeable and/or 
convertible into shares of the Company, as well as warrants, with the attribution of 
the responsibility to exclude shareholder preferential subscription rights, restricted 
to 10% of the share capital, which is to be submitted for approval at the General 
Shareholders' Meeting convened for 29 April 2022, on a single call ("Proposal for 
Delegation"). 

To make it easier to understanding and monitor the explanations and justifications 
contained in this report, it was considered appropriate to structure it in the following 
three different sections: (i) introductory section; (ii) second section, which includes 
the purpose and justification of the Proposal for Delegation; and (iii) final section, 
which contains the full text for the Proposal for Delegation 

2 Presentation of the purpose and justification of the Proposal for 
Delegation 

The Board of Directors feels it is advisable to be able to exercise the delegated powers 
included in the regulations in force in order to be able at all times to raise in the 
primary securities markets the funds that are required for the suitable management 
of social interests. From this perspective, the purpose of the Proposal for Delegation 
is to provide the Company's administrative body with room for manoeuvre and the 
capacity for response demanded by the competitive environment in which it operates, 
where the success of a strategic initiative or a financial transaction often depends on 
the possibility of undertaking it quickly, without the delays and costs inevitably 
involved to call and hold a General Meeting.  

The issuance of convertible and/or exchangeable securities constitutes a financing 
instrument that involves raising external resources that may well be more suitable 
for social interest than other sources of finance, taking into account the relevant 
overall circumstances in each moment.  

The ability to exclude the right to preferential subscription in the case of issuing 
shares or convertible and/or exchangeable securities is also justifiable for the 
following reasons: 

(i) The ability to exclude preferential subscription rights may result in savings in 
terms of the costs associated with the execution of such a transaction. 

(ii) The denial of preferential subscription rights distorts the trading of the 
Company's shares during the issuing period to a lesser extent. 



 

- 3 - 

 

(iii) The ability to exclude preferential subscription rights significantly enables 
more room for manoeuvre and ability to respond resulting from the simple 
delegation of the responsibility to issue convertible securities is justified by 
the flexibility and agility with which action needs to be taken in today's 
financial markets in order to be able to take advantage of those times when 
market conditions are more favourable.  

That is why it is considered essential for the administrative body to have the 
necessary tools so that, whenever the Company needs external financing, it can opt 
for the method it feels to be most appropriate at all times, taking into account not 
only quantitative but also qualitative metrics and this is enabled not only by the power 
to be able to issue securities that are exchangeable and/or convertible into shares 
but also by the ability to exclude preferential subscription rights in such issues. 

For the above reasons, the Proposal for Delegation expressly provides that the Board 
of Directors should be authorised to classify the securities that are issued as 
convertible and/or exchangeable, either necessary or voluntary, and to agree, in the 
case of convertible securities, the capital increase required to meet the conversion, 
provided that this increase by delegation does not exceed half of the amount 
corresponding to share capital, in accordance with the provisions of article 297.1 b) 
of the Corporate Enterprises Act, although the latter authority should be limited to a 
maximum of 10% of share capital where the issue of convertible securities excludes 
preferential subscription rights for shareholders.  

The proposal also contains the criteria for determining the terms and conditions as 
well as the modalities for the conversion and/or exchange of securities into shares, 
where the Board of Directors agrees to make use of the authorisation to issue 
convertible and/or exchangeable securities, although it delegates to the Board of 
Directors the specification of the terms, conditions and modalities for the conversion 
and/or exchange for each specific issue within of the limits and in accordance with 
the criteria established by the Board. This means that it will be the Board of Directors 
who decides whether the securities that are issued are convertible and/or 
exchangeable; whether they are necessary or voluntary, and, if they are voluntary, 
whether the conversion and/or exchange operates as an option for the holder owner 
or the issuer; and also who is responsible for determining the conversion and/or 
exchange ratio for the shares that are issued for conversion or those that are used 
for the exchange of securities, which may be fixed or variable.  

In any case, in accordance with the provisions of article 415 of the Corporate 
Enterprises Act, obligations may not be converted into shares when the nominal value 
of former is lower than that of the latter. Furthermore, in no case for the purposes of 
the conversion ratio may the value of the share be lower than its nominal value.  

It should be taken into account that the exclusion of preferential subscription rights 
is a responsibility that the General Shareholders' Meeting delegates to the Board of 
Directors, who is responsible for deciding in each case whether or not it is appropriate 
to exclude this right, taking into account the specific circumstances and in compliance 
with the legal requirements. In any case, if the Board decides to withdraw the 
preferential subscription rights with regard to a specific issue of convertible securities 
that it may decide to make under the authorisation requested at the General 
Shareholders' Meeting, when the issue is approved a report by the Board of Directors 
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will be presented and, where appropriate, a report by the independent expert. The 
Board of Directors' report and, where appropriate, the independent expert's report, 
referred to in article 417.2 of the Corporate Enterprises Act, as established in article 
511 of the same legal text, will be made available to shareholders and presented at 
the first General Meeting to be held after the agreement to make the issue.  

In view of the fact that, under certain circumstances, it may be suitable for the 
activity of raising financial resources to be undertaken by companies belonging to the 
Group, and as it would be an essential condition in this case for the success of the 
operation for the issue to be launched by one of the companies in the Group, where 
appropriate, to have the full support and guarantee of the Company, the Board of 
Directors should also request the express authorisation of the General Shareholders' 
Meeting for the Company to be able to guarantee any obligations that may arise for 
the Group as a result of the issues made by them, for the purpose of raising finance 
for the Endesa Group.  

It is also proposed that the aggregate amount for the issue(s) of securities that are 
agreed in the exercise of the Proposal for Delegation should not exceed 7,000 million 
euros or its equivalent in another currency, of which a maximum of 5,000 million 
euros may correspond to promissory notes including company promissory notes 
(commercial paper). The maximum amount will be calculated in accordance with the 
outstanding balance for securities issued under the delegation. Also for the purposes 
of the above limit, in the case of warrants it is proposed to take into account the sum 
of premiums and exercise prices of the warrants for each issue approved under this 
delegation. 

Finally, the proposal is completed with a request that, where appropriate, the 
securities issued under this authorisation should be admitted to trading on a 
secondary market, organised or not, official or not, Spanish or foreign, authorising 
the Board of Directors to follow any procedures that may be relevant for this purpose.  

3 Proposed agreement 

ITEM SEVEN ON THE AGENDA 

Delegation to the Board of Directors for a period of five years, of the responsibility 
for issuing bonds, debentures, promissory notes and other securities, both simple 
and exchangeable and /or convertible into shares of the Company, as well as 
warrants, with the attribution of the responsibility to exclude the right of shareholder 
preferential subscription rights, restricted to 10% of the share capital. 

 

In accordance with the general regime for issuing bonds and under the provisions of 
articles 286, 297, 417 and 511 of the Corporate Enterprises Act and article 319 of 
Commercial Registry Regulations, to Delegate to the Board of Directors the 
responsibility for issuing negotiable securities under the following conditions: 

 
1. The negotiable securities referred to in this delegation may be debentures, 

bonds, promissory notes and other debt securities, which may be simple, 
exchangeable for outstanding Company shares and/or convertible into newly 
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issued Company shares. This delegation may also enable responsibility for 
issuing warrants or other similar securities that may directly or indirectly give 
the right to the subscription or acquisition of shares in the Company, either newly 
issued or already in circulation, debentures and bonds exchangeable for 
outstanding shares of other companies. 
 

2. The issue of the above-mentioned securities may be undertaken on one or more 
occasions within a maximum period of five (5) years from the date of adoption 
of this agreement. 
 

3. The delegation includes the determination of the different aspects and conditions 
for each issue, including, but not restricted to, nominal value, type of issue, 
redemption price, interest rate, exchange ratio, amortisation, subordination 
clauses, anti-dilution mechanisms, guarantees of the issue, admission to trading, 
applicable legislation, and, in general, any other condition for the issue, 
including, where applicable, the appointment of the commissioner for the 
bondholders' union, where it is necessary to create or it is decided to create such 
a union. 
 

4. The aggregate amount for the issue(s) of securities agreed under this delegation 
should not exceed 7,500 million euros or its equivalent in another currency, of 
which a maximum of 5,000 million euros may correspond to promissory notes, 
including company promissory notes (commercial paper). The maximum amount 
will be calculated in accordance with the outstanding balance for securities issued 
under the delegation. Also for the purposes of the above limit, in the case of 
warrants the sum of premiums and the warrants' exercise prices for each issue 
approved under this delegation should be taken into account. 
 

5. For the purposes of the provisions of article 414 of the Corporate Enterprises Act, 
when issuing debentures or bonds convertible into new Company shares and/or 
exchangeable for outstanding Company shares, the following bases and 
modalities for the conversion and/or exchange should be established: 

 
i) The securities will be convertible into new Company shares and/or 

exchangeable for outstanding Company shares in accordance with a 
conversion and/or exchange ratio that may be fixed or variable, as 
determined by the Board of Directors. The Board of Directors is authorised 
to determine whether the securities are convertible and/or exchangeable, as 
well as to establish whether they are voluntarily or necessarily convertible 
and/or exchangeable and, if they are voluntarily exchangeable, whether it is 
at the option of the holder and/or the issuer, as well as the periodicity and 
deadline which will be established in the issuance agreement. Where the 
securities are convertible and exchangeable, the Board of Directors may 
agree that the issuer reserves the right to choose at any time between 
conversion into new shares or their exchange for outstanding shares, 
specifying the nature of the shares to be delivered at the time of conversion 
or exchange, and being able to deliver a combination of newly issued shares 
with pre-existing shares and even to settle the difference in cash. 
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ii) Where a fixed conversion and/or exchange ratio is established, the securities 
should be valued at their nominal amount and the shares at the fixed 
exchange rate established by the Board of Directors' agreement that makes 
use of this delegation, or at the exchange rate to be determined on the date 
or dates indicated in this agreement and based on the listing price for the 
Company's shares on the date or dates or period or periods that taken as a 
reference, with or without discount and, in any case, with a minimum that 
may not be less than (i) the arithmetic average for the closing prices of the 
Company's shares on the Spanish Continuous Market during the period to be 
determined by the Board of Directors, which should be not more than three 
months or less than fifteen days prior to the date of the Board of Directors 
meeting at which, making use of this delegation, the issuance of the 
securities is approved; and (ii) the closing price for the shares on the same 
Continuous Market on the day prior to this meeting of the Board of Directors. 
The maximum discount applicable to this minimum price may not exceed 
25%. 
 

iii) In the event of a variable conversion and/or exchange ratio, the securities 
should also be valued at the nominal amount and the share price for the 
purposes of conversion and/or exchange should be the arithmetic average 
for the closing prices of the Company's shares on the Spanish Continuous 
Market for a period to be determined by the Board of Directors, and which 
should not be more than three months and less than five days before the 
date of conversion and/or redemption, with a premium or a discount on that 
share price as applicable. The premium or discount may be different for each 
date of conversion and/or exchange for each issue (or, where appropriate, 
each segment of an issue), although in the case of a discount on the price 
per share, this may not exceed 25%. 
 

iv) In accordance with the provisions of article 415 of the Corporate Enterprises 
Act, bonds may not be converted into shares when the nominal value of 
former is lower than that of the latter. Convertible bonds may also not be 
issued for an amount lower than their nominal value. 
 

v) Where conversion and/or exchange is applicable, the fractions of the share 
which may correspond to the holder of the debt securities should be rounded 
down by default to the whole number immediately below, and each holder 
should receive any difference there may be in such a case in cash. 

 
When an issue of bonds or convertible and/or exchangeable bonds is approved 
under this authorisation, the Board of Directors should comply with the provisions 
of article 414 of the Corporate Enterprises Act. 

 
With regard to issuing warrants or other securities of a similar nature that give 
the right to acquire or subscribe to Company shares, the Board of Directors is 
authorised to determine the broad criteria applicable to the exercise of rights to 
subscription or acquisition of Company shares included in these securities, 
applying with regard to such issues the criteria established in paragraph 5 
governing the valuation of shares, with any necessary adaptations required for 
them to be compatible with the legal and financial regime for this class of 
securities. 
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6. The delegation to the Board of Directors also includes, but is not restricted to, 

the following responsibilities:  
 

i) The authority to increase capital by as much as is required to meet requests 
for conversion and subscription. This authority may only be exercised to the 
extent that any increase in share capital approved by the Board should not 
exceed the unused limit authorised by the General Shareholders' Meeting 
under the provisions of article 297.1 b) of the Corporate Enterprises Act, 
although this authority will be restricted to a maximum of 10% of the share 
capital where the issuance of convertible securities excludes shareholders 
preferential subscription rights. The authorisation to increase capital includes 
authorisation to issue and put into circulation, on one or more occasions, the 
shares necessary to complete the conversion or subscription, as well as to 
modify the article in the Bylaws regarding the amount of share capital. 
 

ii) The authority to exclude all or part of shareholders preferential subscription 
rights when this is necessary to be able to capture financial resources in 
Spanish or international markets or as required by social interest. In any 
case, if the Board of Directors decides to exclude preferential subscription 
rights with regard to a specific issue of securities that it may decide to make 
under this authorisation, when the issuance is approved it will present a 
report detailing the specific reasons with regard to social interest that justify 
this measure, which will be subject, where applicable, to the corresponding 
report by an independent expert. The report by the Board of Directors and, 
where applicable, by the independent expert, referred to in paragraphs a) 
and b) of article 417.2 of the Corporate Enterprises Act, should be made 
available to shareholders and should be communicated at the first General 
Meeting to be held after the adoption of the issuance agreement. 
 

iii) The authority to develop and specify the terms, conditions and modalities for 
the conversion, exchange and/or exercise of rights to subscription and/or 
acquisition of shares, resulting from the securities to be issued, taking into 
account the criteria established in section 5 above, and, in general, any 
circumstances and conditions that may be necessary or suitable for the issue. 

 
7. The Board of Directors is also authorised to ensure, on behalf of the Company, 

the issue of the securities referred to in paragraph 1 above by companies 
belonging to its group. 
 

8. The Board of Directors is authorised to request admission to trading on official or 
unofficial secondary markets, whether or not they are organised, whether 
domestic or foreign, for bonds or other securities to be issued by the Company 
by virtue of this delegation, extending this responsibility with express 
authorisation for replacement by the Chief Executive Officer, to complete the 
necessary formalities and actions required for admission to trading before the 
competent bodies responsible for the different domestic and foreign securities 
markets.  

 
It is hereby expressly declared for the record that, where the delisting of the 
securities issued by virtue of this delegation is subsequently applied for, the latter 
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should be adopted with the same formalities being applicable and, in this case, 
the interests of any shareholders or bondholders who object to or do not vote in 
favour of the resolution should be guaranteed in compliance with the requisites 
established by the Corporate Enterprises Act and ancillary provisions, all of which 
in accordance with the provisions of the Spanish Securities Market Act and 
provisions for the implementation of the same. It is also expressly declared that 
Company is subject to any regulations that exist or may exist in the future with 
regard to Stock Exchanges and, especially, with regard to contracting, minimum 
duration and exclusion from trading. 

 
The Board of Directors is authorised to sub-delegate to the Chief Executive 
Officer, with express powers of replacement, the delegated authority referred to 
in this agreement under the provisions of article 249 bis l) of the Corporate 
Enterprises Act. 

 


