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A. Ownership Structure

A.1. Complete the following table on the company’s

share capital.

Date of last Share capital Number of Number of
modification (Euros) shares voting rights
01/10/1999 1,270,502,540,40 1,058,752,117 1,058,752,117

Indicate whether different types of shares exist with dif-

ferent associated rights.
No
A.2. List the direct and indirect holders of significant

ownership interests in your organisation at year-end, ex-

cluding directors.

A.4. Indicate, as applicable, any family, commercial, con-
tractual or corporate relationships between owners of
significant shareholdings, insofar as these are known by
the company, unless they are insignificant or arise from

ordinary trading or exchange activities.

Related partynameor  Type of
corporate name relationship Brief description
Enel Energy Europe, Corporate Enel, S.p.A. is sole shareholder of

S.rl.and Enel, S.p.A.

Enel Energy Europa, S.r.l.

Number of indirect voting

A.5. Indicate, as applicable, any commercial, contractual
or corporate relationships between owners of signifi-
cant shareholdings, and the company and/or its group,
unless they are insignificant or arise from ordinary trad-

ing or exchange activities.

rights
Related partynameor  Type of
Name or corporate name relationship Brief description
Name or corporate
corporate Number of name of % of total Endesa Brasil, S.A. (an Endesa
name of directvoting direct Number of voting Group subsidiary) and Enel Bra-
shareholder rights shareholder voting rights rights sil Participacoes Ltda (an Enel
Enel Ener Group subsidiary) hold stakes
Y 974717,763 92.063 Enel, S.p.A. Corporate of 0.9756% and 99.0244%, re-
Europe, SR.L. : ) .
spectively, in the share capital of
Enel Energy Enel Green Power Modelo | ESli-
Enel, S.p.A. Europe, SRL 974,717,763 92.063 ca, SA. and Enel Green Power
Modelo Il Eélica, S.A.
. L i Endesa, S.A. and Enel Invest-
Indicate the most significant movements in the share- ment Holding BV hold 50%
. stakesinthe share capital of Enel
holder structure durmg the year. Enel, S.p.A. Corporate Insurance NV. Enel Insurance NV
holds 100% of the share capital
of Compostilla RE. S.A.
A.3. Complete the following tables on company directors Endesa Ingenieria, SLU. (an
holding voting rights through company shares. Endesa Group subsidiary) and
Enel Sole, S.r.L. (an Enel Group
Enel, S.p.A. Corporate subsidiary) hold 50% stakes in
the following temporary joint
Number of indirect voting vgntgres: Me'i'da',Abaran and
rights Rincdn de la Victoria.
Name or Endesa Generacién, S.AU. (an
Number of  corporate Number Endesa Group subsidiary) and
Name or corporate directvoting name of of voting % of total Enel, S.p.A. Corporate Enel Sp.A hold 40.99% and
name of director rights  director rights  voting rights ! 4.32% stakes, respectively, in
Borja Prado Eulate 4,889 0.000 the share capital of Elcogas, S.A.
Fulvio Conti 200 0.000 Endesa Generacidn, S.A. (an
Andrea Brentan 100 0.000 Endesa Group sub5|d|ary)_ and
Enel Green Power International
Massimo Cioffi 100 0.000 Enel, S.p.A. Corporate BV (an Enel Group subsidiary)
: : hold 40% and 60% stakes, re-
Gianluca Comin 100 0.000 spectively, in the share capital
i of Enel Green Power Espaiia, S.L.
Alejandro 200 0.000 P
Echevarria Busquet
Luigi Ferraris 100 0.000
salvador Montejo 5 _ A.6. Indicate whether any shareholders’ agreements
Velilla 0 0.000
Miquel Roca have been notified to the company pursuant to articles
363 0.000 . i
Junyent 530 and 531 of the Spanish Corporate Enterprises Act
% of total voting rights held by directors 0.001
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(Ley de Sociedades de Capital, LSC). Provide a brief de-

ANNUAL REPORT 2013



scription and list the shareholders bound by the agree-
ment, as applicable.

No

Indicate whether the company is aware of the existence
of any concerted actions among its shareholders. Give a
brief description as applicable.

No

Expressly indicate any amendments to or termination of

such agreements or concerted actions during the year.

A.7. Indicate whether any individuals or bodies corpo-
rate currently exercise control or could exercise control
over the company pursuant to article 4 of the Spanish
Securities Market Act (Ley del Mercado de Valores). If so,
identify.

Yes

Name or corporate name

Enel Energy Europe, S.R.L.

Remarks

Enel, S.p.A. is sole shareholder of Enel Energy Europe.

A.8. Complete the following tables on the company’s
treasury shares.

At year-end:

Number of shares held ~ Number of shares held

% of total share capital

directly indirectly (*)
0 0 0
(*) Through:

Name or corporate name of direct

shareholder Number of shares held directly

Total:
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Give details of any significant changes during the year,
pursuant to Royal Decree 1362/2007.

% of total share
capital

Total indirect
shares acquired

Total direct

Date reported shares acquired

A.9. Give details of the applicable conditions and time
periods governing any resolutions of the general share-
holders’ meeting authorising the board of directors to
purchase and/or transfer treasury shares.

At the Ordinary General Meeting held on 21 June 2010,
shareholders authorised the Company and its subsidiaries to
acquire treasury shares pursuant to the provisions of article
75 and additional provision one of the former Spanish Com-
panies Act (Ley de Sociedades Andnimas).

I.  To revoke and make void, as to the unused portion, the
authorisation for the derivative acquisition of treasury
shares granted at the Ordinary General Shareholders’
Meeting held on June 30, 2009.

Il. Toonceagain authorise the derivative acquisition of treas-
ury shares, as well as the pre-emptive rights of first refusal
in respect thereto, pursuant to article 75 of the Spanish

Companies Act under the following conditions:

a) Acquisitions may be made via any legally accepted
method, directly by Endesa, S.A., by its Group compa-
nies or by proxy, up to the maximum legal limit.

b) Acquisitions shall be made at a minimum price per
share of its par value and a maximum equal to their

trading value plus an additional 5%.

¢) The duration of this authorisation shall be 5 years.

The authorization also includes the acquisition of shares
which, as the case may be, must be delivered directly to the
employees and directors of the Company or its subsidiaries,
as a consequence of the exercise of stock option rights held
thereby.

A. OWNERSHIP STRUCTURE 5



A.10. Indicate, as applicable, any restrictions on the
transfer of shares and/or the exercise of voting rights. In
particular, indicate any restrictions that could prevent a
party from taking control of the company by acquiring its
shares on the market.

No

A.11. Indicate whether the general shareholders’ meet-
ing has agreed to take neutralisation measures to prevent
a public takeover bid by virtue of the provisions of Act
6/2007.

No

If applicable, explain the measures adopted and the
terms under which these restrictions may be lifted.

A.12. Indicate whether the company has issued shares
that are not traded on a regulated EU market.

Yes

6 ENDESA

If so, indicate the different classes of shares and, for each
class, the rights and obligations carried thereby.

The Company's share capital amounts to Euros

1,270,502,540.40 and has been fully subscribed and paid.

The share capital is represented by 1,058,752,117 shares of
the same class (ordinary shares) with a par value of Euros 1.20

each, traded by the book-entry system.

The 1,058,752,117 shares that comprise the share capital,
represented by book entries, are considered to be securities
and are governed by the provisions governing the Spanish
Securities Market.

Endesa’s shares, traded by the book-entry system, have been
registered in the Iberclear Central Registry, the entity respon-
sible for accounting for shares.

The shares of Endesa, S.A. are traded on the Spanish stock
exchanges and on the Santiago de Chile Offshore Stock

Exchange.
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B. General Shareholders’ Meeting

B.1. Indicate the quorum required for constitution of the
general shareholders’ meeting. Describe how it differs
from the system of minimum quorums established in the
Spanish Corporate Enterprises Act (LSC).

No

Quorum % other than
that established in article
194 of the LSC for the
special cases described in

Quorum % other than
that established in
article 193 of the LSC

for general cases article 194
Quorum required 0 0
for first call
Quorum required 0 0

for second call

Description of differences

B.2. Indicate and, as applicable, describe any differenc-
es between the company’s system of adopting corporate
resolutions and the framework set forth in the LSC.

No

Describe how they differ from the rules established un-
der the LSC.

B.3. Indicate the rules for modifying the company’s by-
laws. In particular, indicate the majority vote required to
modify the bylaws and any rules for safeguarding share-

holders’ rights in the event of such modification.

Pursuant to article 26 of the Bylaws, in order for the Annu-
al or Special Shareholders’ Meeting to validly agree on the
amendment to the Corporate Bylaws, at first notice share-
holders representing at least 50% of the subscribed capital
with voting rights must be present. At second notice, 25% of
the capital must be represented.

When less than 50% of the subscribed voting share capital is
present, the resolutions referred to above may only be validly
adopted when two-thirds of the capital present or represent-

ed at the Meeting casts a vote in favour thereof.
B.4. Indicate the attendance figures for the general

shareholders’ meetings held during the year reported

and the preceding year.
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Attendance data
% remote voting
Date of %
General attending % by  Electronic
Meeting in person proxy means Other Total
22/04/2013 92.070 1.293 0.000 0.029 93.39
22/06/2012 92.075 1.381 0.000 0.039 93.495

B.5. Indicate whether the bylaws impose any minimum
requirement on the number of shares required to attend

the general shareholders’ meetings.

No

B.6. Indicate whether certain decisions that entail a struc-
tural modification of the company (“subsidiarisation”,
sale or purchase of essential operating assets, operations
tantamount to the liquidation of the company, etc.) must
be put to vote at the general shareholders’ meeting, even
where such approval is not expressly required in prevail-
ing legislation.

No

B.7. Indicate the web address and mode of accessing
corporate governance content and other information
for shareholders in respect of the general shareholders’

meetings, all on the company’s website.

The Company'’s website is www.endesa.com. Information on
corporate governance can be accessed from the homepage

via two separate channels:

* A link to "Corporate Governance” appears directly on the
home page.

* The "Corporate Governance” section can also be accessed
through by clicking on the “Investors” link and then “Cor-

porate Governance”.

To access information on the General Shareholders’ Meet-
ings, a direct banner link is posted on the home page from
the time the meeting is called until it is held. Once the meet-
ing has been held, the information can be accessed through
two channels:

e Corporate Governance-Shareholders Meetings

e Investors-Corporate Governance-Shareholders Meetings

B. GENERAL SHAREHOLDERS' MEETING 7



C. Company Management Structure

C.1. Board of Directors

C.1.1. List the maximum and minimum number of direc-

tors included in t150he bylaws.

Maximum number of directors

Minimum number of directors

C.1.2. Complete the following table with board mem-

bers’ details.

Date of first Date of last

Name or corporate name of director Representative  Position on the board appointment appointment Election procedure

Borja Prado Eulate — Chairman 20/06/2007 09/05/2011 Vote at Shareholders’ Meeting
Fulvio Conti — Vice Chairman 25/06/2009 22/04/2013 Vote at Shareholders’ Meeting
Andrea Brentan — Chief Executive Officer 18/10/2007 26/06/2012 Vote at Shareholders’ Meeting
Massimo Cioffi — Director 26/06/2012 26/06/2012 Vote at Shareholders’ Meeting
Gianluca Comin — Director 14/09/2009 22/04/2013 Vote at Shareholders’ Meeting
Alejandro Echevarria Busquet — Director 25/06/2009 22/04/2013 Vote at Shareholders’ Meeting
Luigi Ferraris — Director 18/10/2007 26/06/2012 Vote at Shareholders’ Meeting
Salvador Montejo Velilla — Secretary-Director 26/06/2012 26/06/2012 Vote at Shareholders’ Meeting
Miquel Roca Junyent — Director 25/06/2009 22/04/2013 Vote at Shareholders’ Meeting

Total number of directors

Indicate any board members who left during this

period.

Name or corporate
name of director

Status of the director at

the time

Leaving date

C.1.3. Complete the following tables on board members

and their respective categories.

Executive Directors

Name or corporate

Committee proposing

Post held in the

External Proprietary Directors

Name or corporate

name of director

Name or corporate name
of significant shareholder
represented or proposing
appointment

Committee proposing
appointment

Appointments and

Fulvio Conti Remuneration Committee Enel, S.p.A.

Gianluca Comin Appomtme.nts and ) Enel, S.p.A.
Remuneration Committee

. ) Appointments and

Luigi Ferraris Remuneration Committee Enel, S.p.A.

Massimo Cioffi Appointmentsand Enel, S.p.A.
Remuneration Committee

Total number of proprietary directors 4

% of the board

44.444

Independent External Directors

; . Name or
name of director appointment company corporate name Profile
Appointments of director
Borja Prado Eulate and Remuneration Chairman Holds a degree in Business Administration from the University
Committee Alejandro of Deusto, with a specialisation from the Higher School.
A ’ Echevarria Recipient of the Jaume de Cordelles Prize (ESADE) Award, the
ppointments - o
Andrea Brentan and Remuneration Chief Executive Officer Busquet Best Basque EntrepreneurAvvard, the‘Best Busmgss Adminis-
Committee trator Award and the Business Values in the Media Award.
) Law graduate from the University of Barcelona; Lecturer
Salvador Montejo Appointments ) Secretary of the Board Miquel Roca in Constitutional Law at the Pompeu Fabra University in
Velilla and Re_munerauon of Directors Junyent Barcelona and holder of an Honorary Doctorate from the
Committee distance learning universities of Ledn, Gerona and Cadiz.
Total number of executive directors 3 Total number of independent directors 2
% of the board 33.333 % of the board 22222

ENDESA
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List any independent directors who receive from the
company or group any amount or payment other than
standard director remuneration or who maintain or have
maintained during the period in question a business re-
lationship with the company or any group company, ei-
ther in their own name or as a significant shareholder,
director or senior manager of an entity which maintains

or has maintained the said relationship.

Yes

If applicable, include a statement from the board detail-
ing the reasons why the said director may carry on their

duties as an independent director.

Name or corporate name of director

Miquel Roca Junyent

Nature of the relationship

The Roca Junyent Law Office provides services to the Endesa

subsidiary Endesa Distribucion Eléctrica.

Reasons:

The Board of Directors of Endesa, S.A. considers that Miquel
Roca Junyent carries out his duties as Independent Director
of Endesa, S.A. irrespective of the contractual relationship be-
tween Endesa Distribuciéon Eléctrica (a subsidiary of Endesa,
S.A.) and the Roca Junyent Law Office, which provides legal

assistance in certain matters, given that:

e the Audit and Compliance Committee and the Board of Di-
rectors approved the contracting of the services of the law
office

¢ the fees paid are not significant

2013 ANNUAL CORPORATE GOVERNANCE REPORT

the Roca Junyent Law Office was selected in an open re-
quest for services among several competitors, and the ser-

vice is rendered in market conditions

services are engaged from the Roca Junyent Law Office and
not from the individual director

Mr. Roca did not participate in the decision-making process
or in negotiating the contract, neither in representation of
the law office nor of Endesa. Mr. Roca excused himself from
the Endesa Board of Director’s debate on and approval of
the agenda point regarding the engagement of the Roca

Junyent Law Office.

Other External Directors

Name or corporate name of director Committee proposing appointment

Total number of other external
directors

% of the board

List the reasons why these cannot be considered propri-
etary or independent directors and detail their relation-
ships with the company, its executives or shareholders.

Company, executive

or shareholder with
whom the relationship is
maintained

Name or corporate

name of director Reasons

List any changes in the category of each director which

have occurred during the year.

Name or Previous

corporate name  Date of change Current category
; category

of director

C. COMPANY MANAGEMENT STRUCTURE 9



C.1.4. Complete the following table on the number

of female directors over the past four years and their

category.
Number of female directors % of total directors of each type

Yeart Year t-1 Year t-2 Year t-3 Yeart Year t-1 Year t-2 Year t-3
Executive — — — — — — — _
Proprietary — — — — — _ _ _
Independent — - — — — — _ _
Other external — — — — — — _ _
Total 0 0 0 0 0 0 0 0

C.1.5- Explain the measures, if applicable, which have
been adopted to ensure that there is a sufficient number
of female directors on the board to guarantee an even
balance between men and women.

Explanation of measures

No specific measures have been implemented to incorporate
female directors on the Board of Directors. However, Endesa
does have an Equality Plan in place for employees, confirming

its commitment to ensuring gender equality in the Company.

C.1.6. Explain the measures taken, if applicable, by the
nomination committee to ensure that the selection pro-
cesses are not subject to implicit bias that would make it
difficult to select female directors, and whether the com-
pany makes a conscious effort to search for female candi-
dates who have the required profile.

Explanation of measures

Article 15 of the Board of Directors’ Regulations requires the
members of the Appointments and Remuneration Commit-
tee to ensure that selection processes contain no implicit bias

against women candidates.

When, despite the measures taken, there are few or no
female directors, explain the reasons.

Explanation of reasons

This situation is exclusively due to chance, without any prede-
termined reasons or intention.

C.1.7. Explain how shareholders with significant hold-

ings are represented on the board.

10 ENDESA

92.063% of Endesa’s share capital is owned by a single share-
holder, the Italian company Enel S.p.A. There is no significant

owner of the remaining 7.94%.

The Board of Directors of Endesa, S.A. comprises nine mem-
bers: two independent directors, four proprietary directors
(representatives of Enel, S.p.A.), and three executive directors
(Chairman, Chief Executive Officer and Secretary-Director),
which were appointed to their posts with Enel, S.p.A. as the

controlling shareholder.

C.1.8. Explain, when applicable, the reasons why propri-
etary directors have been appointed upon the request of
shareholders who hold less than 5% of the share capital.

Provide details of any rejections of formal requests for
board representation from shareholders whose equity
interest is equal to or greater than that of other share-
holders who have successfully requested the appoint-
ment of proprietary directors. If so, explain why these
requests have not been entertained.

No
C.1.9. Indicate whether any director has resigned from
office before his or her term of office has expired, wheth-
er that director has given the board his/her reasons and
through which channel. If made in writing to the whole
board, list below the reasons given by that director.

No

C.1.10. Indicate what powers, if any, have been delegat-
ed to the chief executive officer.
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Name or corporate

name of director Brief description

On 30 June 2009, the Board of Directors
delegated all powers of the Board that could be
delegated legally and as per the bylaws to the
Chief Executive Officer.

The Chief Executive Officer of Endesa, S.A., Andrea
Brentan, shall exercise all powers delegated to
him jointly with the Executive Committee of the
Board of Directors, as applicable.

Andrea Brentan

C.1.11. List the directors, if any, who hold office as direc-
tors or executives in other companies belonging to the

listed company’s group.

Name or corporate name of Corporate name of the

director group company Post

Borja Prado Eulate Enersis, S.A. Vice Chairman
Andrea Brentan Enersis, S.A. Director

Luigi Ferraris Enersis, S.A. Director

C.1.12. List any company board members who likewise
sit on the boards of directors of other non-group compa-
nies that are listed on official securities markets in Spain,

insofar as these have been disclosed to the company.

Name or corporate name of

director Name of listed company Post

Mediaset Espafia

Borja Prado Eulate Comunicacion, SA. Director

Fulvio Conti RCS MediaGroup S.p.A. Director

Fulvio Conti AON Corporation Director

Fulvio Conti Barclays Plc Director

Alejandro Echevarria Busquet Compania V|n|~co|a del Director
Norte de Espafia

Alejandro Echevarria Busquet Med|as§t Egpana Chairman
Comunicaciones, S.A.

Miquel Roca Junyent ACS, S.A. Director

C.1.13. Indicate and, where appropriate, explain whether
the company has established rules about the number of

boards on which its directors may sit.

No

C.1.14. Indicate the company’s general policies and strat-
egies that are reserved for approval by the board of direc-

tors in plenary session:

2013 ANNUAL CORPORATE GOVERNANCE REPORT

Investment and financing policy X
Design of the structure of the corporate group X
Corporate governance policy X
Corporate social responsibility policy X

The strategic or business plans, management targets and

annual budgets %
Remuneration and evaluation of senior officers X
Risk control and management, and the periodic X
monitoring of internal information and control systems

Dividend policy, as well as the policies and limits applying X

to treasury shares

C.1.15. List the total remuneration paid to the board of
directors in the year.

Remuneration paid to the board of directors

(thousands of Euros) 5,920

Amount of total remuneration corresponding to vested rights

in pension plans (thousands of Euros) 4414

Total board remuneration (thousands of Euros)

C.1.16. List any members of senior management who are
not executive directors and indicate total remuneration
paid to them during the year.

Name or corporate name Post(s)

Francisco Borja Acha Besga General Manager - Legal Advisory

General Manager - Spain and

José Damian Bogas Galvez Portugal

General Manager - Economic and

Paolo Bondi ; -
Financial

Francesco Buresti General Manager - Purchasing

Enrique Durand Baquerizo General Manager - Audit

General Manager - Systems and

Rafael Lépez Rueda 2
Telecommunications

Alfonso Lépez Sanchez General Manager - Communications

General Manager - Strategy and

Héctor Lopez Vilaseco Development

General Manager - Human Resources

José Luis Puche Castillejo and Organisation

Alberto Fernandez Torres General Manager - Communications

Federico Fea General Manager - Innovation

General Manager - Latin America /

Ignacio Antofanzas Alvear .
9 General Manager - Chile

Total remuneration received by senior management

(thousands of Euros) 10,844

C. COMPANY MANAGEMENT STRUCTURE 11



C.1.17. List, if applicable, the identity of those directors
who are likewise members of the boards of directors of
companies that own significant holdings and/or group

companies.

Name or corporate name
of director

Corporate name of
significant shareholder

Post

Borja Prado Eulate

Enel Energy Europe, S.R.L.

Director

Chief Executive Officer

Fulvio Conti Enel, Sp.A. and General Manager
Fulvio Conti Enel Energy Europe, SRL. Chairman

Andrea Brentan Enel Energy Europe, S.RL. Chief Executive Officer
Andrea Brentan Enel Green Power, S.p.A.  Director

Andrea Brentan Enel Investment Holding ~ Director

Luigi Ferraris Enel Green Power, S.p.A.  Chairman

Luigi Ferraris Enel Factor, S.p.A. Chairman

Luigi Ferraris Enel Servizi, S.R.L. Chairman

Luigi Ferraris Enel Distribuzione, S.p.A.  Director

Luigi Ferraris Enel Produzione, S.p.A. Director

Luigi Ferraris Enel Investment Holding  Director

Gianluca Comin Enel Servizi, SR.L. EZII(;];EEegutive Officer

List any relevant relationships, other than those includ-
ed under the previous heading, that link members of the
board of directors with significant shareholders and/or

their group companies.

C.1.18. Indicate whether any changes have been made to
the board regulations during the year.

No

C.1.19. Indicate the procedures for appointing, re-elect-
ing, evaluating and removing directors. List the com-
petent bodies, procedures and criteria used for each of
these procedures.

Selection and Appointment:

Pursuant to article 38 of the Bylaws, the shareholders in Gen-
eral Meeting shall be responsible for both the appointments
and the removal of the members of the Board of Directors.

12 ENDESA

In the event of a vacancy arising on the Board of Directors, the
Board shall appoint a Director until the next General Share-
holders’ Meeting is held (articles 5 and 6 of the Board of Di-

rectors’ Regulations).

Likewise, the Appointments and Remuneration Committee is
vested, inter alia, with the powers and authorities of inform-
ing and proposing to the Board of Directors the appointment
of Directors, either by co-option or by means of a proposal to
the General Shareholders’ Meeting (articles 53 and 15 of the

Bylaws and Board of Directors’ Regulations).

Proposals for the appointment or re-election of Directors
brought by the Board shall be made in respect of persons
of recognised prestige who possess the adequate experi-
ence and professional knowledge for the performance of
their duties and who assume a commitment of sufficient
dedication for the performance of the tasks of the Board
(article 5 of the Board of Directors’ Regulations). In this
regard, the Regulations also guarantee that the process
of filling Board vacancies has no implicit bias against fe-
male candidates (article 15.7 of the Board of Directors’

Regulations).

The Appointments and Remuneration Committee shall also
evaluate the competencies, knowledge and experience nec-
essary on the Board, thereby identifying the functions and
aptitudes necessary in the candidates to cover each vacancy,
and evaluating the time and dedication required in order that
they may properly perform their mandate (article 15 of the

Board of Directors’ Regulations).

Re-election:

At Endesa, Directors can be reappointed (article 5 of the
Board of Directors’ Regulations). The term of office of Direc-
torsis four years and they may be re-elected for periods of like
duration (article 39 of the Bylaws).

Pursuant to article 24 of the Board of Directors’ Regulations,
the Appointments and Remuneration Committee shall nec-
essarily report on the proposed re-election of the Directors
the Board decides to present at the General Shareholders’
Meeting. In this regard, the proposal for appointment or

re-election of Directors brought by the Board of Directors to
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the General Shareholders’ Meeting shall be approved by the
Board of Directors at the proposal of the Appointments and
Remuneration Committee, in the case of Independent Direc-
tors, and following a report by said committee in the case of
the remaining Directors (article 21 of the Board of Directors’

Regulations).

Evaluation:

Pursuant to article 6.5 of the Board of Directors’ Regulations,
on an annual basis, the Board shall evaluate the quality and
efficiency of the functioning of the Board and the perfor-
mance of their duties by the Chairman of the Board and the
CEO, based on a report presented by the Appointments and

Remuneration Committee.

Also, the Chairman shall be responsible for the efficient func-
tioning of the Board and therefore shall organise and coor-
dinate with the chairmen of the relevant committees the
periodic evaluation of the Board (article 34.3 of the Board of

Directors’ Regulations).

Removal:

As noted above, the office of Director is waivable, revocable
and reappointable (article 5 of the Board of Directors’ Regu-
lations) and the term of office of Directors shall be four years

(article 39 of the Bylaws).

In this regard, article 25 of the Board of Directors’ Regulations
states that Directors shall cease in their position when the
period for which they were appointed has transpired, as well
as in all other applicable circumstances in accordance with
the law and Endesa’s internal regulations. Pursuant to article
38 of the Bylaws, the shareholders in General Meeting shall
be responsible for the removal of members of the Board of
Directors.

Directors must tender their resignation when:

A) their remaining on the Board of Directors may impair the

credit and reputation of the Company, or
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B) they are subject to any of the cases of incompatibility or
prohibition provided by law and when the Board, following
a report by the Appointments and Remuneration Commit-
tee, resolves that the Director has seriously violated his or her

obligations.

Also, when due to any cause the removal of a Director takes
place, the latter may not render services at another compet-
ing entity during a period of two years, unless the Board ex-
empts him or her from this obligation or shortens the dura-

tion of the aforesaid prohibition.

Finally, in the event that a Director ceases in his or her posi-
tion, whether due to resignation or otherwise, prior to the
end of his or her mandate, that Director must explain the
reasons in a letter addressing all Board members. Without
prejudice to said removal being reported as a material fact,
a report must be given on the reason for the removal in the
Annual Corporate Governance Report.

C.1.20. Indicate whether the board has evaluated its per-

formance during the year.
Yes
Explain, if applicable, to what extent this evaluation has

prompted significant changes in its internal organisa-

tion and the procedures applicable to its activities.

Description of changes

C.1.21. Indicate the cases in which directors must resign.

Directors must resign in the events described in article 25.2 of

the Board of Directors’ Regulations. These are when:

A) their remaining on the Board of Directors may impair the

credit and reputation of Endesa

B) they are subject to any of the cases of incompatibility or
prohibition provided by law and when the Board, following
a report by the Appointments and Remuneration Commit-
tee, resolves that the Director has seriously violated his or her

obligations.
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In the event that a Director ceases in his or her position, wheth-
er due to resignation or otherwise, prior to the end of his or her
mandate, the Director must explain the reasons in a letter ad-
dressing all Board members. Without prejudice to said removal
being reported as a material fact, a report must be given on the
reason for the removal in the Annual Corporate Governance

Report (article 25.4 of the Board of Directors’ Regulations).
C.1.22. Indicate whether the duties of chief executive of-
ficer fall upon the chairman of the board of directors. If
so, describe the measures taken to limit the risk of pow-
ers being concentrated in a single person.

No

Indicate, and if necessary, explain whether rules have
been established that enable any of the independent di-
rectors to convene board meetings or include new items
on the agenda, to coordinate and voice the concerns of
external directors and to oversee the evaluation by the
board of directors.

No

C.1.23. Are qualified majorities, other than those pre-
scribed by law, required for any type of decision?

No
If applicable, describe the differences.
C.1.24. Indicate whether there are any specific require-
ments, apart from those relating to the directors, to be
appointed chairman.

No

C.1.25. Indicate whether the chairman has the casting

vote.

Yes

Matters where the chairman has the casting vote

Pursuant to article 47 of the Bylaws, the Board will deliber-

ate on the matters contained on the agenda and also on all
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those matters that the Chairman or majority of the Directors
present or represented propose, even if the matters are not
included on the agenda. Resolutions must be adopted with
the favourable vote of the absolute majority of the Directors
attending the meeting in person or by proxy. In the event
there is an equal number of votes, the Chairman, or whosoev-
er substitutes him or her at the meeting, will cast the decisive
vote. The provisions of this section shall be applicable without
prejudice to those resolutions for which a qualified majority
of the Board members is required in accordance with the cor-

porate Bylaws or current laws in force.

C.1.26. Indicate whether the bylaws or the board regula-

tions set any age limit for directors.

No

C.1.27. Indicate whether the bylaws or the board regu-
lations set a limited term of office for independent direc-

tors, other than that established in prevailing regulations.

No

C.1.28. Indicate whether the Bylaws or board regulations
stipulate specific rules on appointing a proxy to the board,
the procedures thereof and, in particular, the maximum
number of proxy appointments a director may hold. Also
indicate whether only one director of the same category

may be appointed as a proxy. If so, give brief details.

Pursuant to article 45 of the Bylaws, proxies must be granted
in writing and specifically for each Board meeting. No Board
member may hold more than three proxies, except the Chair-
man, to whom this limit shall not be applicable, although
he or she may not represent the majority of the Board of

Directors.

Likewise, article 11 of the Board of Directors’ Regulations
states that each Director may be represented by another
member of the Board in accordance with the provisions of

the Company'’s Bylaws.

C.1.29. Indicate the number of board meetings held
during the year and how many times the board has met
without the chairman in attendance. This calculation
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should include attendance through proxy when specific

instructions were given.

Number of board meetings 12

Number of board meetings held in the absence of the chairman 0

Indicate the number of meetings of the various board

committees held during the year.

Number of meetings of the executive or delegate committee 0

Number of meetings of the audit committee 9

Number of meetings of the nomination and remuneration
committee

Number of meetings of the nomination committee —

Number of meetings of the remuneration committee —

Number of meetings of the committee —

C.1.30. Indicate the number of board meetings held dur-
ing the year with all members in attendance. This calcu-
lation should include attendance through proxy when

specific instructions were given.

Attendance of directors 12

% of attendances of the total votes cast during the year 100 %

C.1.31. Indicate whether the individual and consolidated
financial statements are certified before they are submit-
ted to the board for authorisation for issue.

Yes

Identify, where applicable, the person(s) who certified
the company’s individual and consolidated financial
statements prior to their authorisation for issue by the
board.

Name Post

General Manager - Economic and

Paolo Bondi ; -
Financial

Andrea Brentan Chief Executive Officer

C.1.32. Explain the mechanisms, if any, established by
the board of directors to prevent the individual and con-
solidated financial statements it authorises for issue from
being presented at the general shareholders’ meeting
with a qualified audit report.
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Prior to the Board of Directors meeting at which the financial
statements will be authorised for issue, and in order to avoid
that the individual and consolidated financial statements so
authorised are presented at the General Shareholders’ Meet-
ing with a qualified audit report, the auditor provides the
Board of Directors will a letter setting out the main conclu-

sions of its audit work.

C.1.33. Is the secretary of the board also a director?

Yes

C.1.34. Explain the procedures for appointing and re-
moving the secretary of the board, indicating whether
his/her appointment and removal have been notified by
the appointments committee and approved by the board

in plenary session.

Appointment and removal procedure

Pursuant to article 37 of the Board of Directors’ Regulations,
the Board, in plenary session, at the Chairman’s proposal and
following a report by the Appointments and Remuneration

Committee, shall appoint a Secretary, who must hold a de-

greein Law.
Yes No
Does the nomination committee propose appointments? X
Does the nomination committee advise on dismissals? X
Do appointments have to be approved by the board in X
plenary session?
Do dismissals have to be approved by the board in plenary X

session?

Is the secretary of the board entrusted in particular
with the function of overseeing corporate governance

recommendations?

Yes

Remarks

Pursuant to article 37 of the Board of Directors’ Regulations,

the Secretary shall ensure observance of corporate govern-
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ance principles and rules and the provisions of the Company’s

Bylaws and Regulations.

C.1.35. Indicate and explain, where applicable, the mech-
anisms implemented by the company to preserve the in-
dependence of the auditor, financial analysts, investment

banks and rating agencies.

Pursuant to article 52 of the Bylaws, the main task of the
Audit and Compliance Committee is to promote com-
pliance with good corporate governance and ensure the
transparency of all actions of the Company in the economic
and financial area and external and compliance audits and
internal audits. It shall liaise with external auditors or audit
firms in order to receive information on all matters which
may place at risk their independence, and any others relat-
ed to the procedures concerning the audit of the accounts.
It shall also supervise the efficiency of the Company’s In-
ternal Control System, internal auditing services and risk
management systems, as well as those communications
as provided by account auditing laws and technical audit-
ing standards. The Audit and Compliance Committee shall
also receive annually from the auditors or auditing compa-
nies written confirmation of their independence vis-a-vis
the Company and/or related parties, as well as additional
services provided; and issue annually, prior to the issuance
of the auditors’ report, a report expressing an opinion on
the independence of the auditors or audit firms. This re-
port must address the provision of the additional services
referred to in the above section.

Moreover, there is no relationship with financial analysts, in-
vestment banks and credit rating agencies other than that

derived from professional activities.

C.1.36. Indicate whether the company has changed its
external audit firm during the year. If so, identify the in-

coming audit firm and the outgoing auditor.

No

C.1.37. Indicate whether the audit firm performs non-au-
dit work for the company and/or its group. If so, state the

amount of fees paid for such work and the percentage
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they represent of all fees invoiced to the company and/

or its group.

No

Company Group Total
Amount of non-audit work (thousands
0 0 0
of Euros)
Amount of non-audit work as a % of the 0 0 0

total amount billed by the audit firm

C.1.38. Indicate whether the audit report on the previous
year’s financial statements is qualified or includes reser-
vations. Indicate the reasons given by the chairman of
the audit committee to explain the content and scope of

those reservations or qualifications.

No

C.1.39. Indicate the number of consecutive years during
which the current audit firm has been auditing the finan-
cial statements of the company and/or its group. Like-
wise, indicate for how many years the current firm has
been auditing the financial statements as a percentage
of the total number of years in which the financial state-
ments have been audited.

Company Group
Number of consecutive years 3 3
Company Group
Number of years audited by current audit firm/
Number of years the company’s financial statements 9.09%  11.54%

have been audited (%)

C.1.40. Indicate and give details of any procedures
through which directors may receive external advice.

Yes

Details of the procedure

Article 30 of the Board of Directors’ Regulations governs the

right to advice and information.

Directors will, whenever the performance of their functions

so requires, have access to all the Company’s services and may
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request such information and counselling as they may require
on any matter. The right to information extends to investees.
The request will be made by the Chairman through the Board

Secretary and conveyed by the Chief Executive Officer.

The Directors will, by majority, also have the power to propose
to the Board the engagement, at the Company’s expense, of
such legal, accounting, technical, financial, commercial or
other advisers as they consider necessary in order to be aid-
ed in the discharge of their duties where it concerns specific
problems of a certain importance and complexity related to

the performance of their work.

The above proposal must be notified to the Company Chair-
man through the Board Secretary and will be conveyed by the
Chief Executive Officer. The Board may refuse to approve fi-
nancing for the advisory services referred to in the preceding
paragraph on the grounds that they are not necessary for the
performance of the functions entrusted, that their amount
is disproportionate to the importance of the problem, or if it
considers that such technical assistance could be adequately

provided by Company personnel.

The Company shall establish an orientation programme pro-
viding new Directors with a speedy and sufficient knowledge
of the Company, as well as of its rules of corporate govern-
ance. In addition, it shall also offer Directors knowledge re-

fresher programs when circumstances so advise.

C.1.41. Indicate whether there are procedures for direc-
tors to receive the information they need in sufficient
time to prepare for meetings of the governing bodies.

Yes

Details of the procedure

Article 42 of the Bylaws states that the Directors, by virtue of
their position, are obliged, in particular, to: a) Obtain the nec-
essary information and prepare adequately the meetings of
the Board of Directors and the statutory corporate bodies to
which they belong. Pursuant to the above, the Company pro-
vides Directors with the information pertaining to the meet-
ing, seven days in advance, if possible, or at least 48 hours

prior to said meeting.
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C.1.42. Indicate and, where appropriate, give details
of whether the company has established rules obliging
directors to inform the board of any circumstances that
might harm the organisation’s name or reputation, ten-

dering their resignation as the case may be.

Yes

Details of rules

Article 25 of the Board of Directors’ Regulations stipulates
that Directors shall cease in their position when the period
for which they were appointed has transpired, as well as in all
other applicable circumstances in accordance with the Law,
the Bylaws and these Regulations.

Directors must tender their resignation in the following cir-
cumstances: when they are subject to any of the cases of in-
compatibility or prohibition provided by law and when their
remaining on the Board of Directors may impair the credit
and reputation of the Company, or when the Board, follow-
ing a report from the Appointments and Remuneration Com-
mittee, resolves that the Director has seriously violated his or
her obligations.

C.1.43. Indicate whether any director has notified the
company that he/she has been indicted or tried for any
of the offences stated in article 213 of the Spanish Corpo-
rate Enterprises Act.

No

Indicate whether the Board of Directors has examined
the matter. If so, provide a justified explanation of the
decision taken as to whether or not the director should
continue to hold office or, where appropriate, indicate
the pertinent actions taken by the board to date or that

it intends to implement.

C.1.44. Indicate the significant agreements to which the
company is party and which take effect, undergo changes
or terminate upon a change of control following a takeo-
ver bid and the effects thereof.
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Endesa and its subsidiaries have loans and other borrowings
from banks of approximately Euros 663 million that might
have to be repaid early in the event of a change of control
over Endesa. It also has derivatives with a gross market value of
Euros 2.55 million (notional amount of Euros 30 million) that

might have to be settled early as a result of a change of control.

C.1.45. Identify, in aggregate form and provide detailed
information on agreements between the company and its
officers, executives and employees that provide indemni-
ties, compensation or “golden parachute” clauses for the
event of resignation, unfair dismissal or termination as a
result of a takeover bid or other operation.

Number of beneficiaries

43

Category of beneficiary

Executive directors, senior executives and executives.
Description of agreement

These clauses are the same in all the contracts of the Execu-
tive Directors and senior executives of the Company and of
its Group and were approved by the Board of Directors fol-
lowing the report of the Appointments and Remuneration
Committee. The agreements provide for certain benefits in
the event of termination of the employment relationship and

a post-contractual non-competition clause.

The clauses for Executive Directors and senior executives set

out the following:
Termination:

e By mutual agreement: termination benefit equal to an
amount from one to four times the annual remuneration,

on a case-by-case basis.

¢ Unilateral decision by an executive: no entitlement to ter-
mination benefit, unless the decision to terminate the em-
ployment relationship is based on the serious and culpable
breach by the Company of its obligations, the position is
eliminated, or in the event of a change of control or any of
the other cases for compensation for termination provided
for in Royal Decree 1382/1985.
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* As a result of termination by the Company: termination
benefit equal to that described in the first point.

At the decision of the Company based on the serious wilful
misconduct or negligence of the executive in discharging

his or her duties: no entitlement to termination benefit.

These conditions are alternatives to those derived from
changes to the pre-existing employment relationship or its

termination due to early retirement for senior executives.

Post-contractual non-competition clause:

In the vast majority of contracts, the outgoing senior execu-
tive is required to refrain from engaging in a business activ-
ity in competition with Endesa for a period of two years; in
return, the executive is entitled to an amount equal to 1.25

times his or her annual fixed remuneration payment.

Although contracts for members of management do not usu-
ally include termination benefit clauses, where such clauses

do exist, they can be grouped as follows:

1. Similar to those described for Executive Directors and sen-
ior executives, except for certain specific termination benefits

agreed for senior executives.

2. Those that establish the right to receive up to one year’s
total remuneration, in the event of dismissal for reasons not

attributable to the executive.

3. Those that establish the right to receive a month and a half
of remuneration per year of service, in certain cases where

the relationship with the Company is discontinued.

Indicate whether these agreements must be reported to
and/or authorised by the governing bodies of the com-

pany or its group.

Board of General Shareholders’
Directors Meeting
Body authorising clauses Yes
Yes No
Are the shareholders informed of such clauses at the X

General Meeting?
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C.2. Board committees

C.2.1. Indicate all the board of directors’ committees, the
members of the committees, and the percentage of pro-
prietary directors and independent directors thereon.

C.2.2. Complete the following table regarding the num-
ber of female directors serving on the board committees
during the past four years.

Number of female directors

Yeart Year t-1 Year t-2 Year t-3
Number % Number % Number % Number %
Executive 0 0 0 0
Executive or Delegate Committee Committee
Audit Committee 0 0 0 0
Name Post Type
Appointments
Borja Prado Eulate Chairman Executive and Remunera- 0 0 0 0
Andrea Brentan Member Executive tion Committee
Fulvio Conti Member Proprietary
Luigi Ferraris Member Proprietary C.2.3. Indicate whether the audit committee is responsi-
Miquel Roca Junyent Member Independent ble for the following.
% of executive directors 40% Yes No
% of proprietary directors 40% To supervise fche preparation process and monitoring thg
- - integrity of financial information on the company and, if
% of independent directors 20% applicable, the group, and revising compliance with reg- v
% of other external directors ulatory requnremer)ts, the adequate boupdanes of the
scope of consolidation and correct application of account-
ing principles.
To regularly review internal control and risk management
systems, so main risks are correctly identified, managed X
. . ified.
Audit Committee and notified
To safeguard the independence and efficacy of the inter-
Name Post Type nal audit function; propose the selection, lappointmenf[,
reappointment and removal of the head of internal audit
Miquel Roca Junyent Chairman Independent ; propose the department’s budget; receive regular re- X
Alejandro Echevarria Busquet Member Independent port-backs on its act|V|t|§s; apd verify that senior manage-
ment are acting on the findings and recommendations of
Borja Prado Eulate Member Executive its reports.
Luigi Ferraris Member Proprietary To establish and supervise a mechanism whereby staff can
report, confidentially and, if necessary, anonymously, any
irregularities they detect in the course of their duties, in X
particular financial or accounting irregularities, with po-
- - tentially serious implications for the firm.
% of executive directors 25%
5 - ) B To submit to the board proposals for the selection, ap-
% of proprietary directors 25% pointment, reappointment and replacement of the exter- X
% of independent directors 50% nal auditor, and the engagement conditions.

% of other external directors

Appointments and Remuneration Committee

Name Post Type

Alejandro Echevarria Busquet Chairman Independent
Luigi Ferraris Member Proprietary
Miquel Roca Junyent Member Independent
Massimo Cioffi Member Proprietary

% of executive directors

% of proprietary directors 50%
% of independent directors 50%

% of other external directors
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To receive regular information from the external auditor
on the progress and findings of the audit programme and

check that senior management are acting on its recom- X
mendations.
To ensure the independence of the external auditor. X

C.2.4. Describe the organisational and operational rules
and the responsibilities attributed to each of the board
committees.

and Remuneration

Committee name: Appointments

Committee
Brief description: The Appointments and Remuneration

Committee is regulated by article 15 of the Board of Direc-

tors’ Regulations:
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15.1. The Appointments and Remuneration Committee shall
be formed by a minimum of four and a maximum of six mem-
bers of the Board of Directors, appointed with the favourable
vote of the majority of the Board itself. Non-executive Direc-
tors must form a majority of its members. The Board of Direc-
tors shall strive to appoint the members of the Appointments
and Remuneration Committee, taking into consideration

their knowledge, aptitudes and experience.

15.2. The Chairman of the Appointments and Remuneration
Committee shall be appointed by the Board of Directors from
among the Non-executive Directors, with the favourable vote
of the majority of the Board itself. The Chairman must be sub-
stituted every four years and may be re-elected after one year
after vacating office. In the Chairman’s absence, the acting
chairman shall be the committee member designated provi-
sionally by the Board of Directors and, failing this, the oldest
committee member.

15.3. The Appointments and Remuneration Committee will
meet as often as convened by its Chairman, when so resolved
by the majority of its members or at the request of the Board
of Directors. Committee meetings will take place at the Com-
pany's registered offices or at such other venue as may be
determined by the Chairman and stated in the meeting no-
tice. Committee meetings will be validly assembled when the

majority of the Committee members attend in person or by

proxy.

15.4. Resolutions must be adopted with the favourable vote
of the majority of the Directors attending the meeting. In the
event of a tie, the Chairman or Acting Chairman will have the

casting vote.

15.5. The Appointments and Remuneration Committee may
seek external advice when it deems necessary for the perfor-
mance of its duties.

15.6. The Secretary of the Committee shall be that of the
Board of Directors. The Secretary will draft the minutes of the
resolutions passed at Committee meetings and the Board will

be informed of these resolutions.
15.7. The Appointments and Remuneration Committee will

be entrusted with, among other functions, the functions of

reporting and proposing the appointment of the members
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of the Board of Directors, whether in the event of co-optation
or for proposal at the General Shareholders’ Meeting, guar-
anteeing that the selection procedures do not suffer from
implicit flaws which impair the selection of female Directors.

Furthermore, it shall report on their remuneration.

The Committee will also be entrusted with the following
functions: To evaluate the balance of skills, knowledge and
experience on the Board. Consequently, to define the func-
tions and aptitude necessary in the candidates to cover each
vacancy, and evaluate the time and dedication required in or-

der that they may properly perform their mandate.

To propose to the Board of Directors the members to form
part of the Executive Committee and each of the Board
Committees.

To report to the Board of Directors on Endesa Senior Man-
agement appointments and removals, and on Chief Executive

appointments at Enersis, Chilectra and Endesa Chile.

To approve the remuneration of the members of Senior Man-

agement in the terms defined in the preceding section.

To decide on the adoption of remuneration arrangements for
Senior Management that take into account the earnings of
the companies. Also, it must ascertain and assess the Compa-
ny’s policy on executives, particularly in the areas of training,

promotion and recruitment.

To determine the specific rules on relationships between the

Chairman and the Chief Executive Officer, and the Company.

To prepare, amend and approve the Charter Governing Sen-

ior Management.

To oversee compliance with the remuneration policy set by
the Company.

These duties will be deemed to be without limitation and
without prejudice to such other duties as may be entrusted
to the Committee by the Board of Directors. The Board may
require the Committee to prepare reports on matters falling

specifically within its jurisdiction.
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The Appointments and Remuneration Committee shall con-
sult the Chairman and the Chief Executive Officer of the Com-
pany, especially when dealing with matters relating to Execu-
tive Directors and senior executives. Any Director may request
that the Appointments and Remuneration Committee take
into consideration, if deemed suitable, potential candidates

to fill Director vacancies.

Committee name: Executive or Delegate Committee.

Brief description: Article 13 of the Board of Directors’ Regu-

lations regulates the Executive Committee:

13.1. The Executive Committee will be composed of at least
five and not more than seven Directors, including the Chair-

man and the Chief Executive Officer.

The Chairman of the Board of Directors will chair the Execu-
tive Committee and the Secretary of the Board of Directors
will act as such on the Executive Committee. The rules on
substituting such officers are as stipulated for the Board of
Directors.

13.2. The Executive Committee has the power to adopt reso-

lutions pursuant to the powers delegated to it by the Board.

13.3. The appointment of the members of the Executive
Committee will require the favourable vote of at least two

thirds of the members of the Board.

13.4. Resolutions of the Executive Committee on matters for
which it has been delegated powers by the Board must be
implemented as soon as they have been adopted. However,
in cases where, in the opinion of the Chairman or of the ma-
jority of the members of the Executive Committee, the impor-
tance of the matter so advises, the resolutions of the Execu-
tive Committee will be submitted for subsequent ratification
by the Board.

13.5. The Secretary of the Executive Committee, who will be
the Secretary of the Board, will draw up minutes of the res-
olutions adopted, and apprise the Board of them in its next

meeting.
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Committee name: Audit and Compliance Committee

Brief description: The Audit and Compliance Committee is

regulated by article 14 of the Board of Directors’ Regulations:

14.1. The Audit and Compliance Committee will comprise a
minimum of four and a maximum of six members of the Board
of Directors, appointed with the favourable vote of the ma-
jority of the Board itself. Non-executive Directors must form a
majority of its members. At least one of the members of the
Audit and Compliance Committee shall be independent and
shall be appointed in consideration of his or her knowledge

and experience in the area of accounting, auditing or both.

14.2. The Chairman of the Audit and Compliance Commit-
tee shall be appointed by the Board of Directors from among
the non-executive Directors or members who do not hold
management or executive duties at the entity, nor maintain
a contractual relationship other than the condition by which
they are appointed, with the favourable vote of the majority
of the Board itself. The Chairman must be substituted every
four years and may be re-elected after one year after vacating
office. In the Chairman’s absence, the Committee member
designated provisionally by the Board of Directors will substi-
tute for him and, failing this, the oldest Committee member.

14.3. The Board of Directors shall strive to appoint the mem-
bers of the Audit and Compliance Committee, especially its
Chairman, bearing in mind their knowledge and experience

in accounting, auditing or risk management.

14.4. The Audit and Compliance Committee will meet as
often as convened by its Chairman, when so resolved by the
majority of its members or at the request of the Board of
Directors. Committee meetings will take place at the Com-
pany's registered offices or at such other venue as may be
determined by the Chairman and stated in the meeting no-
tice. Committee meetings will be validly assembled when the
majority of the Committee members attend in person or by

proxy.

14.5. Resolutions must be adopted with the favourable vote
of the majority of the Directors attending the meeting. In the
event of a tie, the Chairman or Acting Chairman will have the

casting vote.
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14.6. The Audit and Compliance Committee may seek exter-
nal advice, when it deems necessary for the performance of
its duties as well as summon any employee or officer of the

Company.

14.7. The Secretary of the Committee shall be that of the
Board of Directors. The Secretary will draft the minutes of the
resolutions passed at Committee meetings and the Board will

be informed of these resolutions.

14.8. The main task of the Committee is to promote good
corporate governance and ensure the transparency of all ac-
tions of the Company in the economic and financial area and
external and compliance audits and internal audits, and in

any event it will be entrusted with the following functions:

A) Report any matters proposed by shareholders on matters
of its competence to the General Shareholders’ Meeting.

B) Propose the auditors or audit firms to the Board of Di-
rectors who will refer this issue to the General Shareholders’

Meeting, pursuant to article 58 of the Company's Bylaws.

C) Supervise the efficiency of the Company’s Internal Control
System and risk management systems, as well as discuss with
the auditors or auditing firms the significant weaknesses of

the internal control system detected in performing the audit.

D) Supervise the process for preparation and presentation of

regulated financial reporting.

E) Supervise the internal auditing services, which includes,

inter alia, the following duties:

1. Strive for the independence and efficiency of the inter-
nal auditing function; propose the selection, appointment,
re-election and removal of the person responsible for the in-
ternal auditing service; propose the budget for such service;
receive periodic information on its activities; and verify that
senior management takes into consideration the conclusions

and recommendations of its reports.

2. Establish and supervise a mechanism that allows employ-
ees to communicate confidentially and, if deemed appropri-

ate, anonymously, any potentially important irregularities,
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especially financial or accounting ones, observed from within
the Company.

F) Liaise with the auditors or audit firms and, in particular:

1. Bring before the Board the proposals relating to selection,
appointment, reelection and substitution of the auditor, as

well as the conditions for contracting same.

2. Regularly receive from the auditor information on the au-
dit plan and the results of the execution thereof, and verify

that senior management bears in mind its recommendations.

3. Ensure the independence of the auditor, and, for such

purpose:

i) The Auditand Compliance Committee shall receive annual-
ly from the auditors or auditing companies written confirma-
tion of their independence vis-a-vis the Company and/or en-
tities directly or indirectly related to the Company, as well as
information on the additional services of any type rendered.

ii) The Auditand Compliance Committee shall issue annually,
prior to the issuance of the auditors’ report, a report which
will express an opinion on the independence of the auditors
or auditing companies. This report must in any case pro-
nounce on the provision of the additional services referred to

in the above section.

iii) Thatthe Company report as a material fact to the Spanish
Securities Market Commission (Comisién Nacional del Merca-
do de Valores; CNMV) the change of auditor and accompa-
ny a declaration on the eventual existence of disagreements

with the outgoing auditor and, if any, the content thereof.

iv) That it be ensured that the Company and the auditor re-
spect rules in force on the provision of non-auditing services,
limits on the concentration of the auditor’s business and, in
general, further rules established in order to ensure the inde-

pendence of the auditors;

v) That in case of resignation of the auditor, it examine the

circumstances motivating same.
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4. In the case of groups, the Committee should urge the
group auditor to take on the auditing of all component

companies.

G) Report on proposals for amending the Company’s Code
of Ethics.

These duties will be deemed to be without limitation and
without prejudice to such other duties as may be entrusted

to the Committee by the Board of Directors.

14.9. The person responsible for internal auditing shall pres-
ent to the Audit and Compliance Committee its annual work
plan; it shall report directly on any incidents which occur in
development thereof; and it shall present at the end of each

fiscal year an activities report.

14.10. The Audit and Compliance Committee shall report to
the Board, prior to the adoption by the latter of the pertinent

decisions, on the following matters:

A) The financial information that all listed companies must
periodically disclose. The Committee should ensure that in-
terim statements are drawn up under the same accounting
principles as the annual statements and, to this end, may ask

the external auditor to conduct a limited review.

B) The creation or acquisition of stakes in special purpose
vehicles or entities domiciled in countries or territories con-
sidered to be tax havens, as well as any other transactions or
operations of an analogous nature which, due to their com-

plexity, may discredit the transparency of the group.

C) Related-party transactions, in the terms regulated by the
Board of Directors.

C.2.5. Indicate, as appropriate, whether there are any
regulations governing the board committees. If so, in-
dicate where they can be consulted, and whether any

amendments have been made during the year. Also, in-
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dicate whether an annual report on the activities of each
committee has been prepared voluntarily.
and Remuneration

Committee name: Appointments

Committee

Brief description: The Appointments and Compensation
Committee is regulated by the Bylaws and the Board of Direc-
tors’ Regulations. These regulations can be consulted on the

Company's website www.endesa.com.

The Appointments and Remuneration Committee prepares

an annual report on Directors’ remuneration.

Committee name: Executive or Delegate Committee.

Brief description: The Executive Committee is regulated by
the Bylaws and the Board of Directors’ Regulations. On 10
May 2010 article 13 of the Board of Directors’ Regulations
concerning the Executive Committee was partially amended.
These regulations can be consulted on the Company’s web-

site www.endesa.com.

Committee name: Audit and Compliance Committee

Brief description: The Audit and Compliance Committee is
regulated by the Bylaws and the Board of Directors’ Regula-
tions. These regulations can be consulted on the Company's

website www.endesa.com.

The Audit and Compliance Committee issues an annual re-
port on its activities and a report on the independence of the

external auditor.

C.2.6. Indicate whether the composition of the executive
committee reflects the participation within the board of
the different types of directors.

Yes
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D. Related-Party and Intragroup Transactions

D.1. Identify the competent body and explain, if applica-
ble, the procedures for approving related-party or intra-

group transactions.
Competent body
Board of Directors
Procedures

The Audit and Compliance Committee examines all relat-

ed-party transactions, except for the following:

* routine transactions, which refers to those transactions that,
due to their purpose or their nature, fall within the main activ-
ities of Endesa, S.A. and the companies it directly or indirectly
controls, and do not entail specific critical aspects in terms of
their characteristics, risks in respect of the other party, or timing.

* those related-party transactions that meet all of the follow-

ing conditions:

— They are governed by standard form contracts applied

on an across-the-board basis to a large number of clients;

— They go through at market prices, generally set by the

person supplying the goods or services;

— Theiramount is no more than 1% of the Company’s an-

nual revenues.

The Audit and Compliance Committee is entrusted with au-
thorising transactions up to a threshold of Euros 25 million.
For transactions in excess of that amount, the Audit and Com-
pliance Committee issues a report thereon to the Board of
Directors. The Chairman of the Audit and Compliance Com-
mittee submits to the Board of Directors, for its consideration,
all related-party transactions that come before the Audit and

Compliance Committee.

Explain if the authority to approve related-party trans-

actions has been delegated to another body or person.

D.2. List any relevant transactions, by virtue of their
amount or importance, between the company or its
group of companies and the company’s significant
shareholders.

Amount
Name or corporate name of Name or corporate name of the company oritsgroup ~ Nature of the (Thousands of
significant shareholder company relationship Type of transaction Euros)
ENEL, S.p.A. ENDESA, S.A. Contractual Financial expenses 30,489
ENEL, S.p.A. ENDESA, S.A. Contractual Financial expenses 57
ENEL, S.p.A. ENDESA FINANCIACION FILIALES, S.A. Contractual Financial expenses 1,827
ENEL ENERGY EUROPE, S.r.l. ENDESA FINANCIACION FILIALES, S.A. Contractual Financial expenses 92
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Financial expenses 5,260
ENEL ENERGY EUROPE, S.r.l. ENERSIS, S.A. Contractual Financial expenses 6
ENEL ENERGY EUROPE, S.r.l. CODENSA, S.A.E.S.P. Contractual Financial expenses 2
ENEL, S.p.A. EMPRESA NACIONAL DE ELECTRICIDAD, S.A. (CHILE) Contractual Financial expenses 35
ENEL ENERGY EUROPE, S.r.l. EMGESA, S.A. E.S.P. Contractual Financial expenses 2
ENDESA ECO, merged with COMPANIA ELECTRICA . ’
ENEL, S.p.A. TARAPACA, SA. Contractual Financial expenses 1
ENEL ENERGY EUROPE, S.r.l. INMOBILIARIA MANSO DE VELASCO LIMITADA Contractual Financial expenses 1
Management or partnership
ENEL, S.p.A. ENDESA, S.A. Contractual agreements 5
Management or partnership
ENEL, S.p.A. BOLONIA REAL ESTATE, S.L. Contractual agreements 10
Management or partnership
ENEL, S.p.A. ENEL INSURANCE N.V. Contractual agreements 105
ENEL, S.p.A. ENEL INSURANCE N.V. Contractual ~ Management or partnership 310
agreements
ENEL S.p.A. ENDESA ENERGIA, S.A. Contractual ~ Management or partnership 4,760
agreements
ENEL, S.p.A. ENDESA ENERGIA XXI, S.L. Contractual ~ Management or partnership 10
agreements
ENEL, S.p.A. ENDESA OPERACIONES Y SERVICIOS COMERCIALES, SL. Contractual ~ ianagementor partnership 85
agreements
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Name or corporate name of

Name or corporate name of the company or its group Nature of the

Amount
(Thousands of

significant shareholder company relationship Type of transaction Euros)
ENEL, S.p.A. ENDESA SERVICIOS, S.L. Contractual gﬂgargggmee”r:tesm or partnership 81
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual gﬂgargggmee”r:tesm or partnership 4,020
ENEL, S.p.A. CARBOEX, S.A. Contractual g/lgargggmeenr:gnt or partnership 141
ENEL, S.p.A. EMPRESA CARBON{FERA DEL SUR, S.A. Contractual g/lgargggmeenr:;nt or partnership 280
ENEL, S.p.A. UNION ELECTRICA DE CANARIAS GENERACION, S.A.  Contractual 2”;22%2"32” or partnership 2,080
ENEL, S.p.A. GAS Y ELECTRICIDAD GENERACION, S.A. Contractual gﬂgarzggmee”gfsm or partnership 923
ENEL, S.p.A. ENERGIAS DE ARAGON I, S.L. Contractual gﬂgarzggmee”;fsm or partnership 40
ENEL, S.p.A. ENDESA GENERACION PORTUGAL, S.A. Contractual gﬂgarzggfe”;fsm or partnership 227
ENEL, S.p.A. E;{SJSE,L,JAI_DORA ELECTRICA DEL PUERTO DE LA Contractual El;garzggqeenr:tesnt or partnership 30
ENEL, S.p.A. ENDESA RED, S.A. Contractual gﬂgizg%eem‘fsm or partnership 41
ENEL, S.p.A. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual gﬂgizggfer:]‘fsm or partnership 15,020
ENEL, S.p.A. ENDESA INGENIERIA, S.L. Contractual 2”;22?“6!22“ or partnership 130
ENEL, S.p.A. ENDESA GAS, S.A. Contractual 2”;22%2?2“ or partnership 5
ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual Leases 20
ENEL ENERGY EUROPE, S.r.l. CENTRAIS ELETRICAS CACHOEIRA DOURADA, S.A. Contractual Leases 7
ENEL ENERGY EUROPE, S.r.l. AMPLA ENERGIA E SERVICOS, S.A. Contractual Leases 561
ENEL ENERGY EUROPE, S.r.l. CENTRAL GERADORA TERMELETRICA FORTALEZA, S.A.  Contractual Leases 16
ENEL ENERGY EUROPE, S.r.l. COMPANHIA ENERGETICA DO CEARA, S.A. Contractual Leases 515
ENEL ENERGY EUROPE, S.r.l. COMPANIA DE INTERCONEXION ENERGETICA, S.A. Contractual Leases 9
ENEL ENERGY EUROPE, S.r.l. ENDESA, S.A. Contractual Services received 29,092
ENEL, S.p.A. ENDESA, S.A. Contractual Services received 128
ENEL, S.p.A. ENDESA, S.A. Contractual Services received 1,328
ENEL, S.p.A. ENDESA, S.A. Contractual Services received 580
ENEL, S.p.A. ENDESA, S.A. Contractual Services received 1,077
ENEL, S.p.A. ENDESA, S.A. Contractual Services received 194
ENEL ENERGY EUROPE, S.r.l. ENDESA ENERGIA, S.A. Contractual Services received 31,560
ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual Services received 660
ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual Services received 10
ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual Services received 130
ENEL ENERGY EUROPE, S.r.l. ENDESA OPERACIONES Y SERVICIOS COMERCIALES, S.L.  Contractual Services received 10,999
ENEL, S.p.A. ENDESA OPERACIONES Y SERVICIOS COMERCIALES, S.L.  Contractual Services received 12
ENEL, S.p.A. ENDESA OPERACIONES Y SERVICIOS COMERCIALES, S.L..  Contractual Services received 110
ENEL, S.p.A. ENDESA OPERACIONES Y SERVICIOS COMERCIALES, S.L.  Contractual Services received 70
ENEL, S.p.A. ENDESA OPERACIONES Y SERVICIOS COMERCIALES, S.L.  Contractual Services received 129
ENEL ENERGY EUROPE, S.r.l. ENDESA SERVICIOS, S.L. Contractual Services received 2,781
ENEL ENERGY EUROPE, S.r.l. ENDESA GENERACION, S.A. Contractual Services received 14,340
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Services received 3,290
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Services received 300
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Services received 60
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Services received 110
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Services received 840
ENEL ENERGY EUROPE, S.r.l. ASOCIACION NUCLEAR ASCO-VANDELLOS II, A.LE. Contractual Services received 162
ENEL ENERGY EUROPE, S.r.l. CARBOEX, S.A. Contractual Services received 447
ENEL ENERGY EUROPE, S.r.l. EMPRESA CARBONIFERA DEL SUR, S.A. Contractual Services received 431
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Name or corporate name of

Name or corporate name of the company or its group

Nature of the

Amount
(Thousands of

significant shareholder company relationship Type of transaction Euros)
ENEL ENERGY EUROPE, S.r.l. UNION ELECTRICA DE CANARIAS GENERACION, S.A. Contractual Services received 2,870
ENEL, S.p.A. UNION ELECTRICA DE CANARIAS GENERACION, S.A. Contractual Services received 10
ENEL ENERGY EUROPE, S.r.l. GAS Y ELECTRICIDAD GENERACION, S.A. Contractual Services received 1,146
ENEL ENERGY EUROPE, S.r.l. ELECGAS, S.A. Contractual Services received 5
ENEL ENERGY EUROPE, S.r.l. ENDESA RED, S.A. Contractual Services received 1,000
ENEL, S.p.A. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual Services received 3,000
ENEL ENERGY EUROPE, S.r.l. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual Services received 61,420
ENEL, S.p.A. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual Services received 680
ENEL, S.p.A. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual Services received 60
ENEL, S.p.A. INTERNATIONAL ENDESA B.V. Contractual Services received 180
ENEL ENERGY EUROPE, S.r.l. ENDESA LATINOAMERICA, S.A. Contractual Services received 500
ENEL, S.p.A. ENDESA LATINOAMERICA, S.A. Contractual Services received 170
ENEL ENERGY EUROPE, S.r.l. ENERSIS, S.A. Contractual Services received 102
ENEL ENERGY EUROPE, S.r.l. EMPRESA DISTRIBUIDORA SUR, S.A. Contractual Services received 20
ENEL ENERGY EUROPE, S.r.l. CODENSA, S.A.ES.P. Contractual Services received 253
ENEL, S.p.A. CODENSA, S.A.ES.P. Contractual Services received 95
ENEL ENERGY EUROPE, S.r.l. EMPRESA DE ENERGIA DE CUNDINAMARCA, S.A.ES.P.  Contractual Services received 17
ENEL, S.p.A. ENDESA BRASIL, S.A. Contractual Services received 624
ENEL ENERGY EUROPE, S.r.l. CHILECTRA, S.A. Contractual Services received 715
ENEL, S.p.A. CHILECTRA, S.A. Contractual Services received 227
ENEL, S.p.A. EMPRESA NACIONAL DE ELECTRICIDAD, S.A. (CHILE) Contractual Services received 68
ENEL ENERGY EUROPE, S.r.l. EMPRESA NACIONAL DE ELECTRICIDAD, S.A. (CHILE) Contractual Services received 431
ENEL, S.p.A. EMPRESA NACIONAL DE ELECTRICIDAD, S.A. (CHILE) Contractual Services received 501
ENEL ENERGY EUROPE, S.r.l. EMGESA, S.A.ES.P. Contractual Services received 63
ENEL, S.p.A. EMGESA, S.A. E.S.P. Contractual Services received 371
ENEL ENERGY EUROPE, S.r.l. ENDESA COSTANERA, S.A. Contractual Services received 33
ENEL ENERGY EUROPE, S.r.l. HIDROELECTRICA EL CHOCON, S.A. Contractual Services received 13
ENEL ENERGY EUROPE, S.r.l. EDEGEL, S.AA. Contractual Services received 62
ENEL ENERGY EUROPE, S.r.l. INMOBILIARIA MANSO DE VELASCO LIMITADA Contractual Services received 4
ENEL ENERGY EUROPE, S.r.l. ICT SERVICIOS INFORMATICOS LIMITADA Contractual Services received 3
ENEL ENERGY EUROPE, S.r.l. E’XTESA DE DISTRIBUCION ELECTRICA LIMA NORTE, Contractual Services received 188
ENEL ENERGY EUROPE, S.r.l. ENDESA CEMSA, S.A. Contractual Services received
ENEL ENERGY EUROPE, S.r.l. EMPRESA ELECTRICA DE PIURA, S.A. Contractual Services received 14
ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual  Purchase of finished goods and 67,230
work in progress
ENEL, S.p.A. ENDESA ENERGIA XX, S.L. Contractual  Purchase of finished goods and 670
work in progress
ENEL, S.p.A. ENDESA ENERGIA XX, S.L. Contractual  Purchase of finished goods and 1,160
work in progress
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual  Purchase of finished goods and 280
work in progress
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual  Purchase of finished goods and 48,654
work in progress
ENEL, S.p.A. CARBOEX, S.A. Contractual  Purchase of finished goods and 5,600
work in progress
ENEL, S.p.A. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual  Purchase of finished goods and 46,280
work in progress
ENEL, S.p.A. EMPRESA NACIONAL DE ELECTRICIDAD, SA. (CHILE)  Contractual  Furchase of finished goods and 9,294
work in progress
ENEL, S.p.A. EMPRESA NACIONAL DE ELECTRICIDAD, SA. (CHILE)  Contractual  Furchase of finished goods and 64
work in progress
ENEL, S.p.A. EMPRESA ELECTRICA PEHUENCHE, S.A. Contractual ~ "urchase of finished goods and 2
work in progress
ENEL, S.p.A. EMPRESA ELECTRICA PEHUENCHE, S.A. Contractual  Purchase of finished goods and 35
work in progress
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Name or corporate name of

Name or corporate name of the company or its group Nature of the

Amount
(Thousands of

significant shareholder company relationship Type of transaction Euros)
ENEL, S.p.A. EMPRESA NACIONAL DE ELECTRICIDAD, S.A. (CHILE)  Contractual ;j‘c:fflarf‘;ggﬂr';;he" goods and 1,744
ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual éci’ss;gz;r;fggfgfsgnmon or 70
ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual Other expenses 10
ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual Other expenses 100
ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual Other expenses 140
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Other expenses 780
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Other expenses 184,270
ENEL, S.p.A. ENDESA CARBONO, S.L. (liquidated in December 2013)  Contractual Other expenses 10
ENEL, S.p.A. ENDESA INGENIERIA, S.L. Contractual Other expenses 40
ENEL, S.p.A. ENDESA INGENIERIA, S.L. Contractual Other expenses 220
ENEL ENERGY EUROPE, S.r.l. CODENSA, S.A.ES.P. Contractual Other expenses 28
ENEL ENERGY EUROPE, S.r.l. ENDESA BRASIL, S.A. Contractual Other expenses 10
ENEL, S.p.A. ENDESA, S.A. Contractual Finance income 8
ENEL, S.p.A. ENDESA, S.A. Contractual Finance income 34
ENEL ENERGY EUROPE, S.r.l. ENDESA FINANCIACION FILIALES, S.A. Contractual Finance income 1,560
ENEL ENERGY EUROPE, S.r.l. ENERSIS, S.A. Contractual Finance income 4
ENEL ENERGY EUROPE, S.r.l. CODENSA, S.A. ES.P. Contractual Finance income 7
ENEL ENERGY EUROPE, S.r.l. CHILECTRA, S.A. Contractual Finance income 100
ENEL ENERGY EUROPE, S.r.l. EMPRESA NACIONAL DE ELECTRICIDAD, S.A. (CHILE) Contractual Finance income 21
ENEL ENERGY EUROPE, S.r.l. EMGESA, S.A. ES.P. Contractual Finance income 2
ENEL, S.p.A. ENDESA, S.A. Contractual gﬂgargggnee”;tesm or partnership 31
ENEL ENERGY EUROPE, S.r.. ENDESA, S.A. Contractual gﬂgarzgfnee”;fsm or partnership 5,661
ENEL, S.p.A. ENDESA, S.A. Contractual gﬂge‘rzgfneergfsm or partnership 133
ENEL, S.p.A. ENDESA, S.A. Contractual gﬂgarzzfneergfsm or partnership 136
ENEL, S.p.A. ENDESA, S.A. Contractual gﬂgarzgf’nee”;fsm or partnership 66
ENEL, S.p.A. ENDESA, S.A. Contractual gﬂgarzgf’nee”;fsm or partnership 6,725
ENEL, S.p.A. ENDESA, S.A. Contractual g"garg:?nee“;tesm or partnership 183
ENEL, S.p.A. ENDESA, S.A. Contractual g/'ging’nee“;tesm or partnership 258
ENEL, S.p.A. ENDESA, S.A. Contractual gﬂgingnee“;tesm or partnership 340
ENEL, S.p.A. ENDESA, S.A. Contractual gﬂging’neergfsm or partnership 783
ENEL ENERGY EUROPE, S.r.l. ENDESA SERVICIOS, S.L. Contractual Leases 4,819
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Leases 2,500
ENEL, S.p.A. ENDESA SERVICIOS, S.L. Contractual Leases 919
ENEL, S.p.A. ENDESA, S.A. Contractual Services rendered 232
ENEL ENERGY EUROPE, S.r.l. BOLONIA REAL ESTATE, S.L. Contractual Services rendered 30
ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual Services rendered 90
ENEL ENERGY EUROPE, S.r.l. ENDESA SERVICIOS, S.L. Contractual Services rendered 4
ENEL, S.p.A. ENDESA SERVICIOS, S.L. Contractual Services rendered 20
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Services rendered 160
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Services rendered 360
ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Services rendered 110
ENEL, S.p.A. ENDESA RED, S.A. Contractual Services rendered 147
ENEL, S.p.A. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual Services rendered 610
ENEL ENERGY EUROPE, S.r.l. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual Services rendered 1,430
ENEL, S.p.A. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual Services rendered 300

2013 ANNUAL CORPORATE GOVERNANCE REPORT

D. RELATED-PARTY AND INTRAGROUP TRANSACTIONS

27



Name or corporate name of

Name or corporate name of the company or its group

Nature of the

Amount
(Thousands of

significant shareholder company relationship Type of transaction Euros)

ENEL, S.p.A. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual Services rendered 50

ENEL, S.p.A. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual Services rendered 170

ENEL, S.p.A. ENDESA LATINOAMERICA, S.A. Contractual Services rendered 500

ENEL, S.p.A. ENERSIS, S.A. Contractual Services rendered 49

ENEL, S.p.A. CHILECTRA, S.A. Contractual Services rendered 2

ENEL, S.p.A. CHILECTRA, S.A. Contractual Services rendered 3

ENEL, S.p.A. ENDESA ENERGIA, S.A. Contractual >3l of finished goods and work 12,600
in progress

ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual  >ale of finished goods and work 17,010
in progress

ENEL, S.p.A. ENDESA INGENIERIA, S.L. Contractual >3l of finished goods and work 360
in progress

ENEL ENERGY EUROPE, S.r.. ENDESA INGENIERIA, S.L. Contractual 22l of finished goods and work 30
in progress

ENEL, S.p.A. EMPRESA NACIONAL DE ELECTRICIDAD, S.A. (CHILE)  Contractual f:':rg;lr;‘;heo' goods and work 411

ENEL, S.p.A. EMPRESA NACIONAL DE ELECTRICIDAD, S.A. (CHILE)  Contractual f:frg;lr;‘;hed goods and work 11

ENEL, S.p.A. EMPRESA ELECTRICA PEHUENCHE, S.A. Contractual  >al€ of finished goods and work 130
in progress

ENEL, S.p.A. EMPRESA ELECTRICA PEHUENCHE, S.A. Contractual  >2l€ of finished goods and work 332
in progress

ENEL, S.p.A. ENDESA, S.A. Contractual Other income 5

ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual Other income 29,400

ENEL, S.p.A. ENDESA GENERACION, S.A. Contractual  Other income 109,680

ENDESA ECO, merged with COMPARIA ELECTRICA .

ENEL, S.p.A. TARAPACA. SA. Contractual Other income 359
Purchase of property, plantand

ENEL ENERGY EUROPE, S.r.. ENDESA, S.A. Contractual et tangible or other assets 28,621

ENEL ENERGY EUROPE, S.r.. BOLONIA REAL ESTATE, S.L. Contractual  Furchase of property, plant and 440
equipment, intangible or other assets

ENEL ENERGY EUROPE, S.r.. ENDESA ENERGIA, S.A. Contractual  Furchase of property, plant and 27,340
equipment, intangible or other assets

ENEL ENERGY EUROPE, S.r.. ENDESA GENERACION, S.A. Contractual  Furchase of property, plant and 2,830
equipment, intangible or other assets

ENEL ENERGY EUROPE, S.r.. UNION ELECTRICA DE CANARIAS GENERACION, SA.  Contractual  Fdrchase of property, plant and 150
equipment, intangible or other assets

ENEL ENERGY EUROPE, S.r.. GAS Y ELECTRICIDAD GENERACION, S.A. Contractual  Furchase of property, plantand 16
equipment, intangible or other assets

ENEL, S.p.A. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual  Purchase of property, plantand 640
equipment, intangible or other assets

ENEL ENERGY EUROPE, S.r.. ENDESA DISTRIBUCION ELECTRICA, S.L. Contractual  Purchase of property, plantand 16,020
equipment, intangible or other assets

ENEL ENERGY EUROPE, S.r.. ENDESA FINANCIACION FILIALES, S.A. Contractual  Financing agreements: loans and 1,000,000
capital contributions (lender)

ENEL, S.p.A. ENDESA LATINOAMERICA, S.A. Contractual ~ Management or partnership 8,620

agreements

D.3. List any relevant transactions, by virtue of their
amount orimportance, between the company or its group

of companies and the company’s managers or directors.

Name or

corporate name  Name or Nature Amount

of director or corporate name  Relation- of the (Thousands
senior manger of related party  ship transaction  of Euros)
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D.4. List any relevant transactions undertaken by the
company with other companies in its group that are not
eliminated in the process of drawing up the consolidat-
ed financial statements and whose subject matter and
terms set them apart from the company’s ordinary trad-

ing activities.
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In any case, list any intragroup transactions carried out
with entities in countries or territories considered to be

tax havens.

Amount
(Thousands of Euros)

Corporate name of the
group company

Brief description of the
transaction

D.5. Indicate the amount from related-party transactions.

D.6. List the mechanisms established to detect, deter-
mine and resolve any possible conflicts of interest be-
tween the company and/or its group, and its directors,

management or significant shareholders.

Pursuant to article 29 of the Board of Directors’ Regulations,
Directors may not use the Company’s name or rely on their
status as Directors of the Company to engage in transactions
for their own account or for that of persons related to them.

Likewise, no Director may, for his or her own account or for
that of persons related thereto, make an investment or en-
gage in any transaction relating to the Company’s assets
that has come to his or her attention by reason of their of-
fice, where that investment or transaction would have been
offered to the Company or the Company would have been
interested in it, provided that the Company has not rejected
the investment or transaction without the influence of the
Director.

Therefore, Directors must disclose to the Board of Directors
any direct or indirect conflict of interest between them and
the Company. In the event of a conflict of interest, the rele-
vant Director will refrain from involvement in any agreements
or decisions relating to any transaction to which the conflict
of interest relates and, in any event, information on any con-
flicts of interest affecting the Directors of the Company will be

reported according to the law in force.

The Directors must disclose any direct or indirect interest held
by them or their related parties in the capital of a compa-
ny engaging in an activity of a type identical, analogous or
complementary to that constituting the corporate purpose,
as well as any offices held or functions performed by them
at such company, in each case, according to the law in force.
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Furthermore, the Director must report the carrying out of ac-
tivities as independent contractors or salaried employees, at
companies having the same, analogous or complementary
activity as the one forming the corporate purpose. Said infor-
mation shall be disclosed in the annual report in accordance

with current law in force.

For the purposes of this article, the following will be deemed

to be persons related to Directors:

A) The spouse or spousal-equivalent of a Director.

B) The ascendants, descendants and siblings of a Director or

of the spouse of a Director.

C) The spouses of the ascendants, descendants and siblings
of a Director.

D) Companiesin which a Director is, him or herself or through
an interposed person, in any of the positions provided for in

article 42 of the Spanish Commercial Code.

Where a Director is a legal entity, the following will be

deemed to be related persons:

A) Partners who are, with respect to a legal entity Director,
subject to any of the situations of control contemplated by

law.

B) De facto or de jure Directors, liquidators and attor-
neys-in-fact holding general powers of attorney from the

Director.

C) Companies forming part of the same group, and their
shareholders.

D) Persons who, with respect to the representative of the Di-
rector, are deemed to be persons related to Directors in con-

formity with the provisions of the preceding paragraph.

Article 26 of the same Regulations establishes the Directors’
responsibilities, as it is the duty of all Directors to contribute
to the role of the Board to promote and oversee the man-
agement of the Company. In performing their functions, they
will act faithfully in the corporate interest, and with loyalty

and due care. Their conduct must be guided solely by the
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corporate interest, interpreted with full independence, and
they will ensure at all the times that the interests of the share-
holders as a whole, from whom their authority originates
and to whom they are accountable, are best defended and
protected.

They are under particular obligation to comply with point C):

Disclose transactions by family members and by companies
related, by ownership, to the Director if such transactions are

material to the management of the Company.

The Employees’ Code of Conduct also deals with conflicts of

interest, stating that:

Persons subject to these regulations must inform the General
Secretary of any potential conflicts of interest that may arise
in connection with the ownership of personal or family prop-
erty or with any cause that interferes with the pursuit of the

activities subject to these regulations.

Should the parties to whom the Charter applies have any
doubts about whether a conflict of interest exists, they should
consult the General Secretary, who will resolve their doubts

in writing. The General Secretary may pass this matter onto
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the Audit and Compliance Committee in potentially serious

or difficult cases.

If the affected party is a member of the Audit and Compliance
Committee or the Chief Executive Officer, the Committee it-
self shall resolve this issue. If the affected party is the General
Secretary, the Chief Executive Officer must be informed of a
potential conflict of interest so that the latter may rule on its
existence, or, if appropriate, refer the matter to the Audit and

Compliance Committee.
D.7. Is more than one group company listed in Spain?

No
Identify the listed subsidiaries in Spain.
Indicate whether they have provided detailed disclosure
on the type of activity they engage in, and any business
dealings between them, as well as between the subsidi-
ary and other group companies.
Indicate the mechanisms in place to resolve possible con-

flicts of interest between the listed subsidiary and other

group companies.
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E. Risk Control and Management Systems

E.1. Describe the risk management system in place at the

company.

Risk management involves guiding and directing strategic,
organisational and operating activities to enable manage-
ment to maximise Company profit, maintain or increase its
equity above certain levels and prevent future events from
undermining the Company's profit targets. Risk management
is part of corporate governance and is promoted by the Com-
pany's senior executives. To be effective, risk management
must consider risk to be one more aspect of operating plans.
Factors that might affect achievement of business objectives
must be identified and analysed, and their consequences
quantified to determine which actions need to be taken to
help ensure that targets will be achieved. The main princi-
ples defined by Endesa for its risk management policy are as
follows:

1. Global risk strategies addressing tactical and operational
issues are established and developed to provide guidance
in defining and deploying the various types and levels of
risk within the Company, consistently with its business

objectives.

2. A Risk Committee is set up in each country, and is respon-
sible for defining, approving and updating the basic prin-
ciples on which risk-related initiatives are based.

3. The Risk Committees are also responsible for approving
the risk policies and strategy, which form the framework

guiding the corporate departments and businesses.

4. Any action involving higher levels of potential risk than
those established by the Risk Committees must be ap-
proved by the committee.

5. In addition to the aforementioned bodies, risk govern-
ance is carried out through risk control and risk manage-
ment functions, which are independent from each other.

Endesa’s risk control system, in which global risk is defined as
the risk resulting from consolidation of all risks to which it is
exposed, taking into account the mitigating effects between
the various risk exposures and risk categories, enables the risk
exposure of the Company’s business areas and units to be

consolidated and measured, and the corresponding manage-
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ment information to be drawn up for decision-making on risk

and appropriate use of capital.

The risk management and control model is based partly on
the ongoing study of the risk profile, current best practices in
the electricity sector or benchmark practices in risk manage-
ment, criteria for standardising measurements and the sep-
aration of risk managers and risk controllers. It is also based
on ensuring that the risk assumed is proportional to the re-
sources required to operate the businesses, optimising their

risk-return ratio.

Risk management and control is the set of activities involved
in identifying, measuring, controlling and managing the var-
ious risks incurred by the Company and its businesses. Its aim

is to adequately control and manage those risks.

e |dentification. The purpose of identifying risks is to main-
tain a prioritised and updated repository of all the risks
assumed by the corporation through coordinated and effi-
cient participation at all levels of the Company. This process
is based on the following tasks:

— Continuously identify new risks/opportunities of

relevance.

— Include and periodically update the features and de-
scriptions of identified risks.

— Carryouta preliminary assessment of the risks identified.

— Prioritise risks by relative importance according to the
established classification criteria.

— Integrate the information gathered into the Endesa
Group Risk Map included in the corporate reporting
scheme.

e Measurement. The purpose of measuring parameters that
allow risks to be aggregated and compared is to quantify
overall exposure to risk, including all of the Group's posi-
tions. The following metrics may be applied, depending on
the type of decision to be made: Value at Risk, EBITDA at
Risk, and Margin at Risk. To achieve this objective, the fol-

lowing steps are taken:
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— Timely collection of unique, consistent and reliable in-
formation on risk positions and factors.

— Consistent modelling of risk positions and factors.

— Compilation of metrics encompassing all Endesa Group
risks.

— Compilation of supplementary metrics to understand
the risk structure assumed.

— Inclusion of metrics information in the corporate risk
reporting scheme.

Control. The purpose of risk control is to guarantee that the
risks assumed by Endesa are appropriate. To achieve this
objective, the following steps are taken:

— Definition of quantitative references (limits) that reflect
Endesa’s strategy and its risk predisposition as defined
by senior management.

— Monitoring of set limits.

— lIdentification and consideration of possible breaches of
limits.

— Establishment of actions, processes and information
flows needed to allow for periodic review of limits in or-
der to take advantage of specific opportunities arising
from each activity.

* Management. The purpose of risk managementis to imple-
ment actions aimed at adjusting the risk levels at each level

of the Company to the set risk tolerance and predisposition.

E.2. Identify the bodies responsible for preparing and
implementing the risk management system.

Country-level Risk Committees

Objectives:

e Ensure that senior management participates in strategic

risk management and control decisions.
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* Ensure coordination between the risk management unit of
each country and the business lines operating units.
* Provide an integrated vision of risk by business areas in

each country.

Duties:

* Approve risk management policies at country level.

* Remain apprised of the risk limits approved by the Group's
Risk Committees.

e Propose risk management strategies for “extraordinary”
(non-recurring) transactions.

* Analyse risk exposure and management for each business area.

Composition:

o Administration, Finance and Control
e Compliance and Environment

* Audit

° Energy Efficiency

e Distribution

e Generation

* Risk Management

* Energy Management

e Supply

Country-level Financial Risk Committees

Obijectives:

e Coordinate between risk management units and financial
units

e Support the Risk Committee in analysing financial risks

Activities:

e Analysis of financial risks

» Ex-ante analysis of relevant transactions

e Evaluation of new types of instruments

Composition:

e AFC (Financial and Economic Area)

e Country-level Risk Management

* Finance - Holding
* Holding Risk Management
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Country-level Credit and Counterparty Risk Committees

Obijectives:

» Coordinate between risk management units and business
units

* Support the Risk Committee in analysing credit and coun-
terparty risks

Activities:

* Analysis of credit and counterparty risks

* Promote exchange of credit-related perspectives
Composition:
* Supply risks-Large clients

e Supply risks-Public

* Energy management risks

Financial risks

e Country-level risk management

Credit Holding Risk Management

E.3. Indicate the main risks which may prevent the com-

pany from achieving its targets.

Endesa is exposed to the following risks when carrying out

its activities:

e Business risk: this type of risk includes:

— Legal risk, which is the uncertainty deriving from gov-
ernment or legal action in the application or interpreta-

tion of contracts, laws and regulations.

— Strategic and regulatory risk, connected to possible loss
of value or losses as a result of strategic uncertainties,
changes in the environment or market/competition,
and regulatory framework. This includes country risk,
the risk of restrictions on dividends and nationalisation,

either in full or through expropriation regulations.
e Market risk: risk of fluctuations in prices and other market

variables leading to changes in enterprise value or profits.

These risks are classified as:
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— Commodity risk, or risk of fluctuations in the prices of
raw materials of energy or fuel, in their respective quot-

ed currencies .

— Interest rate risk: the risk of fluctuations in interest rates,

loan spreads or inflation.

— Currency risk: the risk associated with foreign currency

exchange rates.

— Liquidity and financial risk: in relation with liabilities, the
risk of failing to complete transactions or meet obliga-
tions deriving from financial or operating activities due
to lack of funds or access to financial markets; in rela-
tion with assets, the risk of being unable to find a buyer
for assets at their market price at any given time, or the

absence of a market price.

— Equity risk: the risk of fluctuations in share prices or oth-

er share indices.

— Credit or counterparty risk: the risk of insolvency, receiv-
ership or bankruptcy or of possible default on payments
of quantifiable or monetary obligations, by counter-
parties to whom the Company has granted net cred-
it, for any reason, and which is pending settlement or

collection.

— Operational risk: the risk of incurring losses due to the
absence orinadequacy of procedures, human resources

or systems, or due to external events.

E.4. Identify if the company has a risk tolerance level.

Limits are defined and designed to ensure that the risk level
is in line with the targets assigned to the businesses. Limits
and thresholds are defined to ensure an effective risk man-

agement process.

Models and systems have been implemented to analyse,
measure and monitor risks. These models and systems pro-
vide information on risks and ensure that standard proce-

dures are applied throughout the Group.

Specific procedures are in place to manage risks within each

business lines. These procedures are used to analyse all rel-
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evant information to properly assess risk factors and any

changes in business conditions.

Risk measurement, monitoring and reporting focus on risk ex-
posure at Group level and in the business units, in accordance
with the limits and thresholds established.

The following activities are carried out in that respect:

e Local risks are assessed to ensure that risk factors derived
from new contracts or business initiatives are constantly
monitored.

e The market in each country and trends in each portfolio are
analysed to ensure consistency and the usefulness of risk

indicators.

¢ Information on exposure and coverage is analysed, in order

to create a preliminary estimate of risk indicators.

e All information regarding local exposure to risk is reviewed

and reported internally.

e Historical data is continuously monitored in order to gauge

models and to understand local markets.

* Appropriate measurement and monitoring of risk exposure
is ensured.
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E.5. Identify any risks which have occurred during the

year.

Risks occurring during the year: Endesa is constantly ex-
posed to regulatory, interest rate and exchange rate risk,

among others.

Circumstances responsible for this occurrence: These risks
remained within normal limits in proportion to the activity

carried out during the year.

Operation of control systems: The established control sys-

tems worked adequately.

E.6. Explain the response and monitoring plans for the

main risks the company is exposed to.

The risk limits system is based on a definition of limits and
thresholds.

If risk limits are exceeded, the Risk Unit analyses the situation
and may authorise the transaction. If the amount exceeds
a specified threshold, the pertinent committee will meet to
consider the matter.

The pertinent committee will take the final decision, either
authorising an exemption or a change to the limit, or order-
ing the settlement of the positions needed in order to remain
within the established limits.
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F. Internal Control Over Financial Reporting (ICFR)

Describe the mechanisms which comprise the internal
control over financial reporting (ICFR) risk control and

management system at the company.

Introduction

Disclosure requirements constitute an area of securities
market practice that has developed rapidly in recent
years. In particular, the rules governing financial report-
ing by listed companies have been successively refined,
while their technical complexity has grown exponentially.
To respond to these challenges, it is essential that internal
control systems evolve in tandem, so that they are capa-
ble of providing the market with reasonable assurance of
the reliability of the financial information that listed com-

panies report.

Stakeholders, meanwhile, are requiring companies to make
stronger commitments to protecting the interests of their
shareholders, customers, creditors, suppliers and of society
as a whole. One of the outcomes of these new demands is
the establishment by companies of specific measures to rein-
force confidence in the financial information, in the broadest

sense, they disclose publicly.

A cornerstone of this confidence is the creation of effective

internal control over financial reporting systems, which allow:

* The provision of reliable and high-quality financial informa-

tion by involving the entire organisation.

e The use of systemic and formal controls over financing re-
porting and the use of best practices to make these controls

stronger and more effective.

Against this backdrop, in 2010 the Internal Control Working
Group (hereinafter "ICWG") was set up at the proposal of the
Spanish National Securities Market Commission (hereinaf-
ter, the "CNMV”, for its acronym in Spanish) in order to draft

a set of recommendations on internal control over financial
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reporting (hereinafter "ICFR"). The work of the ICWG focused

on three basic goals:

() Reviewing the Spanish regulatory framework with regard

to internal control over financial reporting

(I1) Establishing a framework of ICFR principles and good
practice, including the monitoring of system operation,

and

(I11) Contributing to enhancing the transparency of the infor-
mation companies provide to the market regarding their
ICFR

Spanish legislation incorporates the internal control regula-
tions set out in EU Directive 2006/46/EC, which requires en-
tities to provide markets with a description of the main fea-
tures of their internal control and risk management systems

in respect of financial reporting.

Spain’s Sustainable Economy Act (Law 2/2011, of 4 March
2011) introduced a new article 61 bis to Spain’s Securities
Market Act (Law 24/1988, of 28 July 1988) which regulates
the minimum contents of the annual corporate governance
report, including the provision that these reports must hence-
forth include a description of the main features of internal
control and risk management systems with regard to statuto-

ry financial reporting.

This legal mandate has been implemented through CNMV
Circular 5/2013 of 12 June 2013 providing a model annual
corporate governance report for listed companies, fleshing
out the contents of the ICFR report required under the Secu-

rities Market Act.

Endesa forms an integral part of the European business group
Enel, which applies both the EU Directives and Italian legis-
lation (“Testo Unico della Finanza”, Consolidated Law on Fi-
nance), in order to achieve the highest efficiency and trans-

parency standards in its ICFR. To that end, Enel has designed
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a standardised ICFR procedure applicable to all group com-
panies, which complies with the legislation of each country in

which the group operates.

Endesa has been progressively adopting the Enel Group's
ICFR methodology, and in 2013 had fully implemented the
procedures in Spain and Portugal. Endesa is currently stand-
ardising the methodology in Latin America as well. Since
2005, Endesa, S.A. and its subsidiaries (hereinafter, “Endesa”)
have had an official ICFR model in place and have prepared
this report following the guidelines laid down in the afore-

mentioned CNMV Circular.

General overview of ICFR at Endesa, S.A.

Financial reporting is a critical communication function vis-
a-vis shareholders, investors, financial institutions and the
supervisory authorities, which is fed with information taken
from various sources. In fact, to a greater or lesser extent,
nearly all of Endesa’s organisational units supply information
of relevance to the financial reporting process. This is why
compliance with the information transparency and accura-
cy imperatives is the responsibility not only of the Group’s
Economic and Finance Department but also of all the units
comprising Endesa in their respective areas of expertise. This
shared liability is in fact one of the cornerstones of how ICFR

works at Endesa.

The Company’s ICFR system is predicated on two classes of

control:

() General controls (comprising elements such as an Audit
Committee, a Code of Ethics, an internal audit function, a

suitable organisational structure, etc.), and

() Controls in the various business areas over transactions

with a financial reporting impact.

Endesa’s ICFR model, defined, updated and monitored by
the internal control units in each country in which Endesa
operates and drawing from the support and coordination
of the Enel Group Holding Management area, currently

comprises 735 processes (83 in Spain and Portugal and
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652 in Latin America) that have a material impact on the
Group’s financial information. In 2013, these processes
were arranged in a documentation model in line with that
of the Enel Group for Spain and Portugal, while for pro-
cesses in Latin America, the documentation methodology
in place prior to Endesa’s integration in the Enel Group
was maintained. However, these processes are currently
being brought into line with the Enel Group's methodol-

ogy as well.

A total of 6,921 control activities exist for the aforemen-
tioned processes (1,988 in Spain and Portugal and 4,933 in
Latin America). In addition, there are 197 information tech-
nology general control (ITGC) activities corresponding to in-
formation systems and processes on a global scale. For each
of these control activities, the Group has pinpointed the party
responsible for their execution so as to guarantee all the re-
cords kept in preparing its financial information can be prop-

erly traced back to their source.

The documentation generated in relation to these units and
processes includes detailed descriptions of the transactions
relating to the financial reporting process from the initial re-
cording to the ultimate accounting entries and their subse-
quent disclosure, including their handling and certification
along the way. To this end, the documentation is prepared

with the following basic objectives in mind:

() Identification of the critical processes related directly and

indirectly to the generation of financial information

(I) Identification of the risks intrinsic to these processes
which could give rise to material financial reporting errors
(typically related to completeness, validity, recognition,

cut-off, measurement and presentation)

(I1) Identification and categorisation of the controls in place

to mitigate these risks

All of Endesa’s ICFR documentation is held in a corporate
computer application, shared with the Enel Group. The IT sys-

tem information is updated regularly in order to reflect any
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changes in transaction treatment or financial reporting con-

trols. Traceability is sufficient to support all kinds of checks.

These regular updates are intended to build upon the initial
effort to improve the quality of the existing processes and to
strengthen control over the financial information generation

mechanisms.

Twice a year, the Group's management evaluates its ICFR sys-
tem. During this exercise, each of the parties responsible for
the controls identified in the corporate ICFR support system
assesses the design and efficacy of these controls. The ICFR
model also includes an ongoing certification process carried
out by the ICFR Audit unit with a view to validating the evalu-

ation performed by those responsible for the controls.

Twice a year, based on the conclusions of the foregoing ICFR
evaluation process, Endesa management draws conclusions
on how well its ICFR model is working, establishing action
plans as required to address any shortcomings or areas for
improvement uncovered in the course of the evaluation

process.

The results of the half-yearly evaluation process are analysed
by the Group's Audit and Compliance Committee on behalf
of the Board of Directors, which is ultimately responsible for
ensuring the existence of an adequate and effective ICFR sys-

tem at the Group.

F.1. The entity’s control environment

Specify at least the following components with a de-

scription of their main characteristics:

F.1.1. The bodies and/or functions responsible for: (i) the
existence and regular updating of a suitable, effective
ICFR; (ii) its implementation; and (iii) its monitoring.

Board of Directors

The Board of Directors of Endesa is ultimately responsible for

the existence and regular updating of an adequate and ef-
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fective ICFR system. As stipulated in the Board of Directors’
Regulations, this duty has been delegated in the Audit and

Compliance Committee.

Audit and Compliance Committee

Article 14, section 8 of the Board of Directors’ Regulations
states that the main task of the Audit and Compliance Com-
mittee is to promote good corporate governance and ensure
the transparency of all Endesa’s actions in the economic and

financial, external and internet audit and compliance areas.

To this end, the committee is entrusted with supervising the
preparation and presentation of regulatory financial infor-
mation and monitoring the efficacy of Endesa’s ICFR systems
and risk management systems, as well as discussing with the
auditors or audit firms any significant weaknesses detected
in the internal control system during the course of the audit

work.

The committee also supervises the internal audit services,
ensuring the independence and efficacy of the internal audit
function; proposing the selection, appointment, reappoint-
ment and removal of the head of internal audit; receiving
regular report-backs on its activities; and verifying that senior
management are acting on the findings and recommenda-

tions of its reports.

Audit and Compliance Committee members are appointed in
light of their knowledge and experience of accounting, audit

or risk management.

Transparency Committee

In 2004, Endesa set up a Transparency Committee, made up
of senior executives and the Executive Management Com-
mittee (comprising the CEO and country heads for Spain
and Portugal and Latin America as well as the heads of
Strategy, Communication, Legal Counsel and the General
Secretariat, Human Resources and Business Organisation,
Economic and Finance, IT and Telecommunications, and
Procurements) along with other members of Endesa man-

agement who are directly involved in the preparation, cer-
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tification and disclosure of financial information, including
the head of Internal Audit. The Transparency Committee is

chaired by the CEO.

This Committee’s main purpose is to ensure compliance
with and the correct application of general financial re-
porting principles (confidentiality, transparency, consist-
ency and responsibility) by evaluating the events, transac-
tions, reports and other matters of relevance disclosed and
determining the manner and deadlines for making these

disclosures.

The duties of the Transparency Committee also include as-
sessing the findings submitted to it by Endesa’s Economic
and Finance Department, based on the report prepared by
the Internal Control over Financial Reporting (ICFR) corpo-
rate unit, with respect to compliance with and the effec-
tiveness of the ICFR system and the internal controls and
procedures concerning market disclosures, taking correc-
tive and/or preventative action and reporting to the Audit
and Compliance Committee of the Board of Directors in

this respect.

Economic and Finance Department

In supporting the Transparency Committee, Endesa’s Eco-
nomic and Finance Department performs the following IC-
FR-related duties within the framework of the Enel Group's

policies and procedures:

e Proposing financial reporting policies to the Transparency

Committee for approval.

 Evaluating the effectiveness of the controls in place and
how well they work, including any breaches of approved
internal control policies, on the basis of manager certifica-
tions, ICFR reports and reports issued by the ICFR Audit unit,

reporting its findings back to the Transparency Committee.

* Disseminating the necessary ICFR procedures.

* Overseeing compliance with internal controls over financial

reporting and the internal disclosure controls and proce-
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dures, presenting periodical reports on its conclusions with
respect to the system'’s effectiveness for presentation to the

Transparency Committee.

Internal Control Unit

Endesa’s Economic and Financial Department includes an
Internal Control Unit, which is functionally integrated within
the Enel Group's ICFR. This unit is tasked with the following

duties:

e Communicating approval of ICFR policies and procedures

to Endesa’s various subsidiaries and business units.

* Maintaining and updating the ICFR model.

» Keeping control and procedural documentation up to date

at all times.

¢ Defining the flow charts for certifying the evaluation of the
effectiveness of the controls and procedures defined in the
ICFR model.

All matters relating to internal control over financial report-
ing and the disclosure of financial information are regulated
in the Enel Group's corporate protocol no. 188, which applies
to all Endesa Group companies. The purpose of this proto-
col is to establish the principles and lines of responsibility for
the establishment and maintenance of internal controls over
financial reporting and internal financial information disclo-
sure controls and procedures in order to ensure their relia-
bility and to guarantee that reports, events, transactions and
other material developments are disclosed in an adequate

form and timeframe.

The ICFR unit performs its work on the basis of the informa-
tion flow and information risks, namely any circumstances
which could impede or hamper the obtention, handling and
dissemination of the financial information in a reliable and
timely manner, in accordance with the risks identified, and
on the basis of internal controls, which constitute the body
of policies and procedures designed to enable the identifica-

tion, measurement, processing and recognition of financial
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and non-financial information in a consistent, reliable and
timely manner. The ICFR system is evaluated and certified in

full every six months.

In addition, the Audit and Compliance Committee has tasked
the ICFR Audit Unit with independently monitoring the most
relevant ICFR controls, verifying their design and effective-
ness, and reporting to the committee on any weaknesses de-

tected during its work.

F.1.2. The existence or otherwise of the following com-
ponents, especially in connection with the financial re-

porting process:

* The departments and/or mechanisms in charge of: (i)
the design and review of the organisational structure;
(ii) defining clear lines of responsibility and authority,
with an appropriate distribution of tasks and functions;
and (iii) deploying procedures so this structure is com-

municated effectively throughout the company.

Design of the organisational structure

The Board of Directors, through the CEO and the Appoint-
ments and Remuneration Committee (one of the Board's ad-
visory committees), is responsible for the design and review
of the organisational structure and for defining lines of re-

sponsibility and authority.

The CEO and the Appointments and Remuneration Commit-
tee establish the distribution of tasks and functions, ensur-
ing adequate segregation of duties and coordination mech-
anisms among the various departments so that everything

works as it should.

The Organisation and Change Management Unit is tasked
with designing, planning and disclosing the change manage-
ment framework in the case of major organisational trans-
formations, planning change programmes and the related
resources and processes. It is also responsible for defining the
guidelines for the Group's organisational structure and for
relevant organisational changes. Lastly, the unit ensures the

definition and implementation of the global job posts sys-
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tems, directly evaluating the key professional functions and

executive positions.

Strictly within Endesa, organisational protocol no. 030 de-
fines and establishes the criteria for identifying, developing
and implementing organisational guidelines based on gen-
eral instructions received from Holding, as well as the assess-
ment and evaluation of non-executive positions. The Organi-
sational and Human Resources Department is responsible for

implementing this protocol.

The various organisational guidelines are posted on Ende-
sa’s Intranet and are available for viewing by all Endesa

employees.

* Code of conduct, approving body, dissemination
and instruction, principles and values covered (stating
whether it makes specific reference to record keeping
and financial reporting), body in charge of investigat-
ing breaches and proposing corrective or disciplinary

action.

Codes of conduct

Endesa has the following internal codes of conduct:

Code of Ethics

Endesa has a Board-endorsed Code of Ethics which item-
ises the ethical commitments and duties to which the pro-
fessionals working for Endesa and its subsidiaries, be they
Directors or staff, no matter their positions, are bound in the
course of managing these companies’ business and corpo-

rate activities.

The Code of Ethics comprises:

* The general principles governing relations with stakehold-

ers that define Endesa’s benchmark business values.

e The standards of conduct for dealing with all groups of

stakeholders, enshrining the specific guidelines and rules
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which Endesa professionals must adhere to in order to up-

hold the general principles and avoid unethical behaviour.

e Implementation mechanisms, which describe the tasks as-
signed to the Audit and Compliance Committee in terms
of monitoring and enforcing compliance with the Code of
Ethics, the tasks assigned to the Internal Audit Department

and the related communication and training efforts.

The principles and provisions of Endesa’s Code of Ethics are
applicable to the members of the Board of Directors, the Au-
dit and Compliance Committee and other governing bodies
of Endesa and its subsidiaries, as well as these entities’ ex-
ecutives, employees and any other professionals related to
Endesa via contractual relationships of any class, including
those working for or with them on an occasional or tempo-

rary basis.

The Code’s general principles include that of “Information
transparency and integrity”, which stipulates that “Endesa’s
professionals must provide complete, transparent, compre-
hensible and accurate information such that when entering
a relationship with the Company the implicated parties can
take independent decisions that are informed with respect
to the interests at stake, the alternatives and the relevant

ramifications”.
Zero Tolerance Plan Against Corruption

The Board-approved Zero Tolerance Plan Against Corruption
requires all ENESA employees to be honest, transparent and
fairin the performance of their work. The same commitments
are expected of its other stakeholders, i.e. people, groups and
institutions that help the Group meet its objectives or that
are involved in the activities it performs in order to achieve

its goals.

In compliance with Principle 10 of the Global Compact', of

which Endesa is a signatory, “Businesses should work against

! Action plan devised by the United Nations in July 2000 on the direct recom-
mendation of its Secretary-General in order to develop a new style of collab-
oration between the business world and the United Nations by encouraging
businesses to adhere to 10 universal principles in the areas of human rights,
labour and the environment (www.unglobalcompact.org).
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corruption in all its forms, including extortion and bribery”,
Endesa expressly rejects all forms of corruption, direct and
indirect, to which end it has an anti-corruption programme

in place.

Charter governing senior management and manage-

ment and Employees’ Code of Conduct

In 2003, the Board approved dedicated rules of conduct tar-
geted at specific groups of employees, namely the “Charter
governing senior management” and the “Charter governing
executives” to which all employees meeting the respective
definitions of Senior Management and Management are
bound. Also in 2003, the Board of Directors approved the
Employees’ Code of Conduct which applies to all Endesa

employees.

These documents are designed to establish the regimes gov-
erning how the various members of the respective affected
groups must behave. Among other requirements, these rules
stipulate the duty of “ensuring that all books, records and ac-
counts of the organisation for which they may be responsible
wholly, accurately and duly reflect the nature and authenticity

of the transactions".

In addition to the above-listed charters and codes, in 2006,
the Board approved the Guidelines for the Application of the
Charter Governing Management, the Employees’ Code of
Conduct and the Incompatibility and/or Non-compete Cove-
nants. This compendium of rules lists the Endesa bodies with
powers to enforce these rules, their duties, the criteria for tak-
ing action and the procedures for controlling and processing

breaches.

The general behavioural criteria include:

* A non-compete commitment

* A ban on the provision of services to other Endesa

companies

 Exclusive dedication requirement
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e Criteria for avoiding and handling conflicts of interest (pro-

curements, relations with suppliers and other examples)

All of these documents are part of the body of internal rules
and regulations published on the corporate intranet and
are designed to ensure that all of the Endesa’s stakeholders
act in accordance with stipulated business ethics in all their
dealings relating to Endesa’s business. These extend to the
dealings relating to the reliability of the financial information
produced and compliance with applicable legal provisions, in

keeping with the Board'’s guidelines.

* “Whistle-blowing” channel, for the reporting to the
audit committee of any irregularities of a financial or
accounting nature, as well as breaches of the code of
conduct and malpractice within the organisation, stat-
ing whether reports made through this channel are

confidential.

Whistle-blowing channel

Endesa set up its Ethics Channel, which is accessible via its cor-
porate website and intranet to all employees, in July 2005 so
that all stakeholders can report, securely and anonymously,
any irregular, unethical or illegal conduct which has, in their
opinion, occurred in the course of Endesa’s activities. This
channel is operated in the five languages of Endesa’s current

operating markets.

The procedure in place for using this channel is designed to
protect user identity as access to the information received
is restricted and managed by an external and independent
firm. The Audit Department has established roles and clear-
ance levels for accessing this information for certain Depart-

ment members.

The Ethics Channel classifies complaints received in accord-
ance with 13 corporate management fields, arranged in
keeping with the aspects dealt with in Endesa’s Code of Eth-
ics, thereby enabling due monitoring of compliance with the

principles of conduct in internal audits.
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There are other communication channels in addition to the
Ethics Channel such as the ethics hotline, mailing address and
e-mail inbox. Complaints received through these channels are
fielded to members of the Internal Audit Department or third

parties.

Complaints submitted through the Ethics Channel are period-
ically reported back to Endesa’s Audit and Compliance Com-
mittee, apprising the latter of their receipt and the outcome
of each investigation and any measures taken in the event

that a complaint proves to be grounded.

e Training and refresher courses for personnel involved
in preparing and reviewing financial information or eval-
uating ICFR, which address, at least, accounting rules,

auditing, internal control and risk management.

Training programmes

The Business Organisation and Human Resources Depart-
ment works together with the Economic and Finance De-
partment to prepare the training schedule for all staff in-
volved in preparing Endesa’s annual financial statements.
This schedule includes ongoing updates on business trends
and regulatory developments affecting the activities per-
formed by the various Endesa companies, specific IFRS
skills courses and training regarding ICFR standards and

developments.

In 2013, Endesa’s Economic and Finance Department re-
ceived 37,260 training hours, of which 25.64% were devoted
to the acquisition, refreshment and recycling of financial skills
and knowledge, addressing matters such as accounting and
audit standards, internal controls, risk management and con-
trol and regulatory and business matters with which these
professionals need to be familiar in order to properly draw up
Endesa’s financial information. The rest of the training hours
were earmarked to management skills, workplace health and
safety matters and IT skills. Of these hours 28.94% were for
language training and 28.86% for leadership and manage-

ment skills.
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In addition, whenever necessary, Endesa provides specific
training courses on financial reporting and control matters to
staff outside the Economic and Finance Department who are
directly or indirectly involved in supplying information used in

the financial reporting process.

F.2. Risk assessment in financial reporting
Report at least:

F.2.1. The main characteristics of the risk identification

process, including risks of error or fraud, stating whether:
* The process exists and is documented.

* The process covers all financial reporting objectives,
(existence and occurrence; completeness; valuation;
presentation, disclosure and comparability; and rights

and obligations), is updated and with what frequency.

e Aspecific process is in place to define the scope of con-
solidation, with reference to the possible existence of
complex corporate structures, special purpose vehicles,

holding companies. etc..

* The process addresses other types of risk (operation-
al, technological, financial, legal, reputational, environ-
mental, etc.) insofar as they may affect the financial

statements.

e Finally, which of the company’s governing bodies is re-

sponsible for overseeing the process.

The financial reporting risk identification and maintenance

process covers the following financial information objectives:

» Existence and occurrence

Integrity/completeness
* Measurement/valuation
¢ Presentation, disclosure and comparability

¢ Rights and obligations
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Further, the financial reporting risk identification and main-
tenance process also factors in the impact that the other risk
factors pinpointed in the risk map may have on the financial
statements (primarily operational, regulatory, legal, environ-

mental, financial and reputational).

The ICFR unit, aided by the resources assigned in the different
countries and companies and with the support of Global ITC
in respect of IT aspects, updates the risk evaluation whenever

changes occur to the scope of the model.

The evaluation (in terms of probability and impact) of both
inherent and residual risks is updated every time there is a
change in processes or whenever a new company is included
within the scope. This evaluation can result in the identifica-
tion of new risks, which will be mitigated by designing new
controls or updating existing controls. The financial reporting
risk identification process is overseen by the Transparency
Committee and the Audit and Compliance Committee as part
of their broad mandates to monitor evaluation of the ICFR
model, as enumerated in the basic indicator headed “The en-

tity's control environment” earlier in this report.

Defining the consolidation scope

Endesa keeps a corporate register, which is permanently up-
dated, with information on all its shareholdings, whether di-
rect or indirect, including all entities over which Endesa has
the power to exercise control, regardless of the legal structure
giving rise to such control (so that this register also includes

holding companies and special purpose vehicles).

The management and updating of this corporate register is
governed by the corporate protocol entitled “Endesa Corpo-

rate Records Management”.

Endesa’s consolidation scope is determined on a monthly ba-
sis by the Economic and Finance Department based on the
information available in the corporate records and in accord-
ance with the criteria stipulated by International Financial
Reporting Standards (hereinafter “IFRS”) and other local ac-
counting regulations. All Endesa companies are informed of

any changes to the scope of consolidation.
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F.3. Control activities

Indicate the existence of at least the following compo-

nents, and specify their main characteristics.

F.3.1. Procedures for reviewing and authorising the fi-
nancial information and description of ICFR to be dis-
closed to the markets, stating who is responsible in
each case, including documentation and flow charts of
activities and controls (including those addressing the
risk of fraud) for each type of transaction that may ma-
terially affect the financial statements, including proce-
dures for the closing of accounts and for the separate re-
view of critical judgements, estimates, evaluations and

projections.

Procedures for reviewing and authorising the financial

information and description of ICFR

Endesa discloses financial information to the market quar-
terly. This information is prepared by the General Economic
Department, which performs certain controls as part of the
closing of accounts procedure in order ensure the reliability

of the information disclosed.

The Management Control Unit, which is part of the General
Planning and Control Department, also analyses and oversees

the information produced.

The Chief Financial Officer analyses the reports received, pro-
visionally certifying the aforementioned financial information

for submission to the Transparency Committee.

The Transparency Committee analyses and debates the in-
formation received from the Economic and Finance Depart-
ment. Once it approves the information received, it is sent to

the Audit and Compliance Committee.

The Audit and Compliance Committee oversees the financial
information presented to it. For the accounting closes, which
coincide with the end of each six-month financial period,

the Audit and Compliance Committee also receives informa-
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tion from Endesa’s auditor on the results of the work it has

performed.

Lastly, the Audit and Compliance Committee presents its con-
clusions regarding the financial information presented to it
to the Board of Directors. Once the Board has approved the

information for issue, it is disclosed to the market.

The ICFR report, meanwhile, is presented annually by the Eco-
nomic and Finance Department to the Transparency Com-
mittee. Once approved by the Transparency Committee, the
report is reviewed and approved by the Audit and Compli-
ance Committee and subsequently approved by the Board of

Directors prior to disclosure to the market.

Documentation and flow charts of activities and controls

Endesa’s ICFR model is in line with the model established for
all Enel Group companies, which is based on the COSO Mod-
el (Committee of Sponsoring Organizations of the Treadway
Commission, US), so as to provide reasonable assurance with
respect to compliance with the three major categories of tar-

gets enshrined by this model:

» Effectiveness and efficiency of operations
* Reliability of financial reporting

e Compliance with applicable laws and regulations

Firstly, the model features Management Controls or “Enti-
ty Level Controls” (hereinafter, “Management Controls” or
"ELC") and “Company Level Controls” (hereinafter, “CLC"),
which describe the Endesa policies and guidelines designed
to protect its control system. The structural elements of the
control system are interrelated across all divisions/compa-
nies. These controls are evaluated directly by Endesa’s senior
management. The Management Controls guarantee an ade-
quate level of internal control at Endesa and serve as mitigat-

ing controls if necessary.

At process level, Endesa, in application of the Enel Group
model, has identified the following business cycles common

to all its subsidiaries:
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—

Fixed assets
Accounting close
Capital investments
Finance

Inventory
Personnel expenses
Procurement cycle

Revenue cycle
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Taxes other than income tax

The ICFR unit manages and continuously updates documen-
tation on each process, following the methodology estab-
lished in the Enel Group's organisational protocol no. 188. All
organisational changes imply the need to review the control
model in order to assess their impact and make any changes
required to ensure operational continuity. The primary com-

ponents of each process are:

e Risks. The possibility that an event or action could affect
the organisation’s ability to achieve its financial reporting

objectives and/or to implement its strategies successfully.

e Control activities. Policies, procedures and practices ap-
plied by the Company’s staff, software applications and
other resources put in place to mitigate the risks iden-
tified. The Process Level Controls (hereinafter, “PLCs")
must be integrated into process operations and are de-
signed to ensure that risk is managed properly, with a
focus on risk prevention, detection and correction. De-
pending on how they are designed, control activities
may be preventive or detective, manual (staff-driven) or
automated (IT-driven). Specifically with respect to IT sys-
tems, the control activities in place are called IT General
Controls (hereinafter, "ITGCs"), and are managed by ICT
Governance within the Global Information and Commu-
nication Technologies area (hereinafter, “Global ICT").
Control activities constitute the cornerstone on which
the entire control model is articulated and cover the fol-

lowing matters:

— Integrity and ethics
— Professional competence commitment

— Management philosophy and style
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— Organisational structure
— Establishment of lines of authority and responsibility

— HR policies and practices

The control activities ensure that, in the ordinary course of
business and in respect of all consolidated financial statement
headings, Endesa’s control targets are met, in accordance

with the aforementioned organisational protocol no. 188.

At present, there are 6,038 PLC and 197 ITGCs for the body
of processes, as well as 883 ELC. Overall, the level of coverage
of the main consolidated financial statement headings (total

assets, revenue, EBITDA, leverage, etc.) exceeds 90%.

All information regarding the ICFR model is documented in
the SAP-GRC PROCESS CONTROL internal control tool (here-
inafter, “SAP-GRC"). The control managers (designated by the
process managers) work under the coordination of the ICFR

unit and oversee the half-yearly evaluation.

Process managers are required to document all control activ-
ities carried out under their supervision, using the methods
and instruments described when designing the control under

their hierarchical responsibility.

The ICFR unit monitors progress in the self-assessment, there-
by ensuring that process managers receive the support they

require.

The ICFR operation is divided into the following stages, which
are planned by ICFR on a centralised basis for Endesa and its

subsidiaries:

* Evaluation of control activities: The evaluator performs
tests to verify and evaluate the correct design and opera-
tion of all the control activities. This same party identifies
and reports any weaknesses detected so that they are

addressed

» Certification by the Organisational Units: The responsi-
ble party certifies with his/her signature the evaluation of

the control activities, taking responsibility for the actions
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needed to remedy any shortcomings included in the ac-

tion plan.

» Evaluation of Entity Level Controls. These are evaluated

by the parties assigned this responsibility.

The ELCs and CLCs are evaluated by Senior Management,
while the PLCs are evaluated at the business level and reach
Senior Management by means of successive rounds of

certification.

All of these phases are monitored and supported by the Inter-
nal Control Unit. The conclusions regarding compliance and
effectiveness, resulting from the tests performed by the ICFR
Audit Department, are incorporated in the ICFR report along
with the self-assessment results. The Economic and Finance
Department presents the findings to the Transparency Com-
mittee, which evaluates and approves them, presenting them
to the Audit and Compliance Committee for analysis and
approval along with the report issued by the Internal Audit

Department.

The control weaknesses detected are classified as:

e Material weaknesses in those cases where the weakness
or series of weaknesses lead to the possibility (not remote)
of there being a material error in the annual financial

statements.

e Significant weaknesses in those cases where the weakness
or series of weaknesses lead to the, not remote, possibil-
ity of there being a material error in the annual financial

statements.

e Insignificant weaknesses are those which will in no event

cause a material error in the annual financial statements.

Each control weaknesses detected in the ICFR system results
in a specific action plan. The Internal Control Unit monitors,
controls and reports to the Transparency and Audit and Com-
pliance Committees on these weaknesses until they are de-

finitively resolved.
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F.3.2. Internal control policies and procedures for IT sys-
tems (including secure access, control of changes, system
operation, continuity and segregation of duties) giving
support to key company processes regarding the prepa-

ration and publication of financial information.

The Global ICT area is responsible for the IT and telecommuni-
cations systems for all of Endesa’s businesses and geographic
markets. Enel Energy Europe, S.L.U. (the company which owns
92.06% of Endesa, S.A. and which is in turn 100%-owned by
the Enel Group) carries on activities in the telecommunica-
tions and IT systems sector, and comprises the physical assets,
human resources and third-party contracts required to carry
on these activities and to undertake the integrated manage-
ment of these functions for the Enel Group under the aegis
of the parent group’s overall strategy for unlocking synergies.
In spite of this, the responsibility for this function and for the
development and execution of the operating procedures re-
mains located at Endesa and is therefore specified and certi-

fied within Endesa’s ICFR system.

The multiple and diverse duties attributed to Global ICT in-
clude the definition and monitoring of the security policies
and standards for IT infrastructure and software, which in-

clude the IT aspects of the internal control model.

Endesa’s internal control model and, in particular, Global ICT's
model, encompass the IT processes, which in turn include the
IT environment, architecture and infrastructure, and the ap-
plications, which affect transactions with a direct impact on
the entity’s key business processes and, ultimately, its finan-
cial information and reporting processes. These controls can
be implemented by means of automated programming or

using manual procedures.

Endesa has an internal control model for all key IT systems
used to prepare financial information, which is designed to
guarantee the overall quality and reliability of the financial
information produced at each close and, by extension, the in-

formation disclosed to the market.

The IT system internal control model comprises eleven

processes:
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1. ICT architecture and technology

2. Standard ICT requests

ITC management policies and procedures
ITC strategy and planning

ITC configuration and asset management
ITC capacity management

ICT supplier management

ICT performance monitoring
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ICT solutions management
10.ICT incidents and events management

11.1CT problems management

(ICT: Information and Communications Technology)

These processes are in turn divided into sub-processes
with the necessary specifics which guarantee a correct
level of control of the IT system and ensure the integrity,
availability and confidentiality of each company’s financial

information.

Endesa’s internal IT system control model contains the con-
trol activities needed to cover the risks intrinsic to the follow-
ing IT system management aspects, processes and systems

including those specific to financial information:

IT environment

e Global ICT roles and duties
e Application inventory and systems map.

e Telecommunications network map

Management of application changes

° Management of demand for software developments and

functional improvements

e Specification, authorisation and monitoring of change

requests
e Software and systems infrastructure development
e Performance testing during rollout phase
e Application launch

¢ Documentation and training
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IT operations and management

e Operations management

* Management of back-up files

e Incident management

e Disaster contingency and recovery plans for critical systems

* Service level agreements

Physical and logical security

e Security operations management
* User access control

* Physical security of data processing centres

In terms of IT security, Endesa has a corporate protocol called
“Information security” in place, which establishes and defines
the operating principles and bodies responsible for IT security
and the management of decision rights in relation to critical
financial information. On 31 May 2013, Enel Group corpo-
rate policy no. 87 entered into force, setting the guidelines
regarding management of access to IT systems and applica-
tions, in order to reduce the risk of fraud or involuntary access
to Group information and to safeguard the confidentiality,

accuracy and availability of this information.

In 2007, Endesa set up the Information Security function in
response to requirements dictated by legislative, technolo-
gy and market demands. The Decision Rights Management
function was also set up to guarantee regulatory compliance
in the financial arena, while functional incompatibilities were
defined so that a given person cannot dominate a critical

process.

Information Security is the function tasked with protecting
each Group company’s information assets in order to achieve
and maintain the desired level of security and to enforce the

correct use of decision rights so as to reduce internal fraud.

The Management of Decision Rights and Functional Incom-
patibilities is the function tasked with identifying, managing
and controlling the specific clearance levels for enabling deci-

sion-making in the business environment.
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The basic principles of Endesa’s Information Security Policy

are:

¢ Information and knowledge are core strategic assets.

 Information security is everyone's responsibility: those gen-
erating information, those using it, those processing it and

those accessing it.

e Familiarity with all the information handled within
the organisation and awareness of its importance and

vulnerability.

* Personal data are exclusively personal.

e The value of information lies with its veracity: it must be

kept intact.

e Data credibility is predicated on the reliability of the source.

* The most critical business information must be available at

all times.

e Disclosure of confidential information poses a grave threat

to the entity and its shareholders.

e Safe information technology, communications and infra-

structure are the bedrock of secure information.

e The cost of security measures must be proportionate to the

value of the data they protect.

The corporate procedure called “Criteria for Safeguarding
Information Assets” establishes the method for identifying,
classifying, evaluating and analysing the risks to which the
information may be exposed and the fundamental obli-
gations to be borne in mind by each of the organisation-
al units intervening in the management of its information

assets.
The information security management process is continual-

ly fine-tuned in an effort, among other things, to maintain

optimum security levels. The ultimate goal of this process is
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to maintain security levels within acceptable thresholds, im-
plementing or developing controls to mitigate risks more

effectively.

Endesa’s proprietary methodology allows for standardised
data identification, classification and evaluation and subse-
quent analysis of the risks to which the Group’s information
is exposed. It further enables definition of the action plans re-
quired to place each information asset at acceptable security

levels for the entity.

F.3.3. Internal control policies and procedures for over-
seeing the management of outsourced activities, and of
the appraisal, calculation or valuation services commis-
sioned from independent experts, when these may ma-

terially affect the financial statements.

When Endesa outsources an activity involving the issue of
financial information, it requires that the supplier provide a
guarantee attesting the internal control measures in place
for the activities performed. In specific cases specific cas-
es, such as the Data Centre, service providers are asked to
obtain an ISAE 3402 "International Standard on Assurance
Engagements” report. This report allows Endesa to check
whether the service provider’s control objectives and con-
trol activities have worked during the corresponding time

horizon.

When Endesa engages the services of an independent expert,
it first assures itself on the legal and technical competence
and skills of the professional(s). Endesa has control activities
in place in respect of independent expert reports, as well as
staff with the ability to validate the reasonableness of the re-

port findings.

There is also an internal procedure for hiring external advi-
sors, which stipulates a series of clearances depending on the
size of the engagement, which may even call for CEO approv-
al. The results and/or reports of outsourced accounting, tax
or legal activities are supervised by the Economic and Finance
and Legal Counsel Departments along with any other areas

whose expertise is deemed of value to this end.
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F.4. Information and communication

Indicate the existence of at least the following compo-

nents, and specify their main characteristics.

F.4.1. A specific function in charge of defining and main-
taining accounting policies (accounting policies area or
department) and settling doubts or disputes over their
interpretation, which is in regular communication with
the team in charge of operation and a manual of account-
ing policies regularly updated and communicated to all

the company’s operating units.

Responsibility for application of Endesa’s accounting policies
for all its geographic markets is centralised in Endesa’s Eco-

nomic and Finance Department.

Endesa’s Finance Department has an Accounting Criteria and
Reporting Unit which is specifically in charge of analysing
the International Financial Reporting Standards (hereinafter,

“IFRS"). This Unit's functions are as follows:

» Defining Endesa’s accounting policies

* Analysing executed or planned one-off transactions to de-
termine the appropriate accounting treatment in line with

Endesa’s accounting policies

* Monitoring the new standards being worked on by the
International Accounting Standards Board (hereinafter,
“IASB"), any new standards approved by the IASB and the
related European Union endorsement process, assessing
the impact their implementation will have on the Group's

consolidated financial statements

* Resolving any query made by any subsidiary regarding ap-

plication of Endesa’s accounting policies

The Accounting Criteria and Reporting Unit keeps all those
with financial reporting responsibilities at the various levels
within Endesa abreast of amendments to accounting stand-
ards, settling any doubts they may have and gathering the

required information from subsidiaries to ensure consistent
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application of Endesa’s accounting policies and to enable it
to quantify the impact of application of new or amended ac-

counting standards.

If application of accounting standards is deemed particularly
complex, Endesa’s Finance Department informs its auditor of
the outcome of its internal analysis, asking the auditor to pro-

vide an opinion on the conclusions reached.

Endesa’s accounting policies are based on IFRS and are doc-
umented in the “Endesa Accounting Manual”. This document
is updated regularly and is distributed to the parties respon-
sible for preparing the financial statements of all Endesa

companies.

F.4.2. Mechanisms in standard format for the capture
and preparation of financial information, which are ap-
plied and used in all units within the entity or group, and
support its main financial statements and accompanying

notes as well as disclosures concerning ICFR.

Endesa has an IT tool in place to cover the reporting require-
ments associated with its separate financial statements, on
the one hand, and to facilitate the consolidation process
and subsequent analysis, on the other. This tool manages to
centralise into a single system and under a single audit plan
all the information corresponding to the separate financial
statements of all Endesa subsidiaries, including the notes and
additional disclosures needed to prepare the annual financial

statements.

This system is managed centrally under the scope of the Enel
Group. The technical adequacy of the application, its inter-
nal controls and management by the Enel Group have been
evaluated and checked by Endesa which has found it to be
suitable to the task of producing the consolidated financial
statements. In addition, every year Endesa engages an inde-
pendent expert to certify that the tool does not present any
material shortcoming with respect to the process of generat-

ing the Endesa consolidated financial statements.

The data is uploaded into this consolidation system auto-

matically by the Financial Information System (transactional),
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which is also centralised and in place in virtually all Endesa

companies.

In turn, the ICFR model is supported by a single IT system also
managed on a centralised basis in the Enel Group scope, and
produces all the information needed to draw conclusions

with respect to effectiveness of the model.

F.5. Monitoring

Indicate the existence of at least the following compo-

nents, describing their main characteristics.

F.5.1. The ICFR monitoring activities undertaken by the
Audit Committee and an internal audit function whose
competencies include supporting the Audit Committee
in its role of monitoring the internal control system, in-
cluding ICFR. Describe the scope of the ICFR assessment
conducted in the year and the procedure for the person
in charge of the evaluation to communicate its findings.
State also whether the company has an action plan spec-
ifying corrective measures for any flaws detected, and
whether it has taken stock of their potential impact on its

financial information.

Every six months, the Finance Department’s Internal Control
Unit monitors the process by which the design and function-
ing of the ICFR system is evaluated and certified. It duly re-
ports its findings to the Transparency Committee, which is
the body responsible for ensuring adequate internal control

of the information disclosed to the market.

To this end, the Internal Control Unit is supplied with the eval-
uation of the entity/company, process and IT control (ELCs/

CLGs, PLCs and ITGCs, respectively) in order to verify:

e In the event of process changes, whether the identifica-
tion of control activities has been duly updated and the
new control activities sufficiently cover the process control

objectives
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* Whether all weaknesses in the control system design or
functioning have been detected. A weakness refers to an
incident which implies that the control system may not be
able to guarantee with reasonable assurance the ability to
acquire, prepare, summarise and disclose the Company’s

financial information.

Whether the actual/potential impact of the aforemen-
tioned weaknesses has been evaluated and any required
mitigating control activities put in place to guarantee the
reliability of the financial information, notwithstanding the

existence of these weaknesses.

e The existence of action plans for each weakness identified

In the course of this process, any incidents of fraud, no matter
how insignificant, involving managers or staff participating in
processes with a financial reporting impact are identified and

reported.

In turn, the ICFR Audit unit, at the instance of the Audit and
Compliance Committee and as set down in its annual work
programme, independently monitors the most relevant ICFR
controls, verifying the design and effectiveness. The results

are reviewed by the Audit and Compliance Committee

In addition, over the course of the year, progress on the ac-
tions plans put in place by Endesa to address any shortcom-
ings identified by the process managers and shared with the
ICFR unit is monitored and reported to the Audit and Compli-

ance Committee.

The Transparency Committee is informed of and certifies the
evaluation of the model, the assessment of weaknesses and

the status of related action plans twice a year.

Lastly, every six months, the Economic and Finance Depart-
ment presents the Audit and Compliance Committee with its
conclusions with respect to the evaluation of the ICFR system
and the progress on executing the action plans deriving from

earlier evaluations.
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As of 31 December 2013, the half-yearly evaluations carried
out in the year had revealed no material ICFR weaknesses.
During the process, 197 ITGCs, 883 entity level controls (279
in Spain and 604 in Latin America) and 6,038 control activities
(1,709 in Spain and 4,329 in Latin America) were analysed.
Of these, the ICFR Audit Unit reviewed 45 ITGCs, 3 ELCs (in
Spain) and 1,036 activity controls (284 in Spain and 752 in
Latin America). As a result of both the self-assessment process
and the review carried out by the ICFR Audit Unit, 63 control
weaknesses (which do not significantly affect the quality of
the financial information) were identified (46 in Spain, 14 in
Latin America and 3 in respect of ITGC). Plans have been de-

vised to remedy all these weaknesses.

In keeping with the foregoing, Endesa’s management be-
lieves that the ICFR model for the period elapsing between
1 January and December 31, 2013 proved effective and that
the controls and procedures in place to provide reasonable
assurance that the information disclosed by the Group to the

market is reliable and adequate are similarly effective.

F.5.2. A discussion procedure whereby the auditor (pur-
suant to TAS), the internal audit function and other ex-
perts can report any significant internal control weak-
nesses encountered during their review of the financial
statements or other assignments, to the company'’s sen-
ior management and its audit committee or board of di-
rectors. State also whether the entity has an action plan

to correct or mitigate the weaknesses found.

The internal audit function reports regularly to Senior
Management and the Audit Committee on any material
internal control weaknesses identified in the review of the
different processes during the year, similarly reporting on
the status of any action plans put in place to mitigate these

weaknesses.

Endesa’s auditor has access to Endesa Senior Management,
to which end it holds regular meetings in order to gather the
information needed to perform its work and to notify any

control weaknesses encountered in the course of its work.
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The auditor also reports to the Audit and Compliance Com-
mittee twice a year on the conclusions drawn from its review
of Endesa’s financial statements, additionally presenting any

matter deemed relevant.

The auditor presents Senior Management and the Audit and
Compliance Committee with a report each year detailing
the internal control weaknesses uncovered in the course of
its work. This report incorporates all the feedback provided
by Endesa’s management and details of any action plans
set in motion to correct the corresponding internal control

weaknesses.

F.6. Other relevant information

All of Endesa’s material ICFR disclosures are covered in the

preceding sections of this report.

F.7. External auditor report
State whether:

F.7.1. The ICFR information supplied to the market has
been reviewed by the external auditor, in which case the
corresponding report should be attached. Otherwise, ex-

plain the reasons for the absence of this review.

In keeping with article 61 bis (h) of Spain’s Securities Market
Act (Law 24/88, of 28 July 1988) and CNMV Circular 5/2013
of 12 June 2013, Endesa includes in its 2013 Annual Corpo-
rate Governance Report a description of the main features of
its internal control and risk management systems with regard
to statutory financial reporting, following the structure pro-

posed in the aforementioned Circular.

In addition, Endesa has considered it appropriate to ask its
external auditor to issue a report on its review of the infor-
mation disclosed in this ICFR report in accordance with the

pertinent professional conduct guide.
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G. Degree of Compliance with Corporate
Governance Recommendations

Indicate the degree of the company’s compliance with

Corporate Governance recommendations.

Should the company not comply with any of the recom-
mendations or comply only in part, include a detailed ex-
planation of the reasons so that shareholders, investors
and the market in general have enough information to
assess the company’s behaviour. General explanations

are not acceptable.

1. The bylaws of listed companies should not place an
upper limit on the votes that can be cast by a single share-
holder, or impose other obstacles to the takeover of the

company by means of share purchases on the market.
See sections: A.10, B.1, B.2, C.1.23 and C.1.24.
Compliant

2. When a dominant and a subsidiary company are stock
market listed, the two should provide detailed disclosure
on:
a) The type of activity they engage in, and any business

dealings between them, as well as between the sub-

sidiary and other group companies;

b) The mechanisms in place to resolve possible conflicts

of interest.
See sections: D.4 and D.7
Not applicable

3. Even when not expressly required under company
law, any decisions involving a fundamental corporate
change should be submitted to the general shareholders’
meeting for approval or ratification. In particular:

a) The transformation of listed companies into hold-

ing companies through the process of subsidiarisa-

tion, i.e. reallocating core activities to subsidiaries
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that were previously carried out by the originating
firm, even though the latter retains full control of the

former;

b) Any acquisition or disposal of key operating assets
that would effectively alter the company’s corporate

purpose;

¢) Operations that effectively add up to the company’s

liquidation

See section: B.6

Compliant

4. Detailed proposals of the resolutions to be adopted at
the general shareholders’ meeting, including the infor-
mation stated in Recommendation 27, should be made
available at the same time as the publication of the meet-

ing notice.

Compliant
5. Separate votes should be taken at the general meeting
on materially separate items, so shareholders can express
their preferences in each case. This rule shall apply in par-

ticular to:

a) The appointment or ratification of directors, with

separate voting on each candidate;

b) Amendments to the bylaws, with votes taken on
all articles or group of articles that are materially
different.

Compliant

6. Companies should allow split votes, so financial inter-

mediaries acting as nominees on behalf of different cli-

ents can issue their votes according to instructions.

Compliant
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7. The board of directors should perform its duties with
unity of purpose and independent judgement, according
all shareholders the same treatment. It should be guided
at all times by the company’s best interest and, as such,

strive to maximise its value over time.

It should likewise ensure that the company abides by
the laws and regulations in its dealings with stakehold-
ers; fulfils its obligations and contracts in good faith; re-
spects the customs and good practices of the sectors and
territories where it does business; and upholds any ad-
ditional social responsibility principles it has subscribed

to voluntarily.
Compliant

8. The board should see the core components of its mis-
sion as to approve the company’s strategy and authorise
the organisational resources to carry it forward, and to
ensure that management meets the objectives set while
pursuing the company’s interests and corporate pur-
pose. As such, the board in full should reserve the right

to approve:

a) The company’s general policies and strategies, and, in

particular:

i)  The strategic or business plans, management

targets and annual budgets;

ii) Investment and financing policy;

iii) Design of the structure of the corporate group;

iv) Corporate governance policy;

v)  Corporate social responsibility policy;

vi) Remuneration and evaluation of senior officers;

vii) Risk control and management, and the periodic

monitoring of internal information and control

systems;
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viii) Dividend policy, as well as the policies and limits

applying to treasury stock.

See sections: C.1.14, C.1.16 and E.2

b) The following decisions:

i)  On the proposal of the company’s chief execu-
tive, the appointment and removal of senior of-

ficers, and their compensation clauses;

ii) Directors’ remuneration, and, in the case of ex-
ecutive directors, the additional remuneration
for their executive functions and other contract

conditions;

iii) The financial information that all listed compa-

nies must periodically disclose;

iv) Investments or operations considered strategic
by virtue of their amount or special character-
istics, unless their approval corresponds to the

general shareholders’ meeting;

v) The creation or acquisition of shares in special
purpose vehicles or entities resident in countries
or territories considered tax havens, and any
other transactions or operations of a compara-
ble nature whose complexity might impair the

transparency of the group.

¢) Transactions which the company conducts with direc-
tors, significant shareholders, shareholders with board
representation or other persons related thereto (“relat-

ed-party transactions”).

However, board authorisation need not be required for
related-party transactions that simultaneously meet the

following three conditions:
1. They are governed by standard form contracts ap-

plied on an across-the-board basis to a large number

of clients;
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2. They go through at market prices, generally set by the

person supplying the goods or services;

3. Their amount is no more than 1% of the company’s

annual revenues.

It is advisable that related-party transactions should
only be approved on the basis of a favourable report
from the audit committee or some other committee
handling the same function; and that the directors in-
volved should neither exercise nor delegate their votes,
and should withdraw from the meeting room while the

board deliberates and votes.

Ideally, the above powers should not be delegated with
the exception of those mentioned in b) and c), which
may be delegated to the executive committee in urgent

cases and later ratified by the full board.

See sections: D.1 and D.6

Compliant

9. In the interests of maximum effectiveness and par-
ticipation, the board of directors should ideally com-
prise no fewer than five and no more than fifteen

members.

See section: C.1.2

Compliant

10. External directors, proprietary and independent,
should occupy an ample majority of board places, while
the number of executive directors should be the mini-
mum practical bearing in mind the complexity of the cor-

porate group and the ownership interests they control.

See sections: A.3 and C.1.3.

Compliant
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11. That among external directors, the relation between
proprietary members and independents should match
the proportion between the capital represented on the
board by proprietary directors and the remainder of the

company'’s capital.

This proportional criterion can be relaxed so the weight
of proprietary directors is greater than would strict-
ly correspond to the total percentage of capital they

represent:

1. In large cap companies where few or no equity stakes
attain the legal threshold for significant sharehold-

ings, despite the considerable sums actually invested.

2. In companies with a plurality of shareholders repre-

sented on the board but not otherwise related.

See sections: A.2, A.3and C.1.3

Compliant

12. The number of Independent Directors should repre-

sent at least one third of all board members.

See section: C.1.3

Explanation

The Board comprises nine Directors: four Proprietary Direc-
tors (44%), three Executive Directors (33.33%) and two In-
dependent Directors (22.22%) In order to adequately assess
the proportion of types of Directors on the Board, or in the
specific case, the number of Independent Directors, it is nec-
essary to look at the Company’s capital structure. 92.063% of
Endesa is held by a single shareholder, Enel, S.p.A., while the
remaining 7.94% is free float (i.e., not held by any significant
shareholder). In other words, even though Endesa’s free float
is only 7.94%, 22% of its Directors are independent. There-
fore, even though Endesa is not strictly compliant with this
Recommendation, it considers the number of Independent

Directors to be correct.
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13. The nature of each director should be explained to
the general meeting of shareholders, which will make
or ratify his or her appointment. Such determination
should subsequently be confirmed or reviewed in each
year's Annual Corporate Governance Report, after veri-
fication by the nomination committee. The said Report
should also disclose the reasons for the appointment of
proprietary directors at the urging of shareholders con-
trolling less than 5% of capital; and explain any rejec-
tion of a formal request for a board place from share-
holders whose equity stake is equal to or greater than
that of others applying successfully for a proprietary

directorship.

See sections: C.1.3and C.1.8

Compliant

14. When women directors are few or non existent, the
nomination committee should take steps to ensure that,

when new vacancies arise:

a) The process of filling board vacancies has no implicit

bias against women candidates;

b) The company makes a conscious effort to include
women with the target profile among the candidates

for board places.

See sections: C.1.2,C.1.4, C.1.5, C.1.6, C.2.2 and C.2.4.

Complaint

15. The chairman, as the person responsible for the
proper operation of the board of directors, should
ensure that directors are supplied with sufficient in-
formation in advance of board meetings, and work
to procure a good level of debate and the active in-
volvement of all members, safeguarding their rights
to freely express and adopt positions; he or she should
organise and coordinate regular evaluations of the

board and, where appropriate, the company’s chief
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executive, along with the chairmen of the relevant

board committees.

See sections: C.1.19 and C.1.41

Compliant

16. When a company’s chairman is also its chief execu-
tive, an independent director should be empowered to
request the calling of board meetings or the inclusion
of new business on the agenda; to coordinate and give
voice to the concerns of external directors; and to lead the

board’s evaluation of the chairman.

See section: C.1.22

Not applicable

17. The Secretary should take care to ensure that the

board’s actions:

a) Adhere to the spirit and letter of laws and their im-
plementing regulations, including those issued by

regulatory agencies;

b) Comply with the company bylaws and the regula-
tions of the general shareholders’ meeting, the board

of directors and others;

c) Are informed by those good governance recommen-
dations of the Unified Code that the Company has

subscribed to.

In order to safeguard the independence, impartiality
and professionalism of the secretary, his or her appoint-
ment and removal should be proposed by the nomina-
tion committee and approved by a full board meeting;
the relevant appointment and removal procedures be-

ing spelled out in the board’s regulations.

See section: C.1.34

Compliant
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18. The board should meet with the necessary frequen-
cy to properly perform its functions, in accordance with
a calendar and agendas set at the beginning of the year,
to which each director may propose the addition of other

items.

See section: C.1.29

Partially compliant

Regarding the inclusion of new matters on the agenda, ar-
ticle 47 of the Bylaws states that the Board will deliberate
on those matters contained on the agenda and also on all
those matters that the Chairman or majority of the Directors
present or represented, propose. Likewise, article 10 of the
Regulations of the Board of Directors states that one third of
the members of the Board may, prior to the holding of the
Meeting, request the inclusion of such items as they may see

fit to deal with.

19. Director absences should be kept to the bare mini-
mum and quantified in the Annual Corporate Governance
Report. When directors have no choice but to delegate

their vote, they should do so with instructions.

See sections: C.1.28, C.1.29 and C.1.30

Compliant

20. When directors or the secretary express concerns
about some proposal or, in the case of directors, about
the company’s performance, and such concerns are not
resolved at the meeting, the person expressing them can

request that they be recorded in the minute book.

Not applicable

21. The board in full should evaluate the following points

on a yearly basis:

a) The quality and efficiency of the board’s operation;
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b) Starting from a report submitted by the nomination
committee, how well the chairman and chief execu-

tive have carried out their duties;

c¢) The performance of its committees on the basis of

the reports furnished by the same.

See sections: C.1.19 and C.1.20

Compliant

22. All directors should be able to exercise their right to
receive any additional information they require on mat-
ters within the board’s competence. Unless the bylaws
or board regulations indicate otherwise, such requests

should be addressed to the chairman or the secretary.

See section: C.1.41

Compliant

23. Alldirectors should be entitled to call on the company
for the advice and guidance they need to carry out their
duties. The company should provide suitable channels
for the exercise of this right, extending in special circum-

stances to external assistance at the company’s expense.
See section: C.1.40

Compliant
24. Companies should organise induction programmes
for new directors to acquaint them rapidly with the work-
ings of the company and its corporate governance rules.
Directors should also be offered refresher programmes
when circumstances so advise.

Compliant
25. Companies should require their directors to devote

sufficient time and effort to perform their duties effec-

tively, and, as such:
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a) Directors should apprise the nomination committee
of any other professional obligations, in case they

might detract from the necessary dedication;

b) Companies should lay down rules about the number

of directorships their board members can hold.

See sections: C.1.12, C.1.13 and C.1.17

Partially compliant

With regard to b) above, the Company does not deem it nec-
essary to lay down formal rules about the number of director-
ships its Board members can hold as the Directors are aware
of and fully comply with the Directors’ duties laid down in the
Corporate Enterprises Act and the Company’s Bylaws, namely
due diligence and loyalty in performing their duties, among

others.

26. The proposal for the appointment or renewal of di-
rectors which the board submits to the general share-
holders’ meeting, as well as provisional appointments
by the method of co-option, should be approved by the

board:

a) On the proposal of the nomination committee, in the

case of independent directors.

b) Subject to a report from the nomination committee

in all other cases.

See section: C.1.3

Compliant

27. Companies should post the following director par-

ticulars on their websites, and keep them permanently

updated:

a) Professional experience and background;

b) Directorships held in other companies, listed or

otherwise;
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¢) An indication of the director’s classification as exec-
utive, proprietary or independent; in the case of pro-
prietary directors, stating the shareholder they rep-

resent or have links with.

d) The date of their first and subsequent appointments

as a company director; and

e) Shares held in the company and any options on the

same.

Compliant

28. Proprietary directors should resign when the share-
holders they represent dispose of their ownership in-
terest in its entirety. If such shareholders reduce their
stakes, thereby losing some of their entitlement to pro-
prietary directors, the latter’s number should be reduced

accordingly.

See sections: A.2, A.3and C.1.2

Compliant

29. The board of directors should not propose the re-
moval of independent directors before the expiry of their
tenure as mandated by the bylaws, except where just
cause is found by the board, based on a proposal from
the nomination committee. In particular, just cause will
be presumed when a director is in breach of his or her
fiduciary duties or comes under one of the disqualifying
grounds enumerated in Ministerial Order ECC/461/2013.

The removal of independents may also be proposed
when a takeover bid, merger or similar corporate oper-
ation produces changes in the company’s capital struc-
ture, in order to meet the proportionality criterion set

out in Recommendation 11.

See sections: C.1.2,C.1.9,C.1.19and C.1.27

Compliant
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30. Companies should establish rules obliging directors
to inform the board of any circumstance that might harm
the organisation’s name or reputation, tendering their
resignation as the case may be, with particular mention
of any criminal charges brought against them and the

progress of any subsequent trial.

The moment a director is indicted or tried for any of the
crimes stated in article 213 of the Corporate Enterprises
Act, the board should examine the matter and, in view of
the particular circumstances and potential harm to the
company’s name and reputation, decide whether or not
he or she should be called on to resign. The board should
also disclose all such determinations in the Annual Cor-

porate Governance Report.

See sections: C.1.42, C.1.43

Compliant

31. All directors should express clear opposition when
they feel a proposal submitted for the board’s approval
might damage the corporate interest. In particular, in-
dependents and other directors unaffected by the con-
flict of interest should challenge any decision that could
go against the interests of shareholders lacking board

representation.

When the board makes material or reiterated decisions
about which a director has expressed serious reserva-
tions, then he or she must draw the pertinent conclu-
sions. Directors resigning for such causes should set
out their reasons in the letter referred to in the next

Recommendation.

The terms of this Recommendation should also apply to

the secretary of the board, director or otherwise.

Not applicable

32. Directors who give up their place before their tenure

expires, through resignation or otherwise, should state

their reasons in a letter to be sent to all members of the
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board. Irrespective of whether such resignation is filed as
a significant event, the motive for the same must be ex-

plained in the Annual Corporate Governance Report.

See section: C.1.9

Not applicable

33. Remuneration comprising the delivery of shares in
the company or other companies in the group, share op-
tions or other share-based instruments, payments linked
to the company’s performance or membership of pension

schemes should be confined to executive directors.

The delivery of shares is excluded from this limitation
when directors are obliged to retain them until the end

of their tenure.

Complaint

34. External directors’ remuneration should sufficient-
ly compensate them for the dedication, abilities and re-
sponsibilities that the post entails, but should not be so

high as to compromise their independence.

Compliant

35. In the case of remuneration linked to company earn-
ings, deductions should be computed for any qualifica-

tions stated in the external auditor’s report.

Not applicable

36. In the case of variable awards, remuneration policies
should include technical safeguards to ensure they reflect
the professional performance of the beneficiaries and not
simply the general progress of the markets or the compa-
ny'’s sector, atypical or exceptional transactions or circum-

stances of this kind.

Compliant
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37. When the company has an executive committee, the
breakdown of its members by director category should
be similar to that of the board itself. The secretary of
the board should also act as secretary to the executive

committee.

See sections: C.2.1and C.2.6

Complaint

38. The board should be kept fully informed of the busi-
ness transacted and decisions made by the executive
committee. To this end, all board members should receive

a copy of the committee’s minutes.

Explanation

At the beginning of all Board meetings, the Chairman of the
Executive Committee verbally informs all members present of

the decisions taken by the Executive Committee.

39. In addition to the audit committee mandatory under
the Securities Market Act, the board of directors should
form a committee, or two separate committees, of nomi-

nation and remuneration.

The rules governing the make-up and operation of the
audit committee and the committee or committees of
nomination and remuneration should be set forth in the

board regulations, and include the following:

a) The board of directors should appoint the members
of such committees with regard to the knowledge,
aptitudes and experience of its directors and the
terms of reference of each committee; discuss their
proposals and reports; and be responsible for over-
seeing and evaluating their work, which should be
reported to the first board plenary following each

meeting;
b) These committees should be formed exclusively

of external directors and have a minimum of three

members. Executive directors or senior officers may
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also attend meetings, for information purposes, at

the committees’ invitation.

c¢) Committees should be chaired by an independent

director.

d) They may engage external advisors, when they feel

this is necessary for the discharge of their duties.

e) Meeting proceedings should be minuted and a copy

of the minutes sent to all board members.

See sections: C.2.1and C.2.4

Partially compliant

With regard to item b) above, we would note that an Exec-
utive Director sits on the Audit and Compliance Committee.
Even though the Recommendation states that all members
should be external, the Company believes it is important that
this Executive Director sit on the Committee given his experi-

ence and professional knowledge of this area.

Also, and with regard to e) above, we would note that all
meetings are minuted but that copies are not sent to all
Board members as all Committee members are also Board
members. Also, at the beginning of each Board meeting the
Chairmen of both Committees verbally inform all members

present of the decisions taken at Committee meetings.

40. The job of supervising compliance with internal
codes of conduct and corporate governance rules should
be entrusted to the audit committee, the nomination
committee or, as the case may be, separate compliance or

corporate governance committees.

See sections: C.2.3 and C.2.4

Compliant

41. All members of the audit committee, particularly

its chairman, should be appointed with regard to their
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knowledge and background in accounting, auditing and

risk management matters.

Compliant

42. Listed companies should have an internal audit func-
tion, under the supervision of the audit committee, to
ensure the proper operation of internal reporting and

control systems.
See section: C.2.3

Compliant
43. The head of internal audit should present an annual
work programme to the audit committee, report to it di-
rectly on any incidents arising during its implementation,
and submit an activities report at the end of each year.

Compliant

44. Control and risk management policy should specify

at least:

a) The different types of risk (operational, technologi-
cal, financial, legal, reputational, ...) the company is
exposed to, with the inclusion under financial or eco-
nomic risks of contingent liabilities and other off-bal-

ance sheet risks;

b) The determination of the risk level the company sees

as acceptable;

c¢) Measures in place to mitigate the impact of risk

events should they occur;

d) Theinternal reporting and control systems to be used
to control and manage the above risks, including con-
tingent liabilities and off-balance sheet risks.

See section: E

Compliant
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45, The audit committee’s role should be:

1. With respect to internal control and reporting

systems:

a) Properly manage and disclose the main risks iden-
tified as a result of the supervision of the effica-
cy of the company’s internal control and internal

audit.

b) Monitor the independence and efficacy of the in-
ternal audit function; propose the selection, ap-
pointment, reappointment and removal of the
head of internal audit; propose the department’s
budget; receive regular report-backs on its activ-
ities; and verify that senior management are act-
ing on the findings and recommendations of its

reports.

c) Establish and supervise a mechanism whereby
staff can report, confidentially and, if necessary,
anonymously, any irregularities they detect in the
course of their duties, in particular financial or ac-
counting irregularities, with potentially serious

implications for the firm.

2. With respect of the external auditor:

a) Receive regular information from the external
auditor on the progress and findings of the audit
programme and check that senior management

are acting on its recommendations.

b) Monitor the independence of the external audi-

tor, to which end:

i) The company should notify any change of
auditor to the CNMV as a significant event,
accompanied by a statement of any disagree-
ments arising with the outgoing auditor and

the reasons for the same.
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ii) The committee should investigate the issues
giving rise to the resignation of any external

auditor.

See sections: C.1.36, C.2.3, C.2.4 and E.2

Compliant

46. The audit committee should be empowered to meet
with any company employee or manager, even ordering
their appearance without the presence of another senior

officer.

Compliant

47. The audit committee should prepare information on
the following points from Recommendation 8 for input

to board decision-making:

a) The financial information that all listed companies
must periodically disclose. The committee should en-
sure that interim statements are drawn up under the
same accounting principles as the annual statements
and, to this end, may ask the external auditor to con-

duct a limited review.

b) The creation or acquisition of shares in special pur-
pose vehicles or entities resident in countries or ter-
ritories considered tax havens, and any other trans-
actions or operations of a comparable nature whose

complexity might impair the transparency of the

group.

c¢) Related-party transactions, except where their scruti-
ny has been entrusted to some other supervision and
control committee.

See sections: C.2.3and C.2.4

Compliant

48. The board of directors should seek to present the

annual accounts to the general shareholders’ meeting
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without reservations or qualifications in the audit report.
Should such reservations or qualifications exist, both the
chairman of the audit committee and the auditors should
give a clear account to shareholders of their scope and

content.

See section: C.1.38

Compliant

49. The majority of nomination committee members —
or nomination and remuneration committee members as

the case may be — should be independent directors.

See section: C.2.1

Explanation

The Appointments and Remuneration Committee comprises
four members: 50% are Independent Directors and 50% Pro-
prietary Directors. However, it should be noted that 92.063%
of the share capital is held by a single shareholder and that
the Board comprises only two Independent Directors who

also sit on the Appointments and Remuneration Committee.

50. The nomination committee should have the fol-
lowing functions in addition to those stated in earlier

Recommendations:

a) Evaluate the balance of skills, knowledge and expe-
rience on the Board, define the roles and capabilities
required of the candidates to fill each vacancy, and
decide the time and dedication necessary for them to

properly perform their duties.

b) Examine or organise, in appropriate form, the suc-
cession of the chairman and chief executive, making
recommendations to the board so the handover pro-

ceeds in a planned and orderly manner.
¢) Report on the senior officer appointments and re-

movals which the chief executive proposes to the
board.
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d) Report to the board on the gender diversity issues

discussed in Recommendation 14 of this Code.

See section: C.2.4

Partially compliant

With regard to b) above we would note that even though
the Company's internal regulations contain a provision to or-
ganise the succession of the Chairman, Deputy Chairman and
Chief Executive Officer, there is no formal protocol or inter-
nal procedure in place. However, given the current structure
of Endesa’s share capital, i.e. with a controlling shareholder
holding 92.063%, we believe it is appropriate that the said
shareholder directly intervenes in planning and organising

these successions.

51. The nomination committee should consult with the
company’s chairman and chief executive, especially on

matters relating to executive directors.

Any board member may suggest directorship candidates

to the nomination committee for its consideration.

Complaint
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52. The remuneration committee should have the fol-
lowing functions in addition to those stated in earlier
Recommendations:

a) Make proposals to the board of directors regarding:

i) The remuneration policy for directors and senior

officers;

ii) The individual remuneration and other contractu-

al conditions of executive directors;

iii) The standard conditions for senior officer employ-

ment contracts.

b) Oversee compliance with the remuneration policy set

by the company.
See sections: C.2.4
Complaint
53. The remuneration committee should consult with
the chairman and chief executive, especially on matters

relating to executive directors and senior officers.

Compliant
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H. Other Information of Interest

1. If you consider that there is any material aspect or
principle relating to the Corporate Governance practices
followed by your company or its group of companies that
has not been addressed in this report and which is neces-
sary to provide a more comprehensive view of the corpo-
rate governance structure and practices at the company

or group, specify and explain below.

2. You may include in this section any other information,
clarification or observation related to the above sections

of this report.

C.1.16 Alfonso Lépez Sanchez resigned from the Company in
2013, while Alberto Ferndndez Torres and Federico Fea joined

as members of senior management.

Specifically indicate whether the company is subject to
corporate governance legislation from a country other
than Spain and, if so, include the compulsory informa-
tion to be provided when different to that required by
this report.
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3. Also state whether the company voluntarily subscribes
to other international, sectorial or other ethical principles
or standard practices. If applicable identify the code and

date of adoption.

Code of Best Practices

On 20 December 2010, the Board of Directors of Endesa, S.A.
approved the adoption of the Code of Best Tax Practices. At
its meeting on 24 February 2014, the Audit and Compliance
Committee approved the Company’s tax policies pursuant to
this Code.

This annual corporate governance report was adopted
by the company’s board of directors at its meeting held

on 24 February 2014.

Indicate whether any directors voted against or ab-

stained from voting on the approval of this Report.

No
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Translation of a report originally issued in Spanish. In the event of discrepancy
the Spanish-language version prevails

Auditor's report on the "Information relating to Internal Control
Over Financial Reporting (ICFR-SCIIF in Spanish)" of the ENDESA Group for 2013

To the Directors,

At the request of the management of ENDESA, S.A. (the Parent Company} and its
subsidiaries (the Group), and in accordance with our engagement letter dated December 5,
2013, we have performed certain procedures on the accompanying “ICFR-related
information” included in the 2013 Annual Corporate Governance Report of the Group,
which summarizes the Company's internal control procedures regarding annual financial
information.

The Board of Directors is responsible for taking appropriate measures to reasonably ensure
the implementation, maintenance, supervision, and improvement of a correct internal
control system, as well as preparing and establishing the content of all the related
accompanying ICFR data.

It is worth noting that apart from the quality of design and operability of the ENDESA
Group's internal control system in relation to its annual financial information, it only
provides a reasonable, rather than absolute, degree of security regarding its objectives due
to the inherent limitations to the internal control system as a whole,

Throughout the course of our audit work on the financial statements, and in conformity with
Technical Auditing Standards, the sole purpose of our evaluation of the Group's internal
control system was to establish the scope, nature, and timing of the audit procedures
performed on the Company's financial statements. Therefore, our internal control
assessment, performed for the audit of the aforementioned financial statements, was not
sufficiently extensive to enable us to issue a specific opinion on the effectiveness of the
internal control over the requlated annual financial information issued.

For the purpose of issuing this report, we exclusively applied the following specific
procedures described below and indicated in the Guidelines on the Auditors’ report relating
to information on the Internal Control over Financial Reporting on Listed Companies,
published by the Spanish Mational Securities Market Commission on its website, which
establishes the work to be performed, the minimum scope thereof and the content of this
report. Given that the scope of the abovementioned procedures performed was limited and
substantially less than that of an audit or a review on the internal control system, we have
not expressed an opinion regarding its efficacy, design, or operational effectiveness
regarding the Company's annual financial information for 2013 described in the
accompanying ICFR. Consequently, had we performed procedures additional to those shown
in the abovementioned Guidelines, or carried out an audit or review on the internal control
system of regulated annual financial information, other matters might have come to our
attention which would have been reported to you.

since this special engagement does not constitute an audit of the financial statements or a
review in accordance with Royal Decree 1/2011, dated July 1, enacting the revised Audit
Law, we do not express an opinion in the terms established therein.

& marriser firm of Ermind A Voong Giosal | mibes
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The following procedures were applied:

1. Read and understand the information prepared by the Group in relation to the ICFR -
which is provided in the disclosure information included in the Management Report-
and assess whether such information addresses all the required information which will
follow the minimum content detailed in Section F, relating to the description of the
ICFR, as per the Annual Corporate Governance Report model established by CNMY
Circular n® 5/2013 dated June 12, 2013.

2.  Question personnel in charge of preparing the information described in the above
section 1, to: (i) obtain an understanding of its preparation process; (ii) obtain
information making it possible to evaluate whether the terminology employed is in line
with reference framework definitions; (i) gather information regarding whether the
described control procedures are implemented and functioning within the Group.

3., Review the explanatory documentation supporting the information described in
section 1 above, which should, mainly, include that information directly provided to
those in charge of preparing the descriptive ICFR information. This documentation
includes reports prepared by the internal audit function, senior executives and other
internalfexternal specialists in their role supporting the Audit Committee.

4.  Compare the information contained in section 1 above with the Group's ICFR
knowledge obtained as a result of performing the procedures within the framework of
auditing the financial statements.

5. Read the minutes of the Board of Directors Meetings, Audit Committe, and other
Company commissions in order to evaluate the consistency between issues described
in the minutes related to the ICFR and information discussed in section 1 above.

&, Obtain the representation letter related to the work performed, duly signed by those
responsible for preparing and authorizing the issuance of the information discussed in
section 1 above.

As a result of the procedures applied on the ICFR-related information, no inconsistencies or
incidents have come to our attention which might affect it.

This report was prepared exclusively within the framework of the requirements of Spanish
Securities Market Law 24/1988, of July 28, amended by the Sustainable Economy Law
22011, of March 4, and by Circular n® 52013, of June 12, of the Spanish Mational
Securities Market Commission related to the description of the ICFR in the Annual Corporate
Governance Repaort.

ERNST & YOUNG, S.L.

(Signed on the original in Spanish)

José Luis Perelli Alonso

February 25, 2014
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