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Research’s general results are shown below. This fourth edition offers a perspective
about the evolution and trends of the information quality regarding the different points
analysed in the CSR.

COMPANIES WITH RELEVANT INFORMATION ON CSR

N°de empresas delIBEX35 gue presentan
informacion relevante sobre aspectosde RSC

40

35 4

30 -:- B No presentan informacion relevante
25 +— —
20 —
15 129 30 30 30—

OPresentan alguna informacion relevante

N° de empresas

2003 2004 2005 2006
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Out of the 35 companies within the scope of this research, 5 of them do not offer
relevant information on CSR in the documentation analysed. These 5 companies stand
at the 5 last positions of the scoring system of Contents and Management Systems; all
of them scoring below 0.5. These companies are Acerinox, Antena 3TV, Prisa, Banesto
and Fadesa.

It must be highlighted that the companies not adopting any kind of public commitment
still have a responsibility regarding the impact of their operations. These companies do
not publicly announce their assumption of social and environmental commitments and
they are in a very basic development state in their SCR management, thus being in a
higher risky situation of infringing people’s rights.

ADDED RESULTS IN THE RESEARCH

Resumen de Resultados Globales
2003-2006
3,00
250
2,00 m 2003
1,50 | 2004
1,00 0 2005
= ol Ml
0,00 5
CONTENIDO SIST. GESTION GOB. CORP. TOTAL
m 2003 045 0,67 209 088
H 2004 0,74 1,01 225 1,14
0O 2005 085 1,10 163 1,09
O 2006 082 1,15 1,71 1,14
* Media de herrami entas de evaluacion

The scores trend varies depending on the different reference points included in the
research. Thus, while the Management System section has an increasingly slow
tendency (50%, 9% and 5%), the result of the information quality analysis referring to
the Content section has been increasing until 2006, then falling to 3.5%.

On the other hand, the Corporate Government section is developing again favourably,
once the new written off indicators established in 2005 as a consequence of adding the
requisites required by the Unified Code for Good Government “Conthe Code”.

The quality of the information about Contents obtains a store of 0.82 (complementary
information), the lowest of all the three sections. Although there is not a great
difference compared to the 1.15 (very little information) obtained in Management
Systems, it is remarkable that in many instances these companies mention the
existence of other systems, policies or proceedings for managing SCR aspects, of
which they do not present specific data or outcome proving the real implementation or
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showing the company’s role in this matter. Likewise, in very few instances details about
the systems management are disclosed only but to merely mention the existence of
such systems and thus enabling the reader to form an impression of their
effectiveness.

In this line, companies should initiate a reflection period about this new slowing down in
the scoring of management systems.

During 2006 many companies renovated their Board of Directors and General Meeting
of Shareholders internal regulations. In many cases these regulations were approved in
2007, preventing such documents from being studied. Nevertheless, the information
contained in the Unified Code for Good Government of the National Commission of
Stock Market allows forecasting a significant improvement for the following years.

RESULTS BY COMPANY

This section shows the results of the information quality analysed which have been
obtained by all the companies in the research and which are arranged in alphabetical
order. Scores show the results by sections, specifying the tools used in each of them.
The grand total scores are the result of the arithmetic mean of the 5 tool used (GRI,
AA1000, NEF, UN and Corporate Government) and not of the average of the three
sections of analysis.
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RESULTADOS 2006
CONTENIDO SIST. GESTION
mdlgglmes S — .AA1DDD. NEF|— ?RI | GOB. CORP.J TOTAL
Principios | Indicadores Principios | Perfil

ABERTIS 0,81 141 1,78 1,28
ACCIONA 0,82 a3 1,86 1,18
ACERINOX 0,08 0,06 0,82 0,21
ACS 0,48 0.81 Tl 0,77
ALTADIS 0,56 0,84 1,90 0,95
ANTENA 3TV 0,15 0,16 1,40 0,38
BANESTO 0,28 046 1,64 0,62
BANKINTER 0,69 0,82 2,05 1,01
BBVA 1,74 1,96 1,87 1,86
BCO POPULAR 1,09 15 1,74 1,19
BCO SABADELL 0,94 1,20 1,04 1,07
CINTRA 0,54 0,75 2,04 0,94
ENAGAS 0,53 0,82 1,68 0,88
ENDESA 1,23 1553 1,83 1,52
FADESA 0,04 0,28 1,18 0,38
FCC 0,57 0,68 1,85 0,76
FERROVIAL 0,98 122 1,99 1,27
GAMESA 123 178 1,82 1,58
GAS NATURAL 1,26 1,68 1,73 1,51
||BEERDROLA 1,67 2,03 1,81 175
IIEIERIA 1,22 2,02 1,72 1,69
IINDITE}( 1,24 152 2,08 1,53
IINDRA 0,56 141 2,14 1,30
IMAPFRE 0,82 1,34 1,20 1,12
|METROVACESA 0,38 0,62 1,68 0,72
NH HOTELES 0,40 0,94 1,86 0,90
PRISA 0,11 043 1,45 0,53
REE 1,52 221 2,18 1,94
REPSOL YPF 1,31 1,72 1,96 1,66
SACYRVALL. 0,44 0,65 1,88 0,76
SCH 1,27 1,34 2,32 1,48
SOGECABLE 0,29 0,65 1,43 0,68
TELECINCO 0,52 096 2,34 1,06
TELEF ONICA 1,52 1.80 1,84 181
UNION FENOSA 1,20 1,81 1,78 1,47

MEDIA IBEX 35 0,82 1,15 1,71 1,14

(*) Media de herramientas de evaluacion

LIST OF COMPANIES BY SCORES OBTAINED

This section shows a table containing the 35 companies of the IBEX according to the
total results, arithmetic mean of the scores from the 5 tools. As the table shows, the
companies reaching the best total scores have not greatly varied their result, which
proves a certain slowing down in their information quality improvement.
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RESULTADOS 2006 2005 2004 2003 \éariggipn
osicion
GLOBALES Punt. | Posicion Punt. Posicion Punt. Ppsicion Punt. Pokicio n | 2005/ 2006

REE 1,94 1 1,85 1 1,84 4 1,62 3 0
BBVA 1,86 2 1,84 2 1,88 2 1,36 9 0
TELEFONICA 1,81 3 1,81 3 1,90 1 1,71 2 0
IBERDROLA 1,75 4 1,74 4 1,85 3 1,78 1 0
IBERIA 1,69 5 1,56 6 1,62 6 1,55 5 1
REPSOL YPF 1,66 6 1,51 7 1,55 8 1,17 10 1
GAMESA 1,58 7 1,72 5 1,55 9 0,60 22 -2
INDITEX 1,53 8 1,10 15 1,31 14 1,42 8 7
ENDESA 1,52 9 1,45 8 1,69 5 1,59 4 -1
GAS NATURAL 1,51 10 1,40 9 1,33 13 1,52 7 -1
SCH 1,48 11 1,35 10 1,54 10 1,09 12 -1
UNION FENOSA 1,47 12 1,34 11 1,60 7 1,53 6 -1
INDRA 1,30 13 1,06 17 1,10 16 0,94 15 4
ABERTIS 1,28 14 1,24 13 1,49 11 0,93 16 -1
FERROVIAL 1,27 15 1,25 12 1,24 15 1,06 13 -3
BCO POPULAR 1,19 16 1,10 16 1,07 17 0,57 23 0
ACCIONA 1,18 17 1,19 14 0,83 23 0,51 24 -3
MAPFRE 1,12 18 0,00 33 0,94 20 0,31 29

BCO SABADELL 1,07 19 1,05 18 1,45 12 0,64 21 -1
TELECINCO 1,06 20 0,82 23 0,00 35 0,00 B35 3
BANKINTER 1,01 21 1,01 19 0,69 26 0,78 17 -2
ALTADIS 0,95 22 0,96 20 0,94 19 0,96 14 -2
CINTRA 0,94 23 0,82 22 0,00 32 0,00 32 -1
NH HOTELES 0,90 24 0,57 28 0,51 28 0,48 26 4
ENAGAS 0,88 25 0,85 21 1,03 18 1,09 11 -4
ACS 0,77 26 0,69 25 0,86 22 0,65 20 -1
FCC 0,76 27 0,65 26 0,45 29 0,33 28 -1
SACYR VALL. 0,76 28 0,53 29 0,00 34 0,00 34 1
METROVACESA 0,72 29 0,74 24 0,93 21 0,68 18 -5
SOGECABLE 0,68 30 0,64 27 0,75 25 0,28 30 -3
BANESTO 0,62 31 0,00 34 0,75 24 0,66 19

PRISA 0,53 32 0,39 30 0,57 27 0,50 25 -2
ANTENA 3TV 0,38 33 0,35 31 0,00 31 0,00 31 -2
FADESA 0,38 34 0,00 35 0,00 33 0,00 33

ACERINOX 0,21 35 0,17 32 0,38 30 0,35 27 -3

MEDIA IBEX 35 1,14 1,09 1,14 0,88

Acerinox, Fadesa, Antena 3TV, Prisa, Banesto and Sogecable have obtained the
lowest results in information quality. Acerinox, Prisa and Antena 3 have been in the last
positions during the last years.

COMPARATIVE RESULTS BY SECTOR
This section shows the results obtained by sector, where the companies and their
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annual comparatives have been grouped together. The first table shows the sectors
arranged from highest to lowest punctuation obtained in the total results in 2006. The
second table shows same sectors but according to sections compared.

R. TOTALES
2003 | 2004 | 2005 | 2006
BB. Consumo 0,95 0,90 1,03 1,24
BB. Inversion 0,55 0,89 1,05 0,90
Comunic. SS. Info. 0,95 1,11 0,91 0,96
Construc. 0,64 0,85 0,86 0,85
Energ_;ia 1,47 1,56 1,45 1,53
SS. Finan. 0,77 1,19 1,27 1,19
SS. Mdo 0,81 1,00 0,99 1,11
MEDIA POR EMPRESA 0.88 1.14 1,09 1,14
CONTENIDOS SIST. GESTION G0OB. CORP.
2003 | 2004 1 2005 ] 2008 | 2003 | 2004 § 2005 | 2006 | 2003 | 2004 | 2005 | 2006
BB. Consumo 0,52 0,50 | 0,69 | 0,90 066 | 063 | 096 1,18 2,37 2351188 | 1,99
BB. Inversion 0,31 0,65 | 0,96 | 0.66 0411088 1.1 0,93 1,33 191 | 1,24 | 1,32
Comunic. $S. Info. 0,52 0,74 | 067 | 0,53 0,72 1 097 | 085 0,92 2,16 220 | 164 | 1,77
Construc. 0,17 0,41 0,59 | 0,56 044 | 060 | 082 0,83 1,88 222 1155 | 1,52
Energia 0,99 110 | 1,16 | 1,26 137 | 156 | 159 1,67 2,55 247 | 1,77 | 1,82
$§S. Finan. 0,33 084 | 118 | 0,98 057 | 107 ]| 125 1,18 2,01 216 | 169 | 1,71
§S. Mdo 0,34 0,52 | 0,66 | 0,67 050 | 080| 098 1,15 2,34 2,31 | 1,61 1,73
MEDIA POR EMPRESA 045 0,74 1 0,85 ) 0,82 0,67 | 1,01 110 1,15 2,09 225 1163 1,71

It should be noted that the last row shows the arithmetic mean of the results obtained
by the 35 companies, and not of the scores. Also in the total results only the Energy,
Financial Services and Consumer Goods sectors are above the average. It is also
worth highlighting that the construction industry, of great importance for its social,
environmental, labour, social and economic impact, is once again among the
companies obtaining the worst results.
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Resultados Totales por sectores 2003, 2004, 2005 y 2006

ss. rvuo_fl . . . —
sS. Flnan._: : : : 2 | | %
&agia_il | | | | _'
C)cnstmc._I | | |
Corrunic. SS. Info, i. | | | | -
BE. In\aersic'n:il . —= | e 2005
BB. Consumo I—.I—[' |' =2
| : : , , , , , , m 2004
000 020 040 060 08 1,00 1,20 140 160 @ 2003
O;’;m Im:;m O;“IJ;E Construc. | Energia | SS. Finan. | SS. Mio
Oo2006 124 0,90 0,96 0,85 1,53 1,19 1,11
O2005 1.08 1,06 091 0,86 1,45 1,27 0,99
m2004] 090 0,99 1,11 0,85 1,56 1,19 1,00
m2003] 095 0,55 0,95 0,64 1,47 0,77 0,81

The chart above shows that the quality of the information provided by the companies
grouped by sectors has not varied uniformly, as the scores increase and decrease
either way. Only the Capital Goods sector has notably decreased mainly due to the
low results of ACERINOX. Also the Financial Services sector has scarcely varied since
2004 according to this report. On the contrary, the Market and Construction Sectors
have slightly increased, while the Communications and Information Systems sector,
and particularly the Consumer Goods sector, have developed more significantly.

0 % 1% 1% !

This chapter shows the assessment results by sections, including Contents,
Management Systems and Corporate Government. Different measuring quantitative
indicators for the main topic areas have been included to illustrate how the companies
disclose information about very significant aspects of their performance.

The Contents section assesses the information supplied and compared with the GRI
recommendations and with the suggestions of the Regulations on the responsibilities of
the transnational companies and other trade companies related to the UN human rights
and guidelines on consumer protection (types of sustainable consumption) and the
United Nations Convention against Corruption (including human rights, labour rights,
environment, etc.)

Through the contents related to the SCR, it can be seen the degree of the companies’
development on their economic, social and environmental performance. The
conclusions of the contents shown in this research are gathered in seven main areas
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previously identified covering al SCR scope.

These conclusions combine quantitative data of the performance of companies and
they measure some significant aspects related to the different SCR areas (economic,
environmental, labour, social, and human rights information).

With regards to the low results obtained in this section analysis, it is important to
highlight that the effort of communication done by the companies, for any unknown
reason, has not always disclosed specific contents.

Although the publication of an Annual SCR Report is an important step to improve their
transparency, the information and data of results and impacts are merely anecdotic and
in many cases non-existent.

The chart below shows the scores obtained by all the companies in this research,
arranged from highest to lowest punctuation.

18
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RESULTADOS 2006 2005 2004 2003 Janacon
CONTENIDOS Punt. |Posicién Punt. Posicion Punt. Ppsicion Pupt. Popicié n| 2005/ 2006
BBVA 1,74 1 1,70 1 1,65 1 0,83 8 0
IBERDROLA 1,67 2 1,64 2 1,33 4 1,31 1 0
REE 1,52 3 1,41 5 1,36 3 1,17 3 2
TELEFONICA 1,52 4 1,49 4 1,46 2 1,07 5 0
REPSOL YPF 1,31 5 1,00 14 0,90 11 0,60 12 9
UNION FENOSA 1,28 6 1,20 7 1,24 7 1,08 4 1
SCH 1,27 7 1,16 8 1,24 8 0,50 13 1
GAS NATURAL 1,26 8 1,25 6 0,98 10 0,80 9 -2
INDITEX 1,24 9 0,71 18 0,88 12 0,91 7 9
ENDESA 1,23 10 1,11 10 1,25 6 1,24 0
GAMESA 1,23 11 1,60 3 1,19 9 0,38 17 -8
IBERIA 1,22 12 1,12 9 1,27 5 1,03 6 -3
BCO POPULAR 1,09 13 1,02 13 0,76 15 0,16 24 0
FERROVIAL 0,98 14 1,06 12 0,72 16 0,41 15 -2
BCO SABADELL 0,94 15 1,06 11 0,87 14 0,38 16 -4
MAPFRE 0,82 16 0,00 33 0,64 18 0,12 25
ACCIONA 0,82 17 0,95 15 0,41 24 0,11 26 -2
ABERTIS 0,81 18 0,89 17 0,87 13 0,47 14 -1
BANKINTER 0,69 19 0,94 16 0,37 26 0,19 19 -3
FCC 0,57 20 0,40 26 0,06 28 0,00 31 6
INDRA 0,56 21 0,71 19 0,60 20 0,28 18 -2
ALTADIS 0,56 22 0,67 21 0,61 19 0,66 11 -1
CINTRA 0,54 23 0,68 20 0,00 31 0,00 29 -3
ENAGAS 0,53 24 0,49 22 0,64 17 0,71 10 -2
TELECINCO 0,52 25 0,47 23 0,00 35 0,00 35 -2
ACS 0,48 26 0,34 27 0,46 22 0,16 22
SACYR VALL. 0,44 27 0,21 28 0,00 34 0,00 33
NH HOTELES 0,40 28 0,20 29 0,00 33 0,00 32
METROVACESA 0,39 29 0,41 25 0,45 23 0,18 20 -4
SOGECABLE 0,29 30 0,42 24 0,53 21 0,00 34 -6
BANESTO 0,28 31 0,00 34 0,38 25 0,16 23
ANTENA 3TV 0,15 32 0,09 31 0,00 30 0,00 28 -1
PRISA 0,11 33 0,09 30 0,19 27 0,18 21 -3
ACERINOX 0,09 34 0,02 32 0,00 29 0,00 27 -2
FADESA 0,04 35 0,00 35 0,00 32 0,00 30

MEDIA IBEX 35 0,82 0,85 0,74 0,45

According to data, the total scores obtained on the information quality in the Contents
Section is once again below 1 point, and therefore it should be considered as
complementary or anecdotal information according to the information quality degrees
for this study.

Nevertheless, there is a positive and linear evolution of certain companies in previous
years regarding the inclusion of an Ethical or Behaviour Code comprising public
commitments in human rights, environment, labour relations and consumer protection
policies, although it is usually considered a code focused in employees and lacking a
certain base that bonds the interested parties to the special consideration by providers
and subcontractors integrated in the supply chain.
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Next section shows the SCR conclusions related to the contents assessments.

3.2.1 Information on Economic Indicators

Like in previous years, the information about financial matters is specially focused in
meeting the information needs of the shareholders and fulfilling the legal financial
obligations.

The documentation analyzed demonstrates how the companies provide a higher
quantity of financial and operative data which are very important in order to assess
their financial profitability and their expansion in different markets. But this same
content and the way it is represented, adds little value and makes it very difficult to
carry out a multidimensional financial, social and environmental analysis that allows
assessing their financial performance according to their social responsibility.

The companies analyzed, most of them multinational companies, work in very different
countries with different socio-economic realities and in which the impact of their
activities have as well very different consequences. This makes it impossible to assess

20



their contribution to development and the financial value generated by them if they do
not present the data disaggregated by country and if they do not present the figures
related to invoicing, profits, paid taxes, subsidies received, assets and R&D&i
investments, salaries, remuneration of board of directors, social benefits, training,
social movements, etc.

These financial data show most clearly that the no-participation of the interested parties
in the reporting process renders the information provided unuseful and makes it difficult
its publication. In many instances the data provided appear in disorder or are not
related to the section they appear in, and therefore they are valueless for the
assessment of the companies performance regarding the SCR. The reason for this, it
seems, may be due to the ignorance of the information necessities of their groups of
interest rather than to an obstacle to the information transparency by the company.

But there are still some financial aspects which the companies are reluctant to disclose:
received subsidies, paid taxes and labour costs of the countries they operate with
(I.C.3, 1.C.4 e I.C.9). Although many companies make big efforts to collect other types
of information more difficult to measure, such as the use of paper print, toner,
fluorescent tubes, water, energy, greenhouse effect, etc., the information related to
taxes, subsidies and salaries has been collected for years in order to meet the legal
account requisites.

Information about tax payment and subsidies reception is relevant for understanding
the conditions in which the multinational company is operating in a specific country and
to what extent is helping to the country’s development. In order to do this, it should be
disclosed a breakdown analysis of type of taxes by countries (this is particularly
important for countries paying special taxes for natural resources exploitation rights).
Information about the amount of subsidies received in each country should also be
disclosed.

It is remarkable that many of the analyzed companies, which are allotted issue rights
by the Spanish Government trading with these rights, do not declare these as estate
subsidies in the sustainability reports.

The information concerning donations to the community is generally related to social
and sponsorship activities, where they are described in very general and qualitative
terms; but there is scarce quantitative information regarding costs, number of
beneficiaries and objectives achieved.

As the I.C. 2 indicator shows, most of the companies, such as Acciona, Acerinox,
ACS, Altadis, Banesto, BBVA, Banco Popular, Banco Sabadell, Banco Santander CH,
Endesa, Ferrovial, Gas Natural, Iberdrola, Inditex, MAPFRE, Prisa, Repsol YPF, and
Telefonica, have share companies in countries offering favourable financial conditions
and which are considered as tax havens, and in which they avoid paying certain taxes
of the country they currently produce their riches. The consequence of this is a
negative impact on the countries in which they are allowed to pay such taxes, and
therefore, on all the citizens, especially in low development countries.

The transparency in the use of these tax haves is very limited. This research could only
confirm the existence of share companies with social address in tax havens, although
there is no way to know the real impact of their activities due to the lack of data and
relevant information.
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The financial institutions have a double responsibility regarding tax havens: their
responsibility of their own activities and of the disclosure of these operations to their
clients. In this line, it is important to highlight that out of the 6 banks included in this
research, 5 of them present share societies in tax havens; only Bankinter does not
inform of such holdings.

3.2.2 Information on Environmental Indicators
NO
COD. MEDIO AMBIENTE Empresas %
1.C.14 Principio de precaucion Medio Ambiente 7| 20%
I.C.15 Principio de prevencion Medio Ambiente 15| 43%
Informacion sobre multas asociadas a incumplimientos
1.C.16 asociados a Medio Ambiente 7] 20%
Impactos ambientales significativos de los principales
1.C.17 productos y servicios 6 17%
Actuacion de los proveedores en relacion a los
|.C.18 aspectos medioambientales 9 26%
La empresa asume la responsabilidad por los efectos
sobre el medio ambiente y la salud humana de todas
1.C.19 sus actividades 0 0%

I.C. 14 define el nUmero de empresas analizadas que se comprometen expresamente
con la aplicacion del principio de precaucidon en su actuacibn medioambiental, que
obliga a tomar medidas que reduzcan la posibilidad de sufrir una catastrofe ecoldgica,
a pesar de que se ignore la probabilidad precisa de que ésta ocurra.

I.C. 15 define el nUmero de empresas analizadas que se comprometen expresamente
con la aplicacion del principio de prevencién en su actuacibn medioambiental. Este
principio exige tomar medidas preventivas dado que se conoce la frecuencia relativa
de un evento catastrofico o puede calcularse el riesgo de alguna otra manera.

I.C. 16 define el niumero de empresas analizadas que proveen algun tipo de
informacion sobre las multas recibidas por la empresa en el ejercicio, relacionadas con
incumplimientos de normativa medioambiental.

I.C. 17 define el niumero de empresas analizadas que proveen algun tipo de
informacion sobre los impactos ambientales negativos que generan sus productos y
servicios.

I.C. 18 define el nUmero de empresas analizadas que aporta algun tipo de informacién
sobre requisitos exigidos a sus proveedores sobre aspectos medioambientales.

I.C. 19 define el nimero de empresas analizadas que establecen un compromiso
corporativo expreso de asuncion de la responsabilidad por los efectos sobre el medio
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“ambiente y la salud humana de todas sus actividades. La exigencia del indicador es |
' s6lo el reconocimiento expreso de su responsabilidad. |

Emisiones de gases de efecto invernadero

No hay datos
Bajo

Medio

Alto

Extremo

[ ]
L
[ ]
L]

Ejemplos de compromisos de empresas en el control de las emisiones de
gases de efecto invernadero.

Ejemplos donde las organizaciones han fallado en el control de las emisiones
de gases de efecto invernadero.

Paises donde las emisiones de gases de efecto invernadero son especialmente
altas.

Fuentes:
- El Centro de Analisis e Informacion sobre didxido de carbono

- La Agencia internacional de la Energia
- La Convencion Marco de las Naciones Unidas sobre el Cambio Climatico
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- The Energy Information Administration (Gobierno de Estados Unidos)

Este mapa ha sido elaborado por Maplecroft (http:/maps.maplecroft.com), obteniéndose de su pagina Web publica,
estando sujeto a derechos de propiedad intelectual. Las fuentes de recopilacion de la informacion son publicas. Las
leyendas del mapa han sido traducidas por Sustentia.

Vulnerabilidad al Cambio Climatico
No hay datos
Bajo
Medio

Alto

N RERERN

Extremo

Impactos reportados de cambio climético y de grandes cambios
meteordlogicos.

Paises donde la exposicién a los impactos del cambio climatico es
relativamente alta.

Fuentes:

- Organizacién Mundial de la Salud

- CIESIN - Center for International Earth Science Information Network
(Universidad de Columbia)
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- EM-DAT - Base de Datos Internacional de Desastres y Emeregencias
(http://www.em-dat.net/)

Este mapa ha sido elaborado por Maplecroft (http://maps.maplecroft.com), obteniéndose de su pagina Web publica,
estando sujeto a derechos de propiedad intelectual. Las fuentes de recopilacion de la informacion son publicas. Las
leyendas del mapa han sido traducidas por Sustentia.

Currently, it seems that the debate on the direct relation between human activities and
climate change has been overcome. It is clear that gas releases to the atmosphere, the
massive deforestation, the maodifications on the interior and coastal orography, the
increased air traffic, and so on are leading to a change in the standards that govern
earth climate in the last centuries.

It is also clear that among the human activities, business activities cause the most
serious environmental impacts. Nevertheless, the responsibility on climate change
cannot be assigned only to companies, as they are one of the links in the consumption
and production structure, of which other actors as consumers and governments also
take part.

Companies play a key role in responsibility management as they take investment
decisions that can avoid environmental impacts, take the necessary preventive and
control measures, improve their current production processes and, especially, manage
the most current information of what their activities cause. The publication of this
information is a commitment of the company with the society, as it affects all people,
and therefore it should be focused on accountability and not only on a systematic
communication.

In this line, none of the 35 companies analyzed establish a specific corporative
commitment about assuming their responsibility regarding the effects on the
environment and human health of all their activities (1.C. 19).

Nowadays, the publication of information regarding environmental aspects in the
annual reports of the analyzed companies is rather irregular and although some
companies do publish their sustainability reports according to the GRI standards, that
does not guarantee an standardization in the way the information is presented and
therefore comparing results among companies is not possible, unlike it happens with
the financial. Each company decides what information will be published and how it
should be done, regardless the information necessities of the parties interested in
these specific matters.

The goal of publishing the information related to the company’s environmental aspects
is to present a global overview of the impacts produced by its activities, as well as the
measures used to avoid or mitigate the negative side effects. According to the
information published, the details referred to the negative impact of products and
services offered by the companies, when cited (I.C. 17), are rather incomplete and
generally they are minimised or undervalued. Neither is there any information available
about indicators of impacts by countries or type of business. Therefore it is not
sufficient the description and enumeration of correction measures, or in the best of
events preventive, in order to assess the environmental role of the companies as they
are not related wit the impacts they produce.

The information provided by the companies about fines and sanctions related to the
environment is not exhaustive. They generally disclose information about paid fines
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and sanctions and not about how many sanctions, where they were imposed (country,
activity and project), what kind of impact they caused and what did the company do to
mitigate its effects and to avoid them happening in the future again. As shown in I.C.
16, only 20% of the companies provided certain related information though this is not
enough to assess the level of damages, their seriousness, or whether the costs of
sanctions have been assumed as inherent costs to the operation not relevant to the
benefits obtained.

The prevention principle (as in the Declaracién de Rio product of the Conference on
Environment and Development in 1992) means to adopt strategies focuses on
prevention and applied to risk management in situations where there exists scientific
uncertainty about the effects that certain activity can cause on human health or the
environment. The lack of commitments on this regard shows a reactive attitude to a
possible risk (1.C.14).

On the one hand, a problem affecting in a direct way the quality of the supplied
information is the difficulty in interpreting the data provided by the companies such as
emissions to the atmosphere, waste and water consumption, when references, both
internal (objectives and comparatives of the company’s performance) and external
(regulations, recommendations from organizations, sectorial data), are not attached to
them. As these are very technical features, if they are not presented together with
explanations and references the non-expert reader will have difficulties evaluating the
company’s performance. On the other hand, the data informing of the efficiency of
processes such as CO2/Kwh and absolute figures (millions of tons of COz) are very
important and show a real image of the real impact of the company’s activities.

It is especially interesting how the information provided by some companies about the
Kyoto Protocol consequences for their activities pays special attention to the financial
approach of the trading of emission rights in markets established for such purpose and
how the company will face the necessity of a bigger volume of emission rights in the
future participating in the different mechanisms of flexibility provided in the Protocol
from a perspective of meeting the environmental objectives established in it. In some
instances it is used to give an unfavourable opinion of the Protocol and the associated
mechanisms as they consider they affect their competitiveness.

It is observed how a vision of the future is possible where the total of atmospheric
emissions continues to rise, being insufficient the allocations obtained through
subsidies; however, there is a calm atmosphere due to the fact that emissions rights
will be bought; or there will be participation in projects considered to be of Collective
Action or Mechanisms of Clean Development (MCD) as a means of obtaining more
carbon credits.

The environmental responsibility of the companies, by means of their activities, also
extends to their subcontractors and suppliers. However, there are few cases in which
adequate information is provided as to how this responsibility is managed and what
results are obtained. Only 9 companies (1.C. 18) provide some type of information with
regard to the former. However, in the majority of the cases analyzed the information is
purely qualitative, mentioning the use of environmental management criterion in their
selection of suppliers or in the realization of audits of evaluation, but without providing
any figures or quantitative analysis of the results, nor any type of temporary progress.

As in previous studies, the information provided with respect to their operations and the
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impact of these operations on areas with environmental value and rich in biodiversity is
very limited. This is especially serious when a company conducts operations in remote
areas rich in biodiversity, where the scrutiny and control of the state and civil society
are at a minimum. Thus, it is even greater the responsibility of the company in the
conservation of these Global Public Possessions (like the Biosphere Reserves).

3.2.3 Information about labor Indicators
NO
COD. LABOUR RIGHS companies %
% of employees affiliated with unions and covered by 1
I.C.5 collective agreement by country 3%
I.C.6 Policies and nondiscriminatory procedures / 20%
I.C.7 Prevention of “mobbing” or workplace harassment 11 31%
10
Grouping of workers by regions/country, type of contract
and form of contract.
I.C.8 29%
I.C.9 Wage expenses by country 2 6%
The company expressly recognizes the right of the 14
.C.10 workers to freedom of association 40%
The company expressly recognizes the right of the 13
.C.11 workers to collective negotiation 37%
The company protects the rights of the workers 2
against current procedures in countries that do not
apply in their totality the international norms of liberty
of association and the right to unionization and
1.C.12 collective negotiation. 6%
Average of hours of training categorized by employee 11
1.C.13 and year, according to professional categories 31%

I.C. 5 defines the number of companies analyzed that provide information about the
percentage of employees affiliated with unions for each country in which they operate
and about the percentage of employees covered by collective agreement, also
providing information categorized by country. The requirement of the indicator, then, is
that it informs by breaking down both subjects by country.

I.C. 6 defines the number of companies analyzed that provide information in detail of
global policies, procedures, and programs dedicated to preventing all types of
discrimination in their operations, as well as in their support-systems and results. More
than just a mere commitment, the indicator requires documented evidence.

I.C. 7 defines the number of companies analyzed that establish an explicit corporate
commitment against mobbing or harassment in the work environment. The
requirement of the indicator is the internal reflection of the corporate commitment
(codes, policies, etc.).

27



I.C. 8 defines the number of companies that provide information about the staff. The
requirement of the indicator is to categorize in the very least by regions/country and
type of contract (permanent, temporary, ETT, etc.)

I.C. 9 defines the number of companies analyzed that provide information about the
wage expenses categorized by country. The indicator is required to inform of all the
countries in which it operates.

I.C. 10 defines the number of companies analyzed that establish an explicit corporate
commitment to the right of the workers to free association. The indicator is required to
mention the respect for this right in any country in which it conducts business.

I.C. 11 defines the number companies analyzed that establish an explicit corporate
commitment to the right of the workers to collective negotiation. The indicator is
required to mention the respect for this right in any country in which it conducts
business.

I.C. 12 defines the number of companies analyzed that establish an explicit corporate
commitment to the protection of workers” rights against current procedures in countries
that do not apply in their totality the international norms with regard to the freedom of
association and the right to unionization and collective negotiation (within the company
itself and in its entire chain of productivity).

I.C. 13 defines the number of companies analyzed that provide information about the
average of training hours categorized by employee and year. The indicator is required
to inform using professional categories.

The informative weaknesses with respect to geographic reach are constant. On every
occasion information is provided for the operations and impact of these operations in
Spain. There is a degree of inequality between this information and information that
arrives from third-world countries, sometimes even coming to situations in which
information from other countries is nonexistent.

The information provided by the companies with respect to workers” revisits the same
tendency just mentioned. This is especially serious when it is considered that the
countries in which the operations take place often coincide with those countries in
which the workers” rights have a higher likelihood of being infringed upon.

Likewise it is observed that the information about union membership in Spain tends to
be presented in great detail, including with names of the unions and membership
percentages, while the corresponding information for other countries is not in the same
proportion. When some information is actually provided, it is limited to short, specific
examples. The right to freedom of association and its corollary, freedom of
unionization are in doubt in a number of countries as reaffirmed by the continual
reporting of assassinations and killings of union members in countries like Colombia
(Amnesty International Report). Against such difficulties exercising these rights on the
part of the workers, it is surprising that the companies present there do not mention
anything with respect to this issue (Gas Natural, BSCH, BBVA, Endesa, Prisa, Repsol
YPF, Telefénica, Unién Fenosa y Mapfre). It does not call attention this fact once
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confirmed that, according to published reports, that less than half of the companies
expressly recognize the right of the workers to freedom of association in any country in
which it conducts business, independent of whether or not it has endorsed international
agreements to the respect.

More can be shown with respect to the right to collective agreement, which in the same
conditions, is only accepted by slightly more than 35%. This is especially worrisome
when the information about collective negotiation can be considered as a fundamental
indicator reflecting the importance that the companies give to the CSR and the
multistakeholder vision.

It is this way because, the workers being one of the groups of interest, the collective
negotiation not only responds to legal obligations that are beyond futile discussions
about voluntarily, rather that represent the mechanism of dialog and bidirectional
communication most representative of the relationship with the employees. Only two
mechanisms of communication with interest groups that have a general obligatory
character: the General Assembly and the collective negotiation with the employees.
The absence of information about either of these indicators proves the lack of credibility
in the CSR policies. Any CSR policy that is not based in the communication with its
interest groups does not deserve to be characterized as such.

For all of the previously mentioned, as already mentioned in the 2005 analysis, it is
essential that the companies commit to protecting the workers” rights in those countries
that do not apply in their totality the international norms to the respect. However, and
for what can be deducted from the reports, a detailed description of the “parallel
mechanisms” anticipated by the companies in order to guarantee the exercise of these
rights in the interior installations of the company without putting the security and lives of
the workers at risk.

In addition, nor do they break down wage expense information by country “IC9” (only
two of them do). The concept of the wage almost never disintegrates the
compensation for being laid off. In relation with the wage information, although in some
cases the data are presented by genre and category, this is strangely done by country,
and almost no report provides a comparative analysis of wages, for example the
percentage between the largest and smallest wage in the company, between the
minimum legal salary and the collective agreement.

The same occurs with the description of the staff. The tendency is to provide general
data, for example the number of workers on staff, information that is frequently
provided by country, but not in a specific manner by type of contract (temporary
workers, interns or contracted by Temporary Work Agencies). This information is
provided by less than 30% of the IBEX companies.

In general, the companies also do not provide very detailed information with respect to
the training or education of the employees. They tend to provide the types of courses
to which the workers have access, and on occasion the number of workers who are
recipients of these formative initiatives. But only 11 companies show the number of
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hours that each employee has received, indicating something of more importance, its
breakdown into professional categories. The importance of this breakdown comes
defined as indicative of nondiscriminatory measures in a manner that allows the
verification of the ability of the workers in lower positions to access measures that
permit them to move up in position in the same proportion as those to which the
workers in higher positions have access to.

3.24 Information about social Indicators

The companies affect and are affected by the environment in which they act; this is
done in terms of economics, the environment, labor, human rights, etc. At the length of
the analyzed information, the companies provide information about some of these
aspects, focusing on the interest groups directly implicated; however, they forget that in
many cases the impact can extent to other people who cannot be directly connection,
for example contractual, with the company. Likewise, references in the reports to the
impact of the activities in the communities that are affected of the company continue to
be very small in number. In general when they provide information with regard to this
impact it tends to be restricted to the environmental impact and not include the social
impact, which is underrated.

In some cases, the business of the companies analyzed is related with products or
services that form part of the necessities of the citizens, considered as such, and
protected by international agreements: for example, the right to decent housing, right to
water, right to information and to heath. For other services, i.e. electricity and
telecommunication, although they are not directly protected by international
agreements, it is not doubtful their impact on living conditions.

The companies provide this type of “public” service, as soon as they have the vocation
of being universal, they have the added responsibility in the sense that all of these
measures that make it impossible or difficult to access these, i.e. a failure in supply,
policies of speculative prices, lack of coverage of the entire geographic area, low
quality of the goods or service offered, exclusionary criteria in client acceptance, etc.,
can contribute to the infringement of the rights of the people affected.

For example, companies like Fadesa, FCC, ACS, Ferrovial, Sacyr Vallehermoso and
Metrovacesa, intervene directly in the providing of a service that should be directly in
accordance with the general interest, in the construction or promotion and selling of
housing. It is surprising that none of the companies informs about the particular,
beyond considering it in its business codes, without committing to observing and
respecting the norms that protect its sphere of influence with respect to the right to
decent housing.
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Something similar occurs with Antena 3, Prisa, Telecinco, Sogecable and their
commitment to the right of the people to information; Acciona, FCC y ACS with the right
to water, or MAPFRE with the right to health.

On other occasions it becomes evident that the company is making a profit with
products or services that generate a negative impact on the society; nevertheless, not
demonstrating, even formally, the assumption to the social responsibility created by
these activities. Such that Altadis among other business sells tobacco, and Prisa
obtains funds derived from the selling of bases and advertising space to prostitution
activities in which exist an evident risk to the infringement of some fundamental rights
associated with the dignity and integrity of the people, as the right to health, the right to
sexual freedom, or any other associated with children’s and women’s rights, among
others.

Although more and more companies are assuming that CSR is a much more
comprehensive concept than that of Social work, the latter having been integrated and
exceeded by the former, there continues to be confusion between the two terms in
various reports analyzed.

In addition as in previous years, it is evident that the majority of the companies
analyzed in the content relative to “relations with the community” show that they do not
submit themselves to an integrated process of dialog with the community. Rather, and
in the best of cases, they include no more than isolated references to financial projects
or other directives of the company.

Then, it is not only that the companies do not inform of the social impact of their
activities, but also that they do not give any importance to those representative voices
from the society that publicly denounce the social impact created by the companies’
operations.

For this reason in the individual analysis of each company, some reports of
organizations and social experts have been included (see Annex III).

3.25 Information about indicators related to polit ical participation
and corruption

NO
COD. CORRUPTION Companies | %
The company provides information about Codes of
Conduct about anticorruption and brivery
|.C.35 (anticorrupcion procedures) 18 51%
The company informs about the internal controls to
1.C.36 help prevent and detect the acts of corruption 11 31%
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The company informs about which procedures of audit
and certification its financing states employ to prevent

1.c.37 |fraud 18 51%
The company informs how it fights against the
1.C.38 laundering of money in its sphere of activity 9 26%

The company informs of politics and systems and
procedures, such as mechanisms of compliment
dedicated to the contributions companies and
1.C.39 instruments of political pressure 2 6%

The company provides information about the quantity of
money donated, loans remitted, or contributions made
to institutions and political parties by country and
mention of the entity that received it.

1.C.40 3 9%
Prevention of corruption and bribery between

1.C.41 companies 7 20%
Prevention of corruption and bribery of national and

1.C.42 international officials 6 17%

I.C. 35 defines the number of companies analyzed that provide information of aspects
relative to corruption and bribery in its Codes of Conduct. The demand of the requisite
is a corporate commitment explicitly reflected it its internal documents and or in its
concrete, established mechanisms. It should inform about these aspects as well as
aspects relative to the stock market covered by the Rules of Conduct of the Values
Market.

I.C. 36 defines the number of companies analyzed that provide information about the
existence of quantifiable internal controls to help prevent and detect acts of corruption.
The demand of the requisite is the mention of political procedures or concrete
established mechanisms.

I.C. 37 defines the number of companies analyzed that provide information about audit
and certification procedures of its financing states in order to prevent fraud.

I.C. 38 defines the number of companies analyzed that provide some type of
information about how it fights against money laundering in its sphere of activity. The
demand of the requisite is the mention of concrete mechanisms.

I.C. 39 defines the number of companies analyzed that provide a description of the
policies and systems of transmission/procedures, such as the performance
mechanisms dedicated to contributions and instruments of political pressure. The
demand of the requisite is the mention of policies, procedures, or concrete, established
mechanisms.

I.C. 40 defines the number of companies analyzed that provide information about the
amount of money donated, loans remitted, or contributions made to institutions and
political parties, with a breakdown by country and mention of the country that received

32




it. If the company claims to not have contributed anything, it should specify that it has
not done so in any of the countries in which it operates.

I.C. 41 defines the number of companies analyzed that provide information about what
they do to prevent acts and decisions that facilitate corruption and bribery among
companies in its sphere of activity. The demand of the requisite is an explicit
commitment and the mention of measures set forth to ensure its fulfilment.

I.C. 42 defines the number of companies analyzed that provide some type of
information about what they do to prevent acts and decisions that facilitate corruption in
public officials both national and international in its sphere of activities. The demand of
the requisite is an explicit commitment and the mention of measures set forth to ensure
its fulfillment.

Corruption and Transparency:

There are no data
Low

Medium

High

Extreme

_| [N
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$ Baja propension de pago de sobornos en mercados emergentes por parte de
los directivos empresariales ese pais.

$ Media propension de pago de sobornos en mercados emergentes por parte de
los directivos empresariales ese pais.

$ Alta propensién de pago de sobornos en mercados emergentes por parte de
los directivos empresariales ese pais.

Sources:

- Transparency International

This map has been elaborated by Maplecrof (http://maps.maplecroft.com) obtained from its website and subject to
intellectual property rights. The sources of the compiled information are public. The legends of the map have been
translated by Sustentia.

In recent months the press has reflected the social alarm related to the cases of
corruption made public in our country, opening a debate as to possible solutions to this
curse that has affected as much our societies as well as third-world countries in which
Spanish companies operate, where the risks are considered higher. The responsibility
for its solution is shared by different social actors; there is consensus that the
companies have an important role in the prevention of corruption.

It has already been mentioned in the previous report that in recent years there has
been a rise in the number of companies that approve an Ethics or Conduct Code that
establishes the manner of conduct of the persons and entities affected by said code
should have with respect to the different interested parts, especially with respect to
those behaviors especially prohibited.

These conduct codes have content related to the RSC of the company. Among others,
there are those aspects related to the prevention of corruption. The number of
companies that include in these types of codes aspects and conducts related to the
prevention of bribery and corruption, having been identified, as the 1.C.35 shows, that
only 18 companies inform with respect to this, four more than the previous year. This
analysis is looking to quantify how many companies have an explicit corporate
commitment to fighting against corruption, reflected in internal documents and or
concrete, established mechanisms. Some mechanisms about those that provide
information are the establishment of a canal of denunciations for employees, although
on few occasions quantitative and qualitative analysis is provided for the denunciations,
investigations and consequences. In reference to other internal mechanisms, as it is
shown in the indicator 1.C.36, 11 companies inform with respect to the existence of
guantifiable internal controls in order to prevent and detect acts of corruption.

The information provided by RED ELECTRICA, in reference to its management
systems directed at the control of corruption, is considered to be of good quality of goof
practices. It has as a beginning of RSC the fight against corruption and informs about
specific internal audits in 15 of the 18 directives of the company about those processes

34



identified as having a higher risk potential: the management of purchases of services
and equipment, management of finances and wages, payments and
construction/works.  Additionally, it informs about having received 70 external
evaluations. As a result a case of detected corruption is referred to about which no
details are given and stated that disciplinary action was taken.

On the other hand, it is also significant that with the degree of “maturity” and history
that the financial auditors have, if we compare them with audits and RSC certifications,
only 50% of the companies of IBEX 35 include information about the controls directed
at preventing fraud in said audits, just as it is shown in the indicatory |.C.37.

In reference to the laundering of money, in the indicator 1.C.38, it is observed that only
9 companies provide information about methods intended to keep this from happening
in its sphere of influence. None of the other companies even mention in the slightest a
commitment to such. This becomes especially grave in sectors already sensitive to
this problem, as that of construction. Another sector with more impact on this aspect is
that of banking. Of the 9 companies mentioned, 5 are banks, meaning that not even all
of the financial service IBEX companies inform of established methods in this sense.

In accordance with that shown in the indicator 1.C.39, only 2 companies of IBEX 35
provide a description of the policy and management/procedural systems, as with the
performance mechanisms dedicated to the control of contributions and instruments of
political pressure. On the other hand, as it is reflected in the indicator 1.C.40, only 3
companies informed of having made contributions to political parties or used other
instruments of political pressure. A few mention their more or less explicit commitment
to not make these types of contributions, however, without providing any evidence as
to the existence of mechanisms that would assure the fulfillment of this commitment. It
is interesting to highlight that the case exists in which it is mentioned that the company
applies a principle of neutrality with respect to the political realm, however, without
stating explicitly if this means the absence of contributions to any political party or
instrument of political pressure or perhaps just paying them all equally.

As good practice with respect to the publication of data about financial donations made
to political parties or institutions, it is remarkable and very positively valued the effort
made to transparency on the part of TELEFONICA. The company informs of having
made donations to political parties in Colombia, to three Chilean foundations, and to
four Spanish entities related to the ideology of different political parties without
mentioning which entities these are exactly. Although it is a given that transparency
carried out is good practice, it would be convenient if information were provided that
permitted the understanding of how these donations fit the criteria and established
principles, the legality and impartiality of its politics, as is affirmed in the report.

In the sphere of the internal relation of the private sector, in transactions and
commercial relations that are not included in the public administration, only 20% of the
IBEX 35 companies provide information about what they do in order to prevent acts
and decisions that facilitate corruption and bribery within companies (1.C.41). They are
situations that are in the first place directly detrimental to the paying company, and
lastly provoke higher costs in the chain of value and inefficiencies of the market and
affect free-trade and competitiveness, which in the end are factors that affect the
society in general.

Lastly, only 6 companies provide information about methods used in order to prevent,
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in its sphere of activity, acts and decisions that facilitate the corruption of national and
international public officials.

3.2.6 Information about indicators of Human Rights
NO
COD. HUMAN RIGHTS Companies %

Commitment of the company to respect human right

I.C.28 |equally in operation its country of origin as in any other 11 31%
country in which it operates.

1.C.29 The company provides information as to its disuse of 13 37%
forced or obligatory work.

1.C.30 The company prowdes_: information about guarantees 15 43%
that it does not use child labor

1.C.31 The' company provides |r)for'mat|on abo_u'; ;ecurlty and 9 26%
hygiene norms related with its local activities.

|.C.32 The ,company prov’ldes comparative data b_etween 8 2304
men’s and women’s wages and by professional scale.
The company provides information about how it
recognizes and respects the principle of consent of the

.C.33 |.~ o 0 0%
indigenous people and communities to be affected by
development projects (in its sphere of influence).

1.C.34 | Control on Human Rights in suppliers. 3 9%

I.C. 28 defines the number of companies analyzed that establish an explicit corporate
commitment to human rights equally in activities that take place in their country of
origin as in any other countries in which they are active. The indicator demands a
commitment to the equal treatment of the countries with respect to the HR.

I.C. 29 defines the number of companies analyzed that establish an explicit
corporative commitment to not directly use forced or obligatory work, nor in its entire
chain of production, or in the companies in which it invests. The indicator's demand is
the explicit corporative commitment reflected in internal documents and or concrete
established mechanisms. It is not sufficient the adherence to the Global Compact.

I.C. 30 defines the number of companies that establish an explicit corporative
commitment to not use child labor internally, nor in its entire chain of production or in
the companies in which it invests. The indicator's demand is the explicit corporative
commitment reflected in internal documents and concrete established mechanisms. It
is not sufficient the adherence to the Global Compact.

I.C. 31 defines the number of companies analyzed that provide information about the
security and hygiene norms related with its local activities. It is necessary that this
information cover the entire geographic area in which the company operates.
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I.C. 32 defines the number of companies analyzed that provide comparative
information between men’s and women'’s wages by sex and professional scale.

I.C. 33 defines the number of companies analyzed that provide an explicit corporative
commitment to recognizing and respecting the principle of consent of indigenous
people and communities to be affected by development projects. The indicator's
demand is as much the explicit commitment as it is the mention of policies, procedures,
or concrete established mechanisms.

I.C. 34 defines the number of companies analyzed that provide information about their
policies of control of their suppliers with respect to human rights that include specific
management systems that imply obligations for the suppliers and systems of the
verification that these obligations are being met. It is not sufficient the mentioning of
ISO 9000, 1ISO 14000, OHSAS of labor risks

Risks in Human Rights

There are no data
Low

Medium

High

Extreme

_| [N

Examples as to how the companies commit to positively managing the risk of
human rights.
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Examples of reports of company complicity in violations of human rights and
where the companies are exposed to potential risks on HR.

Sources:

- Amnesty International
- Human Rights Watch
- U.S. Department of State

This map has been elaborated by Maplecrof (http://maps.maplecroft.com) obtained

There is no data
Low

Medium

High

Extreme

BECOO

Hot spots.

Counties and companies that have been criticized for inadequate
ce or laws with respect to child labor
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Sources:

UNICEF
International Labor Organization, ILO
- U.S. Department of State

This map has been elaborated by Maplecrof (http://maps.maplecroft.com) obtained from its website and subject to
intellectual property rights. The sources of the compiled information are public. The legends of the map have been
translated by Sustentia

Risk of violent conflict

There is no data
Low

Medium

High

Extreme

>  EEOOO

Significant terrorist incidents.
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Situations in which the companies have poorly managed the risk of conflict in
their own judgment and in that of the society in general.

Sources:

- UCDP - Uppsala Conflict Data Program
- International Crisis Group

This map has been elaborated by Maplecrof (http://maps.maplecroft.com) obtained from its website and subject to
intellectual property rights. The sources of the compiled information are public. The legends of the map have been
translated by Sustentia

Spanish companies have been operating in international markets for years. The
diversity of the business sectors to which they are dedicated and of the countries in
which they operate is constantly expanding. From extraction of natural resources in
Latin American countries to airport operations in western capitals even construction
activities in Eastern Europe.

This diversity, in environments where there the legislation present is not always
sufficient with respect to Human Rights, which makes it necessary to confront particular
risks derived from the business-country relationship. Risks that should be known how
to adequately manage.

In situations of violent conflict, the security of the employees or of the same
installations or interests of the company on occasions is not guaranteed. In such
circumstances, some companies decide to guarantee their interests or those of their
employees by means of the hiring and outsourcing of security services and
surveillance. Nevertheless, the use of security and surveillance in this atmosphere, for
the obvious risks they imply, should be accompanied by policies to this respect and
contract clauses that establish requisites of personnel training in aspects of DD HH and
protocols about the use of force, as well as the commitment to not contract security
forces from the public order of these countries, as the international norm requires.

In countries like Colombia, in a situation of extreme risk as much in violent conflict as in
violation of the DD HH, 9 companies belonging to the IBEX 35 conduct business (Gas
Natural, BSCH, BBVA, Endesa, Prisa, Repsol YPF, Telefénica, Union Fenosa y
Mapfre).

It is surprising that in general in all of the companies there is a lack of information about
procedures in place in order to guarantee respect for human rights on the part of these
security services. Further more, while the reporting of violations made by social
organizations and international institutions are growing, there has been no
aunmentation with respect to the information that the companies provide since the
2004 studies until the present date.

As the risk of violation of the DD HH is different in Spain than in other countries in
which the companies operate, it is shocking that less than a third of the companies (11
of 35) analyzed publicly commit to respecting human rights equally in their activities
realized within their country of origin as in any other country in which they operate,
independently of whether or not the legislation for each country guarantees it or not.
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Their behavior is no better with respect to the indigenous communities that inhabit
areas in which Spanish companies operate. Not one IBEX 35 company recognizes nor
respects the principle of consent of the indigenous people and communities to be
affected by development projects, including those that the companies are conducting.

In spite of this exception, at least the showing of a public commitment in line with the
international rules has begun to grow (Universal Declaration of Human Rights, ILO
Conventions,”_etc.) or with respect to a determined right (freedom of association, right
to health), although this does not necessarily mean that information is provided as to
the implantation of a system in order to follow such commitments nor with respect to
any verifiable result of these. This can be summarized by saying that information about
corporative commitments in this area has risen, but there continues to be very little
integration of these commitments in their operations and procedures.

As an example of commitments that are not reflected in policy, procedures, and
systems of control, there are the prohibition of using child or slave labor, of which less
than 40% (almost 10% less than last year) have made a public commitment to the
respect.

Nor are advances related to the control exercised in the chain of supply appreciated.
The potential impact on the DD HH is multiplied the more variety of agents that
intervene (contractors, subcontractors, suppliers, distributors, etc.) in the production or
distribution of the goods and services that the company offers. Less than 10% of the
companies analyzed affirm using management systems that imply obligations in the
area of the DD HH for the suppliers and that include at the same time systems in order
to ensure the carrying out of such obligations.

Another example of an area lacking is related with public commitments to
antidiscrimination and, especially, that which affects women. Statistics from the
Women’s Institute indicate that in general, in the Spanish companies, there is a large
gap between salaries of men and women and a lack of women in positions of power
and decision-making. Due to this situation it becomes absolutely necessary to know
the differences in wage by gender. However, this will not be sufficient if at the same
time it is not also provided a breakdown by professional categories that allows one to
see if the majority of the women are found in low levels of the scale, or on the contrary,
are beginning to be seen in the high levels of management and administrative
assistants.

However, the information publicized by the companies has a certain opacity when it is
observed that more than 75% do not include in their reports of the difference in the
rankings of wages between men and women by professional scale, and only one of
them, Telecinco, assures its desire to ensure that, in filling open positions in the
Administration Board, the selection procedures will not exclude the selection of women,
and that it encourages the search for and inclusion of women who meet the
professional qualifications on the list of possible candidates.

3.2.7 Information about indicators of consumer prot ection
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NO
COD. CONSUMPTION Companies %

The company provides information about the
observance of laws and regulations related to the
I.C.43 | protection of consumer rights, applicable in the 1 3%
countries in which it operates. Also the international
norms related to consumer protection.

Number and type of the breach of the rules concerning
I.C.44 |violations of consumer rights, as well as penalizations 1 3%
and fines suffered for these infringements. By country

The company provides information about its
I.C.45 |renunciation of commercialization based on false 11 31%
statements or deception.

The company provides information about its

.C.46 renunciation to the use of abusive contractual practices.

1 3%

The company provides information about mechanisms
I.C.47 |in place for the solution of complaints / claims / 3 9%
compensation of the consumer.

Quantitative data about claims, number of, cause of,

.C.48 and result of their handling.

7 20%

Description of policies and descriptions of management
I.C.49 |and procedures, as well as mechanisms to provide 2 6%
consumer privacy

Number and type of the infringements of the rules
I.C.50 |regarding the health and security of the client, also 5 14%
penalizations and fines suffered as a result.

I.C. 43 defines the number of companies analyzed that provide information about the
observance of laws and regulations regarding the protection of consumer rights
applicable in the countries in which they operate, also regarding international norms to
the same respect. The criterion requires that they show an explicit commitment and
application of international legislation when the national law does not guarantee this
level of protection.

I.C. 44 define el nimero de empresas analizadas que informan sobre el nimero y tipo
de incumplimientos de las normativas referentes a derechos del consumidor, asi como
sanciones y multas impuestas a estas infracciones. Se debe presentar informacién
desglosada por pais.
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I.C. 45 defines the number of companies analyzed that inform about the number and
type of infringements of the rules regarding consumer rights, i.e. penalizations and
fines suffered for. The information should be separated by country.

I.C. 46 defines the number of companies analyzed that establish an explicit
corporative commitment to renounce commercialization based on false statements or
deception. The indicator’s requirement is only the acceptance of the commitment.

I.C. 47 defines the number of companies analyzed that provide information about
mechanisms for the solution of complaints/claims/compensations of the consumers. In
order to judge this positively there must be a handling system to the respect in place
and include information regarding mechanisms for compensation.

I.C. 48 defines the number of companies analyzed that provide quantitative data about
claims, number of claims and the result of their handling.

I.C. 49 defines the number of companies analyzed that provide information about
policies, management systems, and procedures, i.e. mechanisms for their fulfillment,
regarding client privacy. It is required that the information be broken down by country
and specified to which countries it applies.

I.C. 50 defines the number of companies analyzed that provide information about the
number and type of infringements of the rules regarding health and security of the
client, i.e. penalizations and fines suffered as a result of. It is required that this
information be broken down by country.

The commitment of the companies to the observance of the national and international
rules regarding protection of consumers” rights, in all of the countries in which they
operate, is of much importance due to the fact that the legislation from one country to
another in which the multinational companies operate is very unequal.

It is especially important that when the local laws regarding consumer protection are
inferior to those rules in acceptance internationally, the company accept and follow the
international norm. According to the information analyzed, only one company mentions
this commitment (1.C.43).

From the point of view of transparency, in order to follow through with the principle of
neutrality and in order that the interested parts have the possibility of measuring the
performance of the company, it is necessary that the companies make public
information about the infringement of the related laws or accepted norms. The
indicator 1.C.44 measures the number of companies that inform about the number and
type of penalizations and fines due to these infringements. It is required that the
information be broken down by country; only one company complies with the indicator’s
requirements.

The practices related to the commercialization of a company that commits to the
respect of consumer rights should be based in the honesty of the messages it sends.
The message should coincide with the reality that it offers, renouncing false statements
or deception. Furthermore, in a setting such as publicity where the companies are
counted on to be self-regulating, it is even more important if the company has
expressed its commitment to not using false advertising or deception. According to the
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indicator 1.C.45 there are 11 companies analyzed that include this information.

As last year, only one IBEX 35 company (BBVA) mentions its corporative commitment
to not use abusive contractual practices (1.C.46). This commitment is especially
important in settings where a relationship is established between the company and the
consumer where the former is in a situation of control over the latter. This happens
most often when the consumer’s choices are very limited, there being few to no other
alternatives, which can be the case in public services administered by the companies.
This situation also occurs when the personal situation of the consumer puts him or her
in a position of weakness to complete the established requirements of the market, as
can be the difficulty in accessing credit for certain immigration populations.
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BANCO SANTANDER CENTRAL HISPANO, S.A.
(GRUPO SANTANDER)

|. GENERAL INFORMATION

Products/services

Banco Santander Central Hispano is the parent company of Grupo Santander that
offers bank services to private customers, small-medium companies, private and public
institutions and services as corporate and investing banking, insurance, private
banking, investment and pension funds management.

Geographical level

The financial company operates at international level, especially in Spain, South
America and United Kingdom (through Abbey- sixth largest British bank and second at
the mortgage market). At present Grupo Santander has the widest international office
network.

In the South American geographical area in 1950, Grupo Santander created a
department with offices in Mexico, Argentina, Venezuela and Cuba. Afterwards Grupo
Santander bought First National Bank of Puerto Rico and in 1982 it bought Banco
Espanol in Chile.

In 1987 Grupo Santander acquired the CC-Bank, German vehicle financing society.
In 1988 Grupo Santander strengthened the alliance with The Royal Bank of Scotland.
In 1994 it purchased Banesto, the fourth largest Spanish bank.

Between 1994 and 1998 Grupo Santander created the Banco Santander Mexico,
purchased Banco Mexicano, Banco de Venezuela, Banco Rio in Argentina, Banco
Peral do Comercio and Banco del Noroeste in Brazil.

In 1999 the merger between Santander and Banco Central Hispano took place and
during the same year, an agreement was made to purchase the banks Totta & Acores
and the Portuguese bank Crédito Predial.

In 2000 it acquired Grupo Mexicano Serfin, third largest bank in Mexico and at the
same time, it carried out a strategic alliance with Bank of America in Mexico, which
bought 24.9% capital stock of Grupo Financiero Santander Serfin.

In 2001 the takeover bid for the 67% of Banespa was successfully accomplished.

In 2002 Grupo Santander purchased 35% capital stock of Banco Santiago that
afterwards merged with Banco Santander Chile to create Santander Santiago. The
same year the German Financing AKB group is purchased. Banco de Venezuela is
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merged with Banco Caracas. In December Grupo Santander carried out a strategic
alliance with Bank of America in Mexico that buys 25% capital stock of Grupo
Financiero Santander Serfin.

In 2003 Santander Consumer is set up. It includes all consumers’ banking business in
Europe. In March, the lItalian financing society Finconsumo is merged into Group
Santander. In May, it is the South American private bank Coutts & Co that joins the

group.

In 2004 Santander Consumer purchased Polskie Towarzystwo Finansowe SA, a
Polish vehicle financing company.

Between July and November 2005 Abbey, sixth British largest bank, is taken over.
In 2006 the American Sovereign Bank and the consume financing company Drive
Financial are acquired for the group that has also increased its presence in lItaly by

taking over 70% capital of Italian Unifin and 100% of KBL FuFumagalli Soldan.

Moreover, Grupo Santander is present in Portugal, Czech Republic, Hungary,
Scandinavia, USA, Puerto Rico, Colombia and Uruguay.

Socially Responsible Investment Stock Indexes

During the financial year 2006 Santander informed that it quoted in the following
Socially Responsible Investment Stock Indexes:

- Dow Jones Sustainability Index

- ASPI Euro zone

-  FTSE4Good

- Ethibel Excellence Global Index

- Ethibel Excellence Europe

International Standards

In the analyzed information regarding GRUPO SANTANDER, no reference to the
International standards has been found.

Voluntary Standards

GRUPO SANTANDER informs that it has voluntarily joined the following standards
related to the Corporate Social Responsibility (CSR) contents and management
systems:

- In April 2002 signs the World Agreement whose objective is to
recognize and promote 10 principles regarding human rights, work
rights and the environment.

- In 1998 joins the United Nations Environment Programme Finance
Initiative, focused on the contribution for sustainable development.

Documents included in the analysis

To analyse the quality of the information related to the company CSR, the information
included in the following documentation has been taken into account:

46



DOCUMENTATION COMMENTS

Annual report

Financial Memory

CSR Annual Report When preparing the CSR report for 2006, GRUPO
SANTANDER has followed the principles and
indications given by G.R.I. for G3. This
organization checked the GRUPO SANTANDER
documents as A+

Annual Report on Corporate Governance
Shareholders’ Meeting Regulations
Board of Directors Regulations

Code of Conduct

Stock Markets’ Code of Conduct

Report of the Audit and Compliance
Committee

Report of the Remuneration Committee

a7



[I. RESULTS’ TABLES

Table 1 — Tools and Standards valuations

Table 2 — Analysis Basis Valuations

Information quality grades
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[ll. CONCLUSIONS

A. GENERAL

The general valuation of the analyzed information according to the tools and standards
used in this report is 1.48, placing it in poor information scale.

The valuation of the contents on different aspects of CSR and the quality of the
supplied information (according to the GRI indicators and the standards about the
transnational companies and other business companies working in the ONU human
rights sphere) is 1.27 placing it in poor information scale.

The valuation of the supplied information concerning the management system
according to the used tools (GRI Profile and Principles, Principles and Indications
AA1000 and the New Economics Foundations valuation model principle) is 1.34
placing it in poor information scale.

The valuation of the Corporate Governance stands out among other aspects in social
responsibility analyzed in this study because it is the only one that passes the low level.
The Corporate Governance value reaches the area incomplete information with 2.32.

The fifth GRUPO SANTANDER CSR report has adapted its contents presentation to
the G3 version of the Global Reporting Initiative (GRI). The structure is similar to the
one used in previous years, that is, a simple format and a structure and clear language
that help to its understanding. However it is not possible to appreciate the neutrality,
inclusivity and objectivity criteria application on the information presentation. The result
is that it is difficult to interpret the given information to value correctly the impacts and
externalities that the company causes with its activities.

Regarding the implemented management processes to supervise the social and/or
environmental risks, it is not possible to deduce from the analyzed information that
GRUPO SANTANDER has an integrated CSR management system and that it reaches
all the activities, business lines and companies that make up the group at present. It is
also not possible to deduce the existence of clear and structured CSR policy referred to
a previously set strategy.

Among the 3 analysis based in this report, the Corporate Governance’s is the report
that has obtained the best valuation. The given information is wide so it can be
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deduced that it is one of the analysis areas which GRUPO SANTANDER is developing
with more interest. This aspect is utterly related to the property structure and the
sensitive banking aspect, main business line for GRUPO SANTANDER.

From the analysis of the given information it cannot be inferred that GRUPO
SANTANDER has a CSR management system and that it reaches all the company’s
activities and business lines. Despite in the last page of the report a person is named
as responsible for the CSR department, no data have been found about the
organization structure and the company’s decision process regarding CSR. There is no
evidence about the identification processes for risks and social and/or environmental
opportunities or about any processes or mechanisms organized strategically to lighten
them. On the other hand the implications of the policies described in the report are
limited to the Grupo Santander’s businesses in Spain. From the analyzed information it
cannot be deduced that an integrated CSR policy for the whole Grupo Santander exists
either procedures or standardized policy definition and implementation mechanisms or
actual coordination systems among the countries or the banking areas.

B. CSR CONTENTS

In 2006 GRUPO SANTANDER has published a CSR independent report referred to its
activity in 2005 in which appears information regarding the organization’s social and
environmental sphere. To analyze the aspects related to CSR contents, different
reports have been taken into account: the CSR report, the annual and the financial
reports, the code of conduct in the stock market, the annual Corporate Governance
report and a document about the company environmental policy.

The contents of the CSR report are shown according to the bank “sustainability map”
that includes 3 parameters: A sustainable activity, a sustainable structure, a
sustainable environment. In each of them Grupo Santander identifies and classifies its
areas of interest. In the analyzed information it has not been possible to find an
explanation to the change in the structure and the classification criteria when
presenting the contents: the suppliers’ section has been changed from Sustainable
Activity Sustainable Structure.

Regarding the quality of the contents included in the analyzed information and
regarding the financial year 2005, no fundamental improvements related to CSR have
been found. The analysis result according the used methodology reaches in most
cases the level low.

The analyzed information is completely addressed to clients and shareholders as a
self-complacent and positive message that spreads all over the report avoiding a real
valuation of the company’'s impacts and the implemented processes to lighten the
negative effects provoked by the banking activity. The lacking of exactness and amount
of pieces of the given information get worse when it comes to human rights, work and
environmental rights in the geographical areas at risk that is countries with non
guaranteed environment.

Some incongruities in the given information regarding several indicators related to the
financial year 2005 have been found in the present analysis (as in last year’s). Different
numbers are reported in years 2006 and 2005 regarding the latter with no explanation
about the causes of the difference. This aspect makes that the given information
misses reliability and comparison possibilities. It also questionates the external
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verification processes. Some examples that help to understand the aforementioned
situation are the following:

INDICATOR* Year 2005 (CSR | Year 2005 (CSR
report 2006) report 2005)
Amount of managed electronic | 292 734
purchases *
Paper expenses 308.400 2.277.000
Percentage over total amount of | 51,17% 28,51%
recycled paper
Energy consume in gigajoule 98.734 721.084
Water consume 467.715 1.202.000
Client’s complaints to Customer Care | 128.157 1.012.530
offices

Source: 2004 CSR report, 2005 CSR report (GRUPO SANTANDER).

No explanation has been found in the analyzed information to clarify the discrepancy
existing between the 2005 CSR report and the 2006 report.

Grupo SANTANDER gives very few quantity data and the differences found in the
presentation of many of them may cause that the reader misses sufficient elements to
make an analysis based on the continuous improvement grade.

In many occasions the analyzed information has a limited geographical range which
does not allow having a complete idea of the Grupo SANTANDER management. This
fact is more worrying when no sensitive data are provided about the banking business
or about human rights or work aspects in countries where the legal and institutional
guaranties are minor to those existing in Spain and the life conditions are much more
difficult.

The most relevant conclusions about the analysis are listed now by subject areas.

In the economic dimension GRUPO SANTANDER has a special responsibility because
of the economic activity it carries out: as a banking intermediary it has great capacity to
create development depending on the credit destination (small-medium companies,
underprivileged populations, sustainable businesses...) and because in many countries
it is the first or one of the largest financing groups.

Grupo Santander presents detailed financial information in its financial and annual
reports; however it is not possible to get the main part of this information from the CSR
report. The language used in these reports is technical and in many occasions data
must be deduced from them given information so large knowledge about the banking
accountability rules is needed. Nevertheless the information analysis allows the
valuation of the business development during 2006 which is more related to the
standard requirements to illustrate the financial information that compel financial
intermediaries with the capacity to obtain reimbursable public funds than to the
company'’s effort to offer clearness.

! Data referred to paper, water and enegy consume are limited to the Central offices.
% In million of Euros.
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In the analyzed information, given mainly in the Annual Report and not in the CSR
report, anecdotic data about the market share appear but they are only referred to
some countries and related to some products.

It is a very hard issue to correlate social and/or environmental aspect with the
economic dimension. However some transcendental elements in banking business
have been identified and it would be desirable to correct it from a socially responsible
behaviour: while the South American area gives 36% benefits to the group, 23% of
clients’ debits and 34% clients’ off-balance resources, GRUPO SANTANDER only
invests 10% through clients’ credits in South America. This is a significant piece of
information because this area needs more resources than any other where the bank is
acting. A higher investment volume would mean higher development in the area. If we
compare the credit investment information to year 2005, the tendency grows in 2006
instead of been corrected because the credit investment percentage in South America
changes from 11% in 2005 to 10% in 2006. This situation gets worse in countries as
Mexico where the comparison is between 3% of credit investment and 7% clients’
debits. According to this it can be established that there is a resource transfer from
South to North. .

Regarding issues as the tax payment and the grants received, insufficient information
has been found and there is also an inappropriate breakdown of the typology and
country to quantify the Grupo Santander contribution to the public resources of the
communities where it is developing its business. In the financial report a list of
countries where the bank has affiliate companies or carries out a financial activity can
be found. On 31st December 2006 GRUPO SANTANDER has 41 affiliate companies in
tax havens.

As it refers to staff expenses, information given is added in the profit and loss account
but there is no evidence that it is shown separately by country and concept. However it
can be seen that while 52% employees out of the total staff amount works in South
America, the staff expense percentage assigned to this area is 34% out of the total
amount. This means that an employee out of the South American area earns an
average of 2.1% more than the average income of a South American employee.

As regards to the information about a fair and reasonable salary or how the company
pays to its employees a salary that guarantees an appropriate standard of living for
them and their families, the group does not indicate the minimum standard salary for
new employees in every country, it does not correlate the minimum standard salary of
the company per country with the legal minimum or with the basic basket market of the
country. These facts make difficult to analyze the fairness in the salary policy.

GRUPO SANTANDER claims to invest 106 million euro in corporate social
responsibility. Comparing the amount inverted the previous year, 92 million euro, it
means 15% increase. However it cannot be deduced which system the Group Board of
Directors uses to decide which amount to invest. Despite the increase in general terms,
if the benefits in 2005 and 2006 are compared to the inverted amount, it can be proved
that in relative terms, the obtained benefit percentage is lower in 2006 than in 2005
(1.48% in 2005 and 1.39% in 2006).

From the analyzed information it can be deduced that the 106 million-worth investment
has been concentrated on social activities not on CSR. Social activity is part of CSR
but it can never be a substitute of development in adequate management processes for
CSR policies. In the analysis of “CSR Investment”, 77 millions out of 106 have been
addressed to university projects and the 29 left to social and cultural activities. In the
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analyzed information no breakdown is found about the group foundations management
and what is managed through other institutions and no separated investment data are
given per country. At this point it could be open to question that part of the
cost/investment at universities is included as social activity. It could be reclassified as a
higher financial cost because the agreements signed up generate direct considerations
to the banking business: Acquisition of University teaching and investigating as well as
administration staff's salaries, university card for students through the Banco
Santander credit card, University Treasury management, assets operations for
Treasury and investments.

As regards to the suppliers, Grupo Santander has acquired from third parts in 2006
worth 4500 millions of euro. It is mentioned that from this amount, 95% are local
suppliers but it is only necessary that the company makes operation in the country
where the acquisition takes place and that it is invoiced in local currency.

The company claims to have a supplier selection, homologation and evaluation system
that according to the group “guarantees the same relationship with suppliers in every
country that take part in the Global Acquisition Model and that it secures that all public
persons and companies that offer goods or services have enough financial and
productive capacity to participate in its tenders”. Grupo Santander obliges its providers
to sing a protocol where 10 principles of the UN World Compact are specifically written
down. However, Banco Santander only allows 1% of suppliers has been analyzed in
human rights issues and does not give any information about the results of this
analysis.

In this section incoherence between the data given is found again: on the one hand
there is a table with the approved suppliers’ total number of 2023 and on the other
there is a table with the main suppliers’ classification per contract amount (from 50000
euro) for a total amount of 2809 suppliers. That means that only the main suppliers that
have a contract with the bank exceeded in 38.9% the total approved suppliers.

In the environmental section, GRUPO SANTANDER claims to have an environmental
policy defined as “the commitment to integrate strategy and management, protection
and respect for environment”. However the financial report justifies that the
environmental aspects are not taken into account by saying: Because of the nature of
the Grupo Santander’s activities, it has no responsibility, expenses, assets or supplies
or contingencies related to the environment that could be significant to the patrimony,
the financial status and the consolidated results. For this reason no breakdowns related
to the information of environmental issues are included in this report.

The bank distinguishes between the indirect and direct impacts that are caused by the
development of its activity. Regarding the latter, data (paper, water, energy consume)
are given in most cases with limitation to the Bank’s central services. This does not
allow getting a complete idea about the company’s environmental management nor
about the achieved progress in the last period. It is negative not having clear and
countable objectives as well as the important differences existing in environmental
indicators referred to 2005 between what it is written in the 2006 report and in 2005
report, as we have explained in great detail at the beginning of the contents’ paragraph.
There is also no explanation to the experienced increase in some issues as the waste
production as glass (+43%), cartridge (+24%) or plastic containers and cans (+86%).
The bank still has 1ISO 14001 standards in the central buildings in Santiago in Chile,
Santander Serfin’s main office in Santa Fe and the bank’s main office in Boadilla del
Monte.
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EN11 indicator: Description of nearby or included terrains in protected natural terrains
or non protected high biodiversity areas. Indicate the location and dimension of the
owned, rented terrains or those managed with high value in biodiversity in areas
foreign to protected areas, the Bank says that all the GRUPO SANTANDER'’s main
offices are located in urban areas. However and despite the external verification, we
understand that this indicator is applicable; taken into account that GRUPO
SANTANDER has registered in the assets’ balance the amount of 12.555.000.000
euro. A considerable part of these come from estates and buildings (assigned to cover
debts), some of them might be located in areas as described by the indicator.

There is neither information about the indicator EN12: Description of the more
significant impacts on biodiversity in the protected natural areas or in non protected
biodiversity areas, derived from activities, products and services in protected areas and
with high value in biodiversity in areas foreign to protected areas despite there might be
offices operating or that will operate in or around the protected areas and that may
have a deep impact through its performance as intermediary. This aspect is enlarged
by the operations in countries as Brazil, Venezuela that counts with special protection
areas and rich in biodiversity.

As regards its direct impact, Grupo Santander admits the indirect impact generated by
the implementation of its activities. It has joined the UN program for Environment
UNEP-FI. However no evidence has been found in the analyzed information about the
inclusion of the society in the international standards, as the principles of Ecuador that
aim to alleviate the social and environmental impact of considerable investment
projects.

GRUPO SANTANDER mentions that environmental indicators are included in the
credit risk analysis through a scoring program called “Vida” (Life), however there are no
data about the methods, included social or environmental analysis criteria , procedures,
application level, commercialized assets’ percentage in 2005, presented results
according to the number of refused operations...

GRUPO Santander has incorporated the environmental impact measurement into its
risk management system through the tool called “Vida”. It is stated that during 2006 the
group has applied an environmental analysis to all characterized clients. The system
classifies companies in 7 risk levels, from very low to high. The number of clients
classified in the different risk levels is provided but it is not clear what happens when a
clients keeps a high environmental level. The bank informs that during the financial
year 2006, 293 directors and analysts have been taught to manage environmental
risks.

Grupo Santander includes environmental issue into employees’ training and claims to
consider environmental certifications when selecting providers. Once again no concrete
data about how the bank applies this principle has been found.

In the CSR report there is a paragraph referred to renewable energy projects’ financing
that is no significant over the total investment amount made by the Grupo for important
projects. Moreover it has been possible to confirm a change in the group’s investment
aims experiencing a decrease of 25% in energy area while in other areas such as
building there has been an increase of 44% compared to the previous financial year.
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As regards employment's aspects Grupo Santander assigns a paragraph to its
relationship with its employees in the CSR report. However given data are not very
relevant from its employment commitment point of view and in many aspects it is
limited to Spain.

There is no evidence found in the analyzed information about issues as contracting
(permanent and temporary staff) staff's expenses per country and level, number of
employees contracted through work agencies and data about them, net employment
development per country referred to the previous year. There is no explanation to the
high number of staff changes i.e. 19% from the total, not counting the resignations due
to the sale of life insurance Abbey, Santander Bolivia and AFP Peru. Neither there are
details about the outsourcing policy followed by the company..

The bank mentions that it accomplishes the Spanish law obligations regarding the
handicapped employees’ quota keeping in a direct or indirect way. However no
handicapped employees’ percentage is found in the total staff in Spain or in the rest of
countries in 2006.

The bank declares in its CSR report that the Grupo Santander is working to be able to
have different members in the staff that mirror social reality. However, it is not said
which the procedures are and which the percentage of employees per race is.
Information about the women and men percentage per professional level is indeed
given and it was not included in 2005 report. From the latter it can be deduced how
difficult it is for women to reach directors’ positions. In this category women’s
percentage over the whole director’s positions is 21%. According to the analysed
information Santander’'s salary policy has a variable percentage depending on the
results. It is not possible to deduce if there is one related to its CSR significant aspects.
Regarding its equality of opportunities’ policy, there are no data per country about the
relationship between men’'s and women’s basic salary, considering professional
categories that allow analyzing its results and effectiveness.

Inquiries about working atmosphere are mentioned but no data about the results or a
description about the followed policies carried out about those have been found.
Differing from last year, no information about the followed policy about security and
health at work is mentioned, something that is worrying when it is found out that
according to the provided data the number of mortal accidents is practically doubled in
the last two years.

Grupo Santander insist on the importance of training and gives information about the
existing channels, the number of hours per employee, expense, satisfaction
level...however there is no description about programs’ classification per category or
country. It is also mentioned that training processes of aspects related to CSR, human
rights and environmental are included. However related to this transcendental aspect
from the CSR point of view, no data about the amount of working hours, trained staff,
training contents and application are found in the report.

Grupo Santander has joined the 10 principles of the World Compact among which are
supporting affiliation freedom and recognizing collective negotiation right. However
there is no description about policies and implemented procedures to guarantee
association and affiliation freedom. Signature in collective agreement in Spain, Chile,
Mexico and Brazil are mentioned but the indicator of the percentage of employees
included in the agreement is only referred to Spain. Neither there are data about the
percentage of employees represented by independent trade union organization. This is
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particularly worrying because the company works and it is also located in countries
where the effective action of this right could be considered a risk practice®.

As regards the bank commitment to equality and no discrimination, the description of
policies and a clear procedure and performance indicators are missing except for the
gender issues. It claims to follow a family and work conciliation policy and describes
some actions per country.

Despite the fact that according to the Corporate Governance’s report, one of the
functions of the audit and compliance committee is to receive confidentially and
anonymously employees’ communications expressing their worries about questionable
practicing regarding accounting or auditing and the existence of an employee care
service, no evidence has been found in the analysed information about any procedure
that allows employees to communicate their complaints, report financial and ethics
irregularities in the management and that at the same time guarantees that no
measures against them will be taken.

As regards human rights, Grupo Santander does not mention the international
standards or the applications of standards or references as the OCDE guidelines for
international companies or UN human right standards to transnational companies.
Therefore there is no information about policies’ existence or procedures or results,
impacts, or evaluation or following of the implementation or possible violations of its
commitments to human rights in all its companies or countries where it operates.
Regarding force work and children’s work, information is given about the requirements
made to suppliers and that it is not a risk for the staff but there is no explanation about
how the abolition criteria about these practices are included in the analysis process and
credits’ concession to companies that work in countries at risk in these areas.

The parental company as well as several group’s banks have joined the UN World
Compact and declares that it has requested to its main suppliers a specific commitment
to promote the 10 principles of the Word Compact. Nevertheless, little information is
given about the established procedures to guarantee neither the aforementioned
protection nor any data about the results and impacts about concrete human rights that
corroborate the effectiveness of these policies that accomplish those commitments in
the different countries where it operates.

GRUPO SANTANDER obliges the companies which make a security service contract
with to train its employees about fundamental rights and public freedom when the bank
operates in countries classified as high risk at human rights violation.

No specific procedures have been found that guarantee, in its operations and in the
companies belonging to its influence area, no discrimination and respect for specific
rights of the native communities confirmed by United Nations, even though the bank
operates in areas with high risk concerning this aspect. There is no evidence of an
explicit commitment to be included as a requirement in the risk analysis and financing
concession that the project or the company to be financed guarantees respect to native
people rights, acknowledged by international rules, in particular, the principle of native
people’'s agreement to be affected by development projects.
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Mechanism and policies against corruption (except in case of laundering that is widely
spread), blackmailing and politics’ contributions are reflected with few details. There is
no information per country about contributions, debt contributions and cancellations
carried out in 2006 to political parties or politically involved organizations. These issues
are essential in banking and even more in some geographical areas where the group
operates and that show high risk at them.

Regarding Grupo Santander’s influence capacity in issues linked to human rights
because of its position as an intermediary, no policies nor procedures that measure the
impact on human rights about the financed projects have been found.

Sensible Aspects in banking business

GRUPO SANTANDER is at present between the 10 largest banks in the world and
manages a patrimony of 940,671 million euro, coming from savings by other societies
(Public administrations, private clients, firms, non-profit organizations and other
organizations and institutions). This privileged position in the marking places the Bank
as one of the main societies in the world with the possibility to act in favour of
sustainability. This capacity to promote changes is determined by the direction taken by
its investments and if they include social and environmental criteria further than just
financial criteria.

The bank claims to analyze the environmental risks of the examined operations and
despite it informs about the operations’ rating per risk level, no data about the total
amount of excluded operations are provided. Despite the environmental risk analysis
means a significant advance, it should be desirable that the number of refused
operations would be included one day.

The bank also takes part in the UNEP-FI but there is no explanation about how the
principles are applied or to which extent.

Regarding the inclusion of social aspects in the concession of credits only some
information about the microcredit programs in South American countries and 2 socially
responsible investment funds have been found. A new thing to the previous financial
year is the development of Socially Responsible Investment Global Service that allows
the valorisation of investment opportunities through a tool called Eiris* following social,
environmental or corporate governance criteria.

The bank has an advanced control and risk management system which allows it to stay
in very low positions in the delinquency ratio. It also has an ideal system to prevent
laundering and terrorism financing (it includes employee’s training and auditing), a
conduct code about the employee’s performance in the share markets and systems to
solve conflicts of interest for employees or administrators.

Despite the commitment made by the Grupo Santander in 2005 to reduce its
operations in offshore offices considered tax havens, there is neither information about
any developed plan nor any obtained results in 2006 nor the commitment for future
financial years. Some of the countries where the Grupo Santander has offices are:
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Caiman islands, Dutch Antilles, Gibraltar, Andorra, Man islands, Channel Islands
(Jersey)®

The paragraph dedicated to the CSR memory products and services has a clear focus
for clients and the development of policies to satisfy them.

The total number of complaints received by the bank has increased 37.58% compared
to last year. However as in other paragraphs, the numbers given referred to 2005 in the
2006 report are completely different from the ones presented in the 2005 report for that
financial year (just to give an example, Brazil goes from 281,327 in 2005 in the 2005
report to 6,255 in the 2006 report referred to 2005) what makes it not possible to
compare or to trust the provided information. Grupo Santander shows a client
satisfaction enquiry with the same problems as for the complaints paragraph (data
expressed for 2005 are different in 2006 report from 2005 report without any
explanation for this).

Another of the main aspects in a deposit company is to help the use of banking
services to those underprivileged social groups because of individual factors or related
to the environment. However in the analyzed information no data have been found
about the deposit structure for clients: accounts depending on salaries, accounts in
rural areas not easy to access to...there is also no information about clients’ credits:
loans for small-medium and very small companies.

The bank has a systematized process to launch new products to the market through a
procedures’ manual for detailed financing product commercialization, local and global
comities for new products. It also has joined volunteer standards in advertising and
apart from these, no information is found about any other activities started by the bank
to easy the existing serious problem of over borrowing.

C. CSR MANAGEMENT SYSTEMS

From the analyzed information it cannot be deduce if the GRUPO SANTANDER has a
CSR management system with an implication to all areas and business lines. Despite it
is mentioned that the Board of Directors knows the activities related to CSR, only its
action in the university activities has been identified. From the CSR report, it can be
deduced that there is a CSR department that depends on the Institutional Relationship
Management, Technical secretary and CSR because in the back cover there are 3
names and an email address. No evidence has been found about the existence of a
CSR managing plan nor about the development of policies guided by a common
strategy for the whole group, nor the communication processes and reaction among
the different areas of the bank nor among the parental company and the rest of the
group. Evidence is neither found about the existence of risk and social opportunities
and/or environmental identification processes nor procedures or mechanism ordered
strategically to alleviate them. There is also no evidence about the existence of a
management system based on the interested groups’ relationship. Despite Grupo
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Santander mentions that it has followed the suggestions given through a materiality
study by KPMG there is no information about the conclusions of this report nor about
its implementation.

Information is structured following a sustainability map where the concerned parts are
but no identification processes of these concerned parts have been found with the
exception of those referred to the business core: shareholders, clients, staff and
suppliers. It has also not been possible to identify the bidirectional communications
processes for the concerned groups except for the existence of the standard ways of
communication for staff, shareholders and clients.

The bank informs about a consultive process inspirited in the exposure draft of the
standard AA 1000 SES made to different non profit societies focused on social issues
but there is no information about which these organizations were nor the identification
processes that were carried out nor the conclusions about the consultive processes.
The bank mentions that the materiality study and the consultive process have produced
some information that has been used when writing the report and that have contributed
to the development of the CSR policy. However, as it has been mentioned before, from
the analysed information it is not possible to be sure about this fact.

The conclusion could be that there are no sufficient data to back up that the information
fits the form and the content that all the concern parts of the company require. From
the analysed information it has not been possible to draw that the supplied information
is a product of the relationship with the concern groups.

Regarding the publication of CSR information, it is shown in a clear way and appears
once a year but with little detail in some cases. It is mainly addressed to clients and
investors. The information keeps, during the explanation, a clear positive and self-
satisfying tone without valuating, in many occasions, conflictive issues for the
company. Therefore it is not possible to guarantee that the principle of neutrality has
been respected while writing the report. On the other hand, the information does not
show a complete image and it is not possible to compare with the company’s behaviour
nor the impacts generated to the concerned groups. It is not possible to deduce from
the analysis if there is really a successful strategically CSR development.

It is not possible to compare the information because of the very different data referred
to 2005 in the 2006 report and 2005 report. Neither explanation has been found in the
analyzed information nor a reason that justifies a criteria change in the data making
and presenting processes. This matter linked to the fact that the information is not
referred equally to all the concerned groups implies that it is not as exhaustive as it
should be desirable.

On one hand the implication of the information is limited and for most of the quantity
indicators the reference is Spain or only the central offices preventing the reader from
getting an idea per country or a general idea about Grupo Santander’s performance
and impacts.

On the other, there is no information about the societies where Grupo Santander has a
significant interest or how it applies its influence so that these societies adopt socially
responsible criteria in their management. Among the companies in which Banco
Santander has had stockholding over 5% during 2006 we find: Endesa (5.25%), Repsol
(5.06%) and CEPSA (30.55%). Three companies that because of their activities and
their operation’s implication is sensible to create social and environmental impacts.
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It is very complicated to value the group’s behaviour from a continuous improvement
process’ point of view because it exist information about the concrete and quantifiable
objectives, responsible for their consecution and for the corresponding accountability
process, according to the previously established policies. Most of the indicated
objectives are referred to quality and are focused on an improvement of competitivity
as well as to offer a better service for clients and shareholders.

It is also convenient to point out that despite financial information is shown at great
detail, most of it has been taken from the Annual and the Financial Reports and not
from the CSR Report- This is a key issue because despite the CSR report has an
accessible language, the rest of financial reports use a lot of jargon only
understandable for experts in this area.

Grupo Santander shows the CSR external verification report by Deloitte. In this report
there is a verification of the indicators included in the Sustainability Report. It is
important to highlight that as it can be seen in the GRI indicator table included in the
report, the performed verification processes don't justify the indicator’'s fulfilment. A
clear example would be to highlight that the simple signature in the World Compact has
been considered as a sufficient element to verify some indicators referred to
employment and practically all those referred to human rights. It is also remarkable that
the person who was verifying the information has not pointed out the different numbers
given in the 2005 and 2006 reports.

It can be highlighted that the verification result given by the audit society does not fit
this study’s conclusions, not knowing if the audit or verification team has taken into
account different information from the one found in the analyzed documents in this
study. There is no evidence of the involvement of the concerned parts in the verification
or validation process.

d. CORPORATIVE GOVERNANCE

The main basis for the information analysis regarding good management has been the
2006 Corporate Governance Report, the comities’ reports, the board of directors’ and
shareholders’ regulations, the codes of conduct and the group’s social statutes.

In general, the evaluated documentation highlights Grupo Santander’'s commitment to
transparency about Corporative Governance’s issues. However the analysis (based on
the requirements given by the used methodology) shows that the provided information
is given with limited details regarding some mechanisms and applied policies.

Grupo Santander has a governance system bases on a board of directors and different
committees: executive, audit and compliance, appointments and remunerations,
strategy and investment, risk delegated, international and technology, productivity and
quality. The audit and compliance and appointments and remunerations committees
are constituted mostly by external advisors and in both cases, the chairman is an
independent advisor. Both committees have written a report about their activities and
all committees have met at least once except strategy and investment and international
committees. This fact is significant because the group has made important investments
(and uninvestments) at international level during 2006.
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The committee that has met more often is the risk committee with 100 meetings in
2006 which highlights the detailed management and financial risks control policy of the
bank. Despite one of the acknowledged risks is reputation, there is no evidence about
the risk management and opportunities identification at a social level. Regarding the
environmental risk, only the existence of an analysis tool is mentioned.

The Appointments committee makes an evaluation of the activities developed by the
board of directors. There are also Auto evaluation processes carried out through
Spencer Stuarrt firm.

The society as 18 advisers (three over what is recommended) 9 of them are external
advisers. Regarding the ownership structure, the bank has only 1 significant
shareholder (over 5% shares) and for that reason it is considered enough to be
nominated as nominee adviser to have 1% shares. However, when it comes to inform
about the operations linked to important shareholders, the 5% criteria is taken again
into account. In the composition of the committee is remarkable that there are only two
women, number increasing from one and the appointment has been a co application.

Banco Santander informs in full details about the Board of Directors’ salaries, divided
by concept and adviser's type. However there are no divided data about the main
directors’ salaries. The existence of control enhancing mechanisms is recognized and
the bank provides details about the quantity only for some members. They are
approved directly by the Board and communicated to the Shareholders’ general
committee.

It is remarkable that the adviser Rodrigo Etchenique is the non executive adviser that
earns more: 1.388 euro with no explanation for this. It is said that he has applied
standard market fees but it is not known what he has done. There is also no
explanation regarding a 24% increase in the Board of Directors’ salaries.

There is also information about the variable salaries based on stoxx options. This kind
of salaries based on the company's development can distort the long-middle term
objectives of the company because the administrators could be tented to carry out
activities that create unreal expectations that increase the stocks’ value.

In the analyzed information it is said that the Committee is trained but it is not known
what is the training about and the number of hours is very low.

There is individual information about the committee’s members risks towards the
company, however it is not prevented that the advisers work for other companies, what
could generate a conflict of interest.

Advisers could be re-elected indefinitely without age limit. This applies executive,
nominee and independent advisers and could put into risk the quality of the latter, their
independence.

According to the Corporate Governance report and the Shareholders’ Meeting
Regulations, it is possible to access the Shareholder's meetings by holding just 1
share. The system and the duration of the participation are regulated.

There are policies and mechanisms to alleviate the conflicts of interest and resolution
processes. There is no evidence that the administrators are not allowed to work in
other banking companies. Several of the Board members work for other banking
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companies, some of them out of the GRUPO SANTANDER area. There is no
information about the situation concerning the oral proceedings against the president
Emilio Botin and the adviser Rodrigo Echenique because of the credit reassignment
case and other imputations pending. There is also no information about the measures
that in this case or in any similar ones alleviate the negative effects that could affect the
company.

Despite one of the functions of the audit and compliance committee is to receive
confidentially and anonymously employees’ communications expressing their worries
about questionable practicing regarding accounting or auditing, no evidence has been
found in the analysed information about the existence of an anonymous way that
allows employees, clients and suppliers to report irregular or little ethical financial
behaviour, following the requirements of the U.S. laws for companies that have stocks
in this country.

Grupo Santander claims to have mechanisms that allow the vote division so that the
financial mediators are legalized as shareholders even though they act on behalf of
different clients and they can vote according to their instructions. It is said that it will be
suggested to modify article 22 of the regulations at the next Shareholders’ Meeting.

Among the functions of the Audit Committee there is the obligation of informing the
Board of Directors (previously to the application of its decisions) about the creation or
acquisition of stocks in special purpose companies or in those established in countries
considered tax havens, as well as about any other similar operations that could
damage the transparency of the group.
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ENAGAS, S.A.

(ENAGAS)

|. General Data

Products / services

Enagas offers to its customers the following products / services:

- Operation of the gas system.

- Technical Management System: liberalization and access to the transmission grid,
planning of the transport network

- Development of the transport network: transport by pipeline and re-gasification

Geographic coverage

Enagas operates or has presence in the following countries:

- Spain

- Portugal.

- Its suppliers come from Australia, Malaysia, Trinidad and Tobago, Libya, Norway,
Egypt, Nigeria, Persian Gulf (not reported what countries) Algeria, Spain and Portugal.

Indicators of socially responsible investing

In 2005, Enagas reported that it quotes on the following stock-exchange indices of
socially responsible investment:

- FTSE4Good

International Requlations

Enagas does not report about its commitment in relation to International Regulations.

Standards volunteers

Enagas reports that it had acceded voluntarily to the following standards and related
with contents and CSR management systems:

- Global Compact
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Documents included in the analysis

For the analysis of the quality of information related with the company CSR, has been
kept in mind the information contained in the following documentation:

DOCUMENTATION OBSERVATIONS

Its includes information on Corporate
Responsibility, Corporate Governance Report and
2006 Annual Report Annual Accounts

Regulations of Organization and Operation
of the Shareholders' general meeting
Regulations of the Board of Directors
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[I. CHARTS OF RESULTS

Chart 1 - Valuations by tools and standards

Chart 2 - Valuations by analysis axis

Grades of guality in the information
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[ll. CONCLUSIONS

a. GLOBAL CONCLUSIONS

The global valuation of the analyzed information according to the tools and standards
used is 0.88, reaching in the stage of anecdotal information.

The valuation of the contents of the various aspects of the CSR and on the quality of
the provided information, according to GRI indicators and the Norms on the
responsibilities of transnational corporations and other business enterprises in the field
of human rights in the UN, is 0,53, being located in an area of anecdotal information.

The valuation of the provided information on the used management system, according
to the used tools (GRI Profile and Principles, Principles and indicators AA1000 and
Principles of the pattern of valuation of New Economics Foundation), is of 0,82, being
also located in the stadium of anecdotal information.

The valuation of corporate governance reaches the area of poor information with a
value of 1,68

b. CSR CONTENTS

As it happened in 2005 and 2004, It is not possible, through the analysis of the Enagas
Report, to assess all the information about Social Responsibility from a multi-
stakeholder vision. Generally, there is no description of its activities with the
communities in which it operates, or the relationship maintained with each of its
stakeholders. It is not perceived an effort to improve its accountability to its
stakeholders, because all the provided information reveals that it has the same lacks
and limitations of quality that were already perceived in previous years.

Its report of Social Responsibility (incorporated as part of the annual report) provides
very limited information. From the provide information it can not be affirmed that
systematic improvements are evidenced in its social performance, neither in the
management of their Social Responsibility, since last year. In 2006, the environmental
information is part of the Annual Report, and on its website was still saying that there is
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an Environmental Report published annually, without specifying this incorporation
explicitly.

However it was seen some improvements regarding punctual indicators, although they
cannot be considered as systematic.

With regard to energy consumption, it provides sufficient information both of total
consumption as for areas of activity. The same happens to the emissions. It increases
the information of 2005 (limited to measuring the level of noise - sound emissions- and
emissions to the atmosphere of natural gas and carbon dioxide) indicating emissions
for quantity of transported gas (CH4, CO2, CO and Nox) and atmospheric emissions by
area of activity (natural Gas and CO2 CO and NOX) , by giving the variation
percentage regarding 2005. However it doesn't happen the same thing with the
information on consumption and total water catchment sources. ENAGAS affirms that
these consumptions are measured and registered, being defined actions for its
reduction, but without providing measurement data to verify the relevance of the data.
Neither has it detailed discharges to the water in a quantitative way, being limited to
inform of analytical and to carry out the pertinent controls without specifying the results
of the same ones.

Generally, it is scarce the information on environmental impacts, being defined the
main types of potential impacts, not those generated, without quantifying them. Thus,
the principle of neutrality of the exposed data could be in evidence regarding the
provided information on the analysis of the major impacts on biodiversity arising from
the activities and / or products and services in terrestrial, marine and freshwater
environments. In this sense, Enagas is limited to mention the recoveries landscape that
it has done (reforested and restored surface) without providing relevant information
about negative impacts.

Referring to the generated waste there are exposed in detail the amount of waste
broken down by type, in accordance with the Basel Convention. However, It is
unknown the management on them, simply say that they are delivered to agents, being
ignored, therefore, its destination and final management.

The limitation of the provided information affects similarly to the consumption of raw
materials. It is affirmed that consumptions is measured and recorded, but the actual
consumer spending is not detailed, neither it is broken down by types, leaving it as a
non verifiable affirmation. Nevertheless, it really informs of the purchase of gas broken
down by supplier.

Enagas it really informs of the total expenditures on the environment, by distributing
them by type, as in previous years.

Regarding the performance of the suppliers in relation to the environmental aspects it
says that incorporate environmental criteria in the taking of decisions on awards of
contracts for services and products, as well as that it communicate to the contractors
the procedures and environmental applicable requirements. However nowhere, of the
analyzed information, it appears which such criteria are.

It is affirmed, in a global way, the compliance with environmental regulations, without
providing any information that evidences a compromise on the implementation of the
principle of caution, neither about that the company assumes responsibility for the
effects on the environment and human health of all its activities.
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The exposure of data relating to the employees has the same balance. In general, it is
scarce, although some punctual indicators have improved. Among these last, it
highlights that workers’ organizational units, professional group, sex, qualifications and
type of contract, information that did not appear in 2005 with 97.4% of permanent
employees, break down the data. They continue without provide data about workers
hired through temporary employment agencies, neither on salaries.

It is also notified, unlike 2005, the percentage of employees represented by
independent trade union organizations and the percentage of employees who are
covered by collective agreements.

The figures of accident rate are unknown being limited to affirm, which is already a
repeated practice, that the data "continue reflecting a continual improvement” without
possibility of verification of this statement by the data analyzed in this study. In a same
way, it is not information that evidences the absenteeism rate or the lost days.
Regarding the labour accidents there is a scoreboard of Index of Frequencies (n° of
accidents with sick leave per million / n°® of worked hours) without providing further
information that could facilitate their understanding.

It continues being opportune and transparent, the provided information about the
subsidies received by the company broken down in their origin source: structural funds,
Autonomous Region and State. Not so the donations to the community in which it
describe social action projects, which still does without mentioning the total amount
contributed.

No information appears on policies, procedures or specific measures to prevent
corruption.

In this sense the company does not provide information on how it acts to prevent in its
activity sphere, acts and decisions that facilitate the corruption of national and
international government employees. Neither it provides information on how to act to
prevent conflicts of interest, committing to not contracting government officials after
their renouncement or jubilation, when those activities or that employment are directly
related to the performed or supervised functions by those civil servers during their
permanency in the position.

It does not provide information on policies that regulate the contributions to institutions
that have like object the political incidence or political parties, or if there has been any
donation to any political party in 2006.

Regarding Human Rights, it continues without providing any relevant information about
what policies exist, neither which procedures have been developed or which have been
modified to ensure the protection of human rights within its sphere of influence, which
has been its degree in the different business areas, and which results have been
obtained in 2006, in order to evidence if they are covering efficiently the commitments
assumed in this area. It is limited to remind its membership to Global Compact.

This way, nothing is described on possible policies (equality of opportunities, non-
discrimination, forced child labour, etc.), of verification systems to assure compliance,
the results of the revisions or of confidential systems of complaint and non-reprisal
policies.
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There is no possibility to say anything about its HR policies regarding suppliers
because anything is said in the report: neither on investment agreements that include
human rights clauses or distributors and contractors that have been analysed in terms
of human rights, neither of adopted measures as consequence.

Finally, and regarding to clients' rights, Enagas does not report on their claims: no
mechanisms for settling claims and / or compensation, or quantitative data of
reclamations, or its causes.

c. CSR SYSTEM MANAGEMENT

Under the epigraph of Corporate Responsibility within the Annual Report, appear
without any connection between them, the chapters on the Environment, Human
Resources, Risk Prevention and Safety, Quality, technological innovation and Social
Action. There is no introductions, neither mention to an integrated system. The
analysed information does not define global objectives, management teams,
responsible, neither developed policies. Under the analysed information, it can not be
affirmed that Enagas has any global system for Corporate Social Responsibility
Management. There is no evidence in the analyzed documents about the integration of
Corporate Social Responsibility in the strategy of Enagas, neither that the indicators
that appear in successive chapters reflect respond to a systematic management
scheme and its subsequent information collection.

It is not evident, after the study of the analyzed information, the desire to integrate the
different stakeholders of ENAGAS. First, there is no mention of the stakeholders in
relation to its business strategy, neither information on some compromise with them
(except for shareholders and investors), neither list in which they are described, even
generically. Secondly, from the information analysis, it is not possible to affirm the
existence of a system of dialogue and communication with them that responds to a
planned scheme and the interests of different stakeholders. By contrast, the different
communication methods mentioned in the Annual Report (General Meetings, collective
agreements, surveys), appear to respond to punctual initiatives, which are
unidirectional, with each stakeholder. Lastly, there is no evidence that the stakeholders
have participated in collecting the information, neither that their comments have
feedback the information that is exposed. There is no trace of the voices of groups,
neither of their opinions, reflected in the report.

But in addition, really it has not been found any compromise, neither it is identified a
process of future inclusion of stakeholders. There is no information on methods, scope,
individuals or teams to audit the management system about the relationship with the
stakeholders.

There are specific systems for punctual aspects but not as development of a managing
system for Corporate Social Responsibility. For example, were made environmental
certifications (with the private company of certification AENOR) according to UNE-EN-
ISO 14001 in several production units and the overall process of measuring of the
natural gas of ENAGAS obtained the Certification of the System of Quality
Management in all its centres and facilities. However, this year disappear the
information relating to audits in accordance with OHSAS 18001 for labour hazards.
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Regarding to the governance structure there is no evidence of who is responsible for
managing the Social Responsibility, neither it appears any committee or team in this
regard. Really, it is defined the information about the organization and responsibilities
regarding to the environmental issues.

In general, the provided information is of higher quality in terms of environment and
corporate governance, without being able to be classified as complete, but with many
gaps in the rest. Neither it can be assure that the principle of neutrality has been done,
when the content of the information is aimed to a clear prioritization of achievements
and improvements, in front of another possible of negative impacts of its activities.

Regarding the comparability of the information it is appreciated that although some
indicators are comparable with previous years, they continue being a minority, and that
there are not evidenced indicators that allow the contrast of the information with the
industry or with other businesses. The comparability is hindered when it does not work
with tools that allow systematizing the provided information (GRI or similar), neither to
inform by scoreboards that provide access to required information easily.

The report does not respond to the principle of entirety, with an absence of information
related to Human Rights, and without providing explanations about those exclusions.

In connection with the verification of the report, one year more is evidence the absence
of the same one. There are economic and environmental audits but nothing about the
reporting process. Some indicators are verifiable but most of them respond to generic
statements of "improvement regarding previous years” without providing information
that can corroborate them.

The Report is accessible via Web, but without possibility for the stakeholders to
comment it, with a clear language for the most part, although lacking a terminological
technician glossary that appeared in 2005.

d. CORPORATE GOVERNANCE

Enagas affirms that, for reporting matters relating to their policies and systems of
corporate governance it follows the recommendations of Olivencia and Aldama Codes.

It is evident that the information relating to Corporate Governance is presented with
bigger detail grade and depth that regards the rest of its stakeholders. This issue could
be interpreted as a prioritization of shareholders and investors compared with other
stakeholders. However, the analysed information is far away of being able to be
considered as complete or exhaustive.

In connection with the ironclad contracts measures, it is mentioned that there are 9
beneficiaries and that the Board of Directors is the organ that authorizes it,
nevertheless there is no evidence that is required to inform on it to the General
Meeting.

In connection with the use of non-public information of the organization for private
purposes and mechanisms to avoid this, it prohibits to the advisers to make public
confidential information to which they had access in their position, even after stop
ceasing on it. However, it is at least strange, that it is not prohibited the use of the
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responsibility position within the organization to obtain personal advantage "if there is
adequate compensation.”

Although some measures to avoid conflict of interest are prominent, they reveal, in
turn, certain inconsistencies between the different analyzed documents. This way, in
Enagas, the President and the Adviser coincide, but there is the possibility, in order to
reduce the risks of concentration of power in one person, that the Board of Directors
authorizes to one of the Independent advisers to summon the Board or the inclusion of
new items on the agenda; to coordinate and to compile the concerns of the External
Advisers; and to conduct the assessment by the Council of its President. However this
ability that it appears in the regulation of the Board of Directors it is not reflected in the
Corporate Governance Report.

The remunerations of each individual director are not provided. It communicates in
aggregate form, with breakdown (fixed, variable, allowances, statutory attentions, etc.)
and by advisers' type. Neither there is reference to the measurement criteria that give
rise to the variable.

Regarding to guiding criteria of the retributions, there is no evidence that it has included
some that seek to: the salaries related with the results of the society take into account
the minority of results by eventual exceptions registered by the external auditor's
report; that the variable retributions don't keep relationship with external issues to the
professional performance; or that, for the external advisers, be enough to remunerate
the dedication, skill and responsibility but not so high as to commit their independence.

The number of members in the Board of Directors exceeds the figures recommended
in Good Governance’s Codes. In 2006, 16 are the adviser members who are not
obligated on an age limit to their position. It is positive that there is no representation of
owner advisers in the Board at the request of shareholders whose shareholding is less
than 5% of capital.

It is iterative that one year more the Board of Directors is composed exclusively for
men not being made any mention to gender questions: neither to explain the absence
of women, neither to argue how it intends to promote the presence of female adviser in
the future.

The purpose of the Council and its performance is defined; however, there is no
reference in it to the relationships with stakeholders, neither to the observance of those
principles of social responsibility that Enagas has assumed voluntarily.

The duties of dedication of the advisers and their incompatibilities are established
clearly, although there is no evidence on the maximum number of Board of Directors
from which can be part their advisers, in order to ensure the effectiveness of their work.
In fact, it is not reported about the absences of the advisers to the meetings. But it was
reported really the case of the President who attended in 2006 at 12 summoned
meetings.

It is sure, in an adequate and adjusted way, the appraisal of the Board of Directors, of
its President and of the Commissions, on an annual basis, by the own Board, with a
previous report of the Commission of Nomination(for the President) and of the
Committees on what concerns to them.
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The Nomination and Audit committees are composed by external advisers in an
exclusive way, but none of them is chaired by an independent counsellor.

Regarding the general meeting of shareholders, its competences are defined in a very
generic way. Nothing is specified about limitation of the votes that can emit one
shareholder, neither about if it is allowed or not to split the vote so that financial
intermediaries that appears as legitimate shareholders, but acting on behalf of various
clients, can emit their votes according to the instructions from them.

Lastly, it continues without evidence of any system of anonymous complaints, either for
employees, customers or suppliers, to ensure the transparency in the management.

Like much, a suaiestion box for ﬂualiti.
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ENDESA, S.A.
Endesa

I. GENERAL DATA

Products/Services

ENDESA offers its clients the following products/ services:

- Electricity: generation, transportation, distribution and trade.

- Gas: distribution, trade, supplying, and inversion in infrastructure.

- Cogeneration and Renewable: wind power installations, mini-hydraulic, residual
use and biomass.

- Building and Management of Desalination Plants.

- Constructions and Facilities

- Mineral Deposits, extraction and agglomeration.

- Real Estate and Urban Management and development.

- Sanitary Services, water capture, treatment and distribution.

- Reassurement operations

- IT services

- Inversion and Financial Services

- Project consultancy and Engineering

- Environmental Studies and Environmental Reports.

Geographic Scope

ENDESA operates or is present in the following countries:

- EUROPE: Spain, Portugal, Italy, France, Holland, Poland, Germany, Belgium,
Turkey, United Kingdom, Luxembourg.

- AFRICA: Morocco

- AMERICA: Colombia, Peru, Chile, Argentina, Brazil, Costa Rica, Honduras,
Salvador, Nicaragua, Guatemala, Panama, Cayman Islands, United States

Socially Responsible Investment Index

In 2006, Endesa informs to have been listed on the stock Exchange in the following
socially responsible investment indexes:

- Dow Jones Sustainability Index

- Best in Class of Storebrand of the companies that are listed in the Morgan
Stanley Capital International World Index

- ASPI (Advance Sustainable Performance Indexes)

- KLD Global Climate 100SM Index

- Pacific Sustainability Index
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International Requlations

ENDESA informs about its commitment in relation to the following International
Regulations:

- Kyoto Protocol: in compliance with this protocol.

Voluntary Standards

ENDESA reports that has joined voluntarily to the following standards related to CSR
content and CSR Management Systems.

- International Agreement

- OECD Guidelines for Multinational Companies
- Millennium Goals for United Nations

- GRI:G3

- AA1000

- World Declaration of Safety of ILO

- World Safety Declaration

- Combat Climate Change

Documents included in the analysis

For the analysis of the quality of the information related to the company CSR, the
following documents have been taken into account:

DOCUMENTACION OBSERVACIONES

2006 Sustainability Report

2006 Corporate Governance Report

2006 Annual Report. Legal Documentation
2006 Annual Report. Activity Report

Rules of the Shareholders General Meeting
Governing Council Regulations

By-Laws
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[I. RESULT TABLES

Table 1 — Value for Tools and Standards

Table 2 — Valuations axle analysis

Quality Information Grades
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[I. CONCLUSIONS

a. GLOBAL

The overall assessment of the information analysed according to the Tools and
Standards used is 1.52, correspondent to poor information.

The content value of the various aspects of the CSR and of the quality of the
information provided, according to GRI indicators and the Norms on the transnational
companies and other Business enterprises in the field of the UN Human Rights, is 1,23,
correspondent to poor information.

The evaluation of the information provided on the Management System used,
according to the Tools applied (GRI Profile and Principles, AA1000 Principles and
Indicators and Principles of the model f evaluation of the New Economics Foundation),
is 1.59, also correspondent to poor information.

The evaluation of the Corporate Governance corresponds to poor information with a
1.93 value.

The evolution of the information quality regarding the year 2005 has been a marked
increase in quality. As detailed in this analysis, some of the information that had
disappeared from 2005 report has been republished and in some aspects, ENDESA
brought up information that until today were unpublished. However, the focus of the
reports presented has not changed regarding previous editions and still has a
significant shortfall in the direction of the information presented to the accountability of
stakeholders.

b. CSR CONTENT

Throughout the analyzed documentation, ENDESA brings a significant amount of
economic and operational data, which certainly can have value for assessing the
Company performance in terms of economic efficiency and expansion of its operations
in various markets. However, this same content and the way it is presented, makes it
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very difficulty and brings little value to carry out a multidimensional analysis in
economic, social and environmental terms to assess the economic Company
performance according to its Social Responsibility.

ENDESA operates in many different countries with various socio-economic realities
and where the impacts of their activities also have very different effects. It is therefore
impossible to assess the contribution to development and the economic value
generated by the company if data is not reported broken down by country, and where
they provide the figures related to billing, benefits, paid taxes, subsidies received,
investment active programs in R&D and Innovation, wages, compensation of board of
directors and executives, social benefits, training, social action, etc.

ENDESA generally presents economic data aggregated into three markets: Spain &
Portugal, Latin America and Europe. As stated above, the disparity of countries
included in the latter two categories as well as the size of ENDESA’s operations in
these, makes the aggregation of data dilute particularities of each country in an
inscrutable all. On the other hand, the only table where data is added on the economic
value distributed by the Company with a more complete vision, these data is added as
a total of the numbers, without providing data of previous years®.

In the analyzed documents we can find sparse figures, which presented as related
could give and idea of the Company performance. For instance, last year ENDESA
increased its profit in Latin America by 76.3%, from 262 to 462 Million €. Its contribution
to social action in Latin American rose from 8.7 to 8.9 Million €, an increase of 2.9%. In
the same period, the investment in R&D and Innovation in Latin America experienced a
change of -11%, from 20.8 to 18.5 Million €.

Data provided on taxes payments are added for the entire Company and, just as in
2005 Annual Report, it is disconcerting not to provide any information that explains the
evolution of this concept which has suffered a dramatic increase of 400 Million € in
2004 rising from 790 Million € in 2005 to 1007 Million € in 2006. In other words, in two
years has experienced an increase of 150%. Failure to disaggregate the data by
country makes it impossible to analyze the company’s contribution to the development
of the countries in which it operates.

Data about subsidies and tax breaks have been provided for the first time in the
Sustainability Report, 7.97 Million €. It is not known which countries fall, but it is
reported to have occurred due to investment in R&D and innovation projects. This is
not however correspondent to the information presented within the Legal
Documentation’: farm subsidies to 19 Million €, and capital subsidies transferred to
period of 109 Million €. In this area of grants, it is neither mentioned in the
Sustainability Report the free allocation of allowances that ENDESA receives from the
Spanish Government, valued in 362 Million €.

Information on salary expenses is not shown by country and it is only possible to find
segmented by markets in the Legal Documentation. There is no reference about the
evolution of these compared to inflation by country nor about its relation with the
minimum wage in each country.
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According to information about the companies that make up ENDESA Group provided
in the Legal Documentation, it should be noted to have been republished in a more
complete version than in 2005, where only 30 companies were listed. However, it is
missed quantitative information about social capital and results that was part of the
information given in 2004 Memory. In the 2006 list, two companies have been
submitted, holding companies in tax havens:

- Endesa Chile Internacional, Cayman Islands. In 2004 Annual Report ENDESA
reported that its capital was 470.4 Billion €.

- Compaiia Eléctrica Cono Sur, S.A., Panama. In 2004 Annual Report, ENDESA
reported that its capital was 892.8 Billion €.

On three other companies listed in 2004 Annual Report and that were also based in tax
havens there is no information®. In any case, ENDESA does not report on any policy
about its presence in tax havens, in terms of being in a process of reducing its
presence or which would be the criteria and guidelines established in this regard.

As it happened in the 2005 Sustainability Report, information on Social Action
developed by the company, results in a scarce value to assess the performance in this
area. Firstly, global figures are presented aggregated by regions, which don’t let
understand the investment made by country. In comments on these lump sums, it is
reported that the increase experienced regarding 2005 is basically due to Copa
America and Expo Zaragoza 2008 Sponsorship, but no data about these events are
presented. Both initiatives are catalogued within cooperation and development actions
of the company. It was later presented a list of projects, initiatives, and contributions
from very diverse nature, for which brief information about its content was included, but
where there was practically no information about amounts contributed by Endesa or
subsidiaries: objectives, results achieved, impact assessment, etc.

Regarding to information related to the environmental performance, again it has to be
remarked the difficulty of evaluating this performance for interested parties based
solely on the comparison of data on bases, without the inclusion of other referent
values such as objectives, best practices, legal limits, etc. as well as explanations
about the context in which this results occur.

On the other hand, when the data is presented solely as relative values, as in specific
kgCO2/kWh emissions, it is only possible to evaluate efficiency gains, but not the total
quantity of CO2 tones emitted into the atmosphere by ENDESA in the elapse of its
annual activities. With a vision of data from air pollution in absolute and relative terms,
then it would be possible to understand the performance of the company in this area,
as well as the impact of ENDESA in the environment. Throughout the pages that the
company uses to inform about its commitment to protecting the environment, there is
no evidence information of this nature, where it makes explicit the assumption of
responsibility for the serious environmental damage that cause its activities and,
therefore, the urgency of implementing measures to stop in absolute terms its
important contribution to climate change. It is very significant how the GRI-G3 EN26
indicator on initiatives to mitigate the environmental impacts of products and services
and degree of reduction of that impact is only presented on qualitative terms, as a
succession of initiatives which form part or are being carried, but whose real results are
scarcely reported.
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Scattered among the analyzed information it can be observed that the NAP gave
ENDESA 39.64 million tones. However, the company issued 46.5 million tones®, which
is a 17% increase of emissions. There is no evidence that relates the quantitative
commitments of systematic reductions required by the Kyoto Protocol with the results
of ENDESA emissions. The information is very difficult to understand in terms of
reducing emissions since it seems to be presented as a success the fact of expanding
the right of emission for future years.

“ENDESA has signed firm contracts (ERPA) which totalize a volume of 71.5 CO2
Million tons. Moreover, it has signed agreements of intent for an additional volume of
24.8 million tons and takes into consideration other projects by 82.4 CO2 million tones.”

In the same sense, the objectives for the period with the results obtained are not shown
as related in order to assess the progress of the company. The solely goal that is
repeated in the successive reports of sustainability is to reduce specific emissions in
Spain and Portugal (data on energy efficiency) by 35% from 1990 to 2007. The
emission data are presented related to year 1990 (which is a reduction of 27.9% from
year 2006), and although it does have an interest in a long-term evolution of the
emissions, it has no relevant information about trends in recent years. For instance, in
the data about specific emissions in 2006 (501 kgCO2/kwWh) they are 5% higher than
those recorded in 2003 (479 kgCO2/kWh)™, reflecting a lower efficiency but, at the
same time, 2006 breaks for the first time a trend of loss of energy efficiency of the
company in Spain & Portugal.

For the first year, ENDESA informs about its facilities and actives placed in areas with
some level of environmental protection. It is not possible to know whether the list
includes all or only some of these facilities. In any case, there are only facilities based
in Spain and Chile. From its 47 facilities listed, 4 of these are located in areas
considered as Biosphere Reserve and another 5 in National Parks. From the
information provided on how ENDESA manages its operations in these sites of special
level of protection, while providing information on some concrete actions, it says it has
developed an inventory of proceedings in Spain within hydroelectric development, but
without providing more about what the action plan, nor the criteria for prioritization. It is
also mentioned the Endesa Espacios Naturales(ENDESA Natural Places) initiative that
seems to have a more real state approach because the objective is the value creation
living priority to policies that are conducive to social development environmentally
sustainable.

ENDESA references the indicator on fines and penalties due to breaches of
environmental legislation to information related to litigation and arbitration with the
Administration. However, when reading the information it can be concluded that there
is no dispute in progress on such issues. It is however unclear whether there have
been fines or penalties which have not resorted to litigation.

According to the information about labor aspects of the company, again it should be
stressed that if its true that there has been a remarkable increase of the information
provided, these is however in little cases detailed into countries, but into regions, what
makes it impossible to analyze the company performance in the markets where it
operates. This is especially worrying since the company is established and operates in
countries and areas where the exercise of the right association and trade union activity
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could be considered as a risk practice.™ In other cases it combines the data not broken
down by country with an isolated presentation of data, which makes it impossible to
establish the coverage level that some measures have. For instance, a table with
collective negotiation is presented, where it relates by region the number of existing
conventions and in negotiation, as well as the workers affected. The information of
these data in absolute terms has no value if it is not related with the total workers of the
company. In the case of ENDESA, once taken the total number of workers by region'?
and made the relevant calculations it shows that the coverage level of the conventions
is much lower in Latin American Countries (66%) in relation to Spain & Portugal (92%)
or the rest of Europe (86%). An analysis of this information by country, as well as the
correspondent comments by ENDESA that explain a context and the reason of these
differences would be considered a valuable information for the parties interested in this
area.

On the other hand, there is no quantitative information about the minimum period of
notice that the company should give prior to organizational changes or if such
notifications are included in collective agreements.

The information provided on labor conciliation and political equity is anecdotal since it
does not pass from being a statement of intent, where it does not specify concrete
measures of policy implementation, objectives nor sufficient data about the real
situation in this areas. It does provide information about the conformation of workforce
in Spain by sex, depending on the training and studies of the workers and
disaggregated data of 5 Latin American countries depending on the level of hierarchy.
However there is no comparative information provided on the salaries of men and
women on different scales of hierarchy nor by country, it just says that it is the same,
without informing on the data they have to make such a statement, nor what criteria
has been used for this analysis.

With regard to information on Health & Safety at work, ENDESA again has included
information on accident rates, frequency, severity, number of fatal accidents and
absenteeism; information that had disappeared on the 2005 Sustainability Report. It is
however missed quantitative information on the implementation of Health & Safety
policies carried out. For example, it is informed that throughout 2006 more than 13.000
contractors were reviewed to make ensure compliance with regulations for preventing
occupational hazards, but it is not informed where those were produced, which type of
jobs were included and, above all, what result had such inspections. This aspect is of
particular relevance since, according to data provided by the company, in the past 3
years 47 contractors have died working for ENDESA.

Regarding to information on the Human Rights enforcement and protection, there is no
evidence that ENDESA, in a corporate level has included in its Management system
aspects relative to Human Rights enforcement. It is informed, however, about the
experience in Chile where the company is including clauses in their contracts with
suppliers and conducting assessments on the performance aspects of Human Rights.
It is not informed whether this experience will be transferred to all ENDESA.

The fact that ENDESA does not inform on how it ensures that its suppliers compliance
with Human Rights it is particularly alarming because among the main activities in a
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Corporate Level carried by ENDESA in the field of prospecting supplies we find the
prospection of the Chinese and Indian markets as potential suppliers.™

ENDESA does not report on how it guarantees respect for Human Rights throughout
the action of its security services on the facilities that has over all countries.

As for policies to prevent corruption it is mentioned the Code of Conduct for Employees
as well as the Ethic Channel, where reports on non compliance of this Code are
reported. Information about types of reports is presented, as well as the countries and
nature of the reports. However, all these data are presented in percentages; there is no
information in absolute figures about the quantity of reports received to understand how
much this channel is used.

It is reported as a holder that 24 centres have been analyzed on the risks of corruption,
but there is no evidence of such in form of information. It is not known, then, what this
analysis consists of, if it is part of a broader plan, what percentage it represents among
the total sites, where has this been located, election criteria, analysis results,
information, anyhow, that allows knowing the extent of this measure.

The information presented by ENDESA on the relations with the society where it
operates is limited almost exclusively to the fact that it mentions its investment in social
action activities. There is no information on how they relate with the communities where
its activities take place neither how they identify and incorporate their expectations into
objectives.

There are no reports on political contributions of the company, neither what is their
policy on this matter, except to say that it is transparent in its relation with governments
and political parties.

As for information regarding the rights of consumers, ENDESA provides data of the
claims handled by the Oficina del Defensor del Cliente (Client Defence Office). This
figure only competes in the Spanish market, and it is not reported if in a future
ENDESA thinks the figure will replicate in other markets or expands its geographical
scope since the number of clients who are covered by such a figure would be justified
in the Latin American Market (More than 11 million customers).

In this sense and particularly in relation to contractual and commercial best practices
ENDESA does not provide information around the analysed documentation about its
renunciation to abusive contractual practices, such as the use of standardized
contracts that favour one of the parties, the non-inclusion or limitation of customer
fundamental rights in the contracts or the imposition of excessively strict and
disproportionate conditions to the provision of financing, issues required by UN
Guidelines about Customer Protection. There are no reports about ENDESA’s policy
regarding advertising of its products, non misleading, respectful, etc.

c. CSR MANAGEMENT SYSTEMS

As regards to the process of preparing the Sustainability Report, the scope of the
information is hardly exhaustive, rather confusing: “it contains information about major
activities in this area during 2006 by ENDESA S.A., and subsidiaries that mainly
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operate in the Iberian Peninsula (Spain & Portugal), in Latin America (Chile, Argentina,
Peru, Colombia and Brazil), in various European countries and Mediterranean arc
(basically Italy, France, Poland, Turquey and Morroco).” There are several problems in
this definition. On the one hand, the use of words such as major, mainly or basically
that suggest that there are activities and countries that do not provide information, but
without specifying which countries are and the reason for not having been included. On
the other hand, grouping countries in the 3 categories listed above will be the common
way of presenting this data throughout the report, however, it does not specify if in all
cases it will maintain this approach, that is, if when data are presented under “Rest of
Europe” in all cases will be understood that these are aggregated data from Italy,
France, Poland, Turquey and Morroco. Finally, demonstrate the heterogeneity of
countries that are aggregated under these classifications, which makes it impossible to
draw conclusions on many indicators about the company performance in the
environments where it operates.

With this scope definition there has been left information correspondent to activities in
the following countries: Costa Rica, Honduras, Salvador, Nicaragua, Guatemala,
Panama, Cayman Islands, USA, Germany, Belgium, Holland, Luxembourg and the
United Kingdom.

It is difficult to know which of the many activities developed by ENDESA are included in
this report, but there is no information, or this is very anecdotal, for the following
activities of the ENDESA group: Building and Management of desalination plants,
Facilities Construction, Mineral Deposits, extraction and agglomeration, Management
and Real Estate Development and Urban planning, Health Services, Recruitment,
Water treatment and distribution, reinsurance operations, computer services,
investments and financial services, consulting and project engineering and
environmental studies and reports.

ENDESA reports that it has conducted a material study to analyze important
information for interested parties, however, it has not consulted them directly but has
taken information through what has reflected the media on their expectations, the
trends of the energy sector itself and the opinions of sector prescribers. The
identification of interested parties has been trusted to that described by the Seven
Commitments for Sustainable Development of ENDESA, which does not distinguish
the major stakeholder groups, far short of completeness that would be required to
identify what type of information would interest these groups. It informs that throughout
2007 a bidirectional Communications process has been designed with the stakeholders
that will feed the 2008-2012 Sustainability Strategic Plan. This communication process
seems to be essential to ensure that the published information will be under the focus
of the interested recipients.

ENDESA is developing the Strategic Plan for the Environment and Sustainable
Development (2003-2007). 2006 Sustainable Report informs that 80% of the objectives
have been fulfiled. What results incomprehensive is that the quantitative objectives
fixed in this plan are not published among other result data obtained in the same period
and all in all this is not consistent with the desire of transparency expressed. It is
neither comprehensive based on what information does Deloitte review the progress
and compliance of the sustainability commitments raised on the 2005 Sustainability
Report since, neither in that report nor in the one analyzed now there is any evidence
of targets for coming years.
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There is no evidence that in the decision process for new investments is taken into
account or assessed the social impacts that the performance will result in, what, taking
into account the social conflicts that some of the ENDESA investments have
generated, especially in Chile, is a high risk. Also in Spain some complaints have been
registered by Environmental Organizations before the proposed expansion of a
combined-cycle site in the Natural Park of Cabo de Gata (Najar, Almeria)'*. These
protests ?S\/entually led to filling a formal complaint before the court by ENDESA against
the NGO™.

As previously discussed in the content paragraph of the present report, how
information is presented makes it very difficult to evaluate the company performance,
staying in the mere provision of data, without understanding what might result of
interest to its stakeholders. All in all, there is no approach to information that meets the
needs of stakeholders.

In the information provided there is no mention of negative impacts of activities, nor of
the difficulties and problems that the company finds to achieve its objectives, but it
describes a series of successful policies and procedures encountered by the company
with those attained consistently improves in different aspects. This approach makes put
into question the balance principle of ENDESA where it appeals as one of the
principles of information quality that guide the production of its Sustainability Report.

On the Value Chain Management, both in terms of suppliers and contractors, there is
hardly any information about concrete measures and results obtained in the different
initiatives that pursue that the commitments in various aspects of the CSR also achieve
its Value Chain. There is only some information about the evaluation procedures of
suppliers regarding Human Rights in Chile, as well as in other aspects of occupational
hazards. Taking into account that ENDESA imports coal and other raw materials and
that prospects the Chinese and Indian markets, the risk level of violation of Human
Rights in these activities is high, so it is lacking information on supplier control
measures in these terms.

d. CORPORATE GOVERNANCE

The Risk Control System Management does not take into consideration specific topics
about environmental and social risks, that should be under any of the four categories
ranked in the risks to which ENDESA is exposed: Business, market, credit and
operational. When its Risk Control System is described there is no evidence of what
control Systems are established to value, mitigate or reduce risks derivated from
environmental and social issues. Due to existing legislation, in the case of
environmental at least there are environmental impact studies prior to the completion of
the projects, however, there is no evidence that similar studies are made on social and
human Rights risks. The company does report that it has mechanisms to monitor law
compliance wherever it operates.

ENDESA reports that 33 people have Shield clauses in their contracts, and these are
approved by the Governing Council and consequently informed in the Shareholders
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Meeting. There is no evidence on what type of information is delivered to the Board
about this Shield since in the information analyzed it was not included.

Concerning the Shareholder's General Meeting operation, its regulation does not
specify that certain matter have to be subject to separate votes, not banning the
practice of combining a single vote in all matters, as in the case of the councillors’
election, councillors’ salary policies or amendments to statutes for each item o item
groups that are substantially independent. The regulation does not oblige that the
Governing Council presents accounts to the General Meeting without reservation nor
exceptions in the audit report.

Nor is regarding the general meeting of Shareholders, evidence of the existence of
mechanisms to allow the fragmentation of the vote so that financial intermediaries
appear as legitimate shareholders, but acting on behalf of various clients, may cast
their votes in accordance with these instructions.

ENDESA's statutes limit the maximum number of votes that can deliver a single
shareholder at 10% of the share capital, although this point has been changed in 2007
following the entry of ENEL and Acciona in the social capital, throughout 2006 was in
force this limitation of voting Rights.

Regarding the Governance Council composition, it is composed of 13 councillors with a
majority of independents (7 independents, 2 executives, 1 Sunday and 3 external non
independent since they are related to companies shareholders with stable and
meaningful participation in ENDESA’s social capital). It is also remarkable that there
are no women in the Council and among the 37 members of the Senior Management
there is only a woman as Corporate Manager, reporting to the Services Corporate
Manager. No reasons are mentioned for this low female presence or the steps taken to
correct the situation.

There is no evidence that the Council will produce a report on the remuneration policies
of the councillors and that it is presented to a vote of the Board as an advisory capital
and as a separate item on the agenda. However, unlike previous years’ reports, the
salaries of the councillors are published broken down by each of councillors and items
that make up.

The remuneration policy of the board members is composed of a monthly fee and a
variable profit sharing with a global and annual limit of one per thousand of the benefits
of the consolidated Group. In addition, allowances will be charged based on meetings
attended.
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IBERDROLA, S.A.

(IBERDROLA)

|. GENERAL INFORMATION

IBERDROLA offers its clients several services related to the generation, transport,
distribution and selling of electricity and natural gas. In addition, the following products
are included:

Heating and air conditioning services.
Maintenance and installation of natural gas.
Real estate
For companies:
0 Electrical turnkey installations
Technical quality of supply
Renewal energy installations
Energy Management services
Energy saving and efficiency services
o0 Environmental advice
Engineering and construction of electrical installations
Operation and maintenance of Electrical generation installations
Water distribution through a company in Chile (Essai) in which Iberdrola has a
stake

O o0oo0oo

Geographic scope

IBERDROLA is present in the following countries:

Spain

America: USA, Mexico, Guatemala, Venezuela, Chile, Bolivia, Brasil.

Europe: Portugal, France, Switzerland, Italy, United Kingdom, Belgium,
Germany, Poland, Finland, Latvia, Slovakia, Ukraine, Russia, Albany, Greece,
Sweden, Estonia, Hungary, Bulgaria, Cyprus.

Asia: Kazajstan, Korea, Taiwan, Qatar, Arab Emirates, India, China, Armenia.
Africa: Algeria, Tunisia, Kenya.

The Annual Report details the type of presence that the company has in each of the
countries: electrical generation, distribution and/or selling; gas selling; engineering and
construction; other activities.

Indexes of socially responsible investment

In 2006, IBERDROLA informed it was quoted in the following indexes of socially
responsible investment:

Dow Jones Sustainability World Index
Dow Jones Sustainability Stoxx Index
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International Rules

IBERDROLA declares it “respects the principles in which the following declarations and
initiatives are based”:

Universal Declaration of Human Rights.

Three party- Declaration of principles related to multinational companies and
the social policy of the ILO.

The United Nations Rules in relation with the responsibilities of multinational
and other commercial companies in the framework of human rights (mentioned
only in the Code of Conduct, although last year they were also mentioned in the
Annual Report).

Guidelines for multinational companies of the OECD.

Voluntary standards

IBERDROLA declares that it has voluntary adhered to the following standards related
to contents and management systems of Corporate Social Responsibility (CSR):

Sustainability Report in accordance with the GRI guide version 3.0.

Annual Report in compliance with the principles set out in Rule AA1000
(Assurance Standard).

Member of the Spanish advertising self-regulation organisation (Autocontrol).
Signed its Code of Conduct.

Member of the Spanish Ecommerce Association (AECEM). Signed its Code of
Conduct.

Member of the Spanish Advertisers Association. Signed its Code of Conduct.
Code of Conduct of Ecommerce and Advertising on the Internet.

Registration of the contracts for different products and services in the Registry
of General Conditions to Contracts of the Ministry of Justice (voluntary, in order
to promote transparency).

In addition to voluntary standards, IBERDROLA declares it is included in the following
rankings of companies, related to sustainability:

Storebrand Investments

Climate Leadership Index

Pacific Sustainability Index

Carbon Disclosure Project

Global 100 Most Sustainable Corporations in the world

Documents included in the analysis

For the analysis of quality related to CSR in the company, information contained in the
following documents has been taken into account:

DOCUMENTS OBSERVATIONS

2006 Sustainability Report
2006 Annual Corporate Governance Report
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2006 Legal Information

Professional Code of Conduct — Approved [There is a new version, approved in 2007 which is
in 2003 out of the scope of this study.

Decalogue of Responsible Behaviour of
IBERDROLA

There is a new version, approved in 2007 which is

Board of Directors’ Regulation out of the scope of this study.

Regulations of the General Shareholders  [There is a hew version, approved in 2007 which is

Meeting out of the scope of this study.
Regulations of the Appointments and There is a new version, approved in 2007 which is
Remuneration Committee out of the scope of this study.
Regulations of the Audit and Compliance [There is a new version, approved in 2007 which is
Committee out of the scope of this study.

87



[I. TABLE OF RESULTS

Tablel — Valuations according to Tools and standards

Table 2 — Valuations according to analysis axis

IBERDROLA
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[l. CONCLUSIONS

a. GLOBAL

The global valuation of the information analysed, according to tools and standards
used, is of 1.75, remaining at the level of poor information.

The evaluation of the contents of the different aspects of the CSR and of the quality of
the information provided, according to GRI indicators and the Rules related with the
responsibilities of transnational and other commercial companies in the framework of
human rights of the UN, is of 1.67, remaining at a level of poor information.

The valuation of the information provided in relation with the management system
used, according to the tools used (GRI Profile and Principles, AA1000 Principles and
Indicators and Principles of the New Economics Foundation valuation model), is of
2.03, remaining at the level of incomplete information.

The valuation of corporate governance stays at the level of poor information, with a
grade of 1.51.

From a quantitative point of view, the differences in results according to tools in
comparison with last year are minimal. Again, IBERDROLA gives high importance to its
environmental information and declares it has a position as defender of renewal
energy, betting on the contribution to sustainable development from an environmental
point of view.

Improvement in availability of information referred to the management of aspects
related to human rights is still slow, increasing from 1.14 to 1.16. The valuation of the
United Nations Human Rights Rules show low results again, as there is no evidence of
the existence of procedures related to human rights connected to operations, nor
security systems and their results.

Concerning vision display and formal commitments and policies related to sustainability
in social aspects, there is still no evidence of the implementation of associated
procedures and management systems.

b. CSR CONTENTS

In the president’s letter contained in the Sustainability Report of 2006, several aspects
related to sustainability and a public commitment to it are mentioned. However, in this
letter there is no clear, definitive and explicit commitment to the management of CSR in
its different aspects. Yet, there is an explicit mention to an “intensification of social
action”, although this is only a part of CSR.

IBERDROLA specifies in its 2006 Sustainability Report that the Professional Code of
Conduct and the Decalogue of Responsible Behaviour are only applicable to
companies in which the group has a 100% of the property, although some companies
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of the group are developing their own code, in accordance with the mentioned
Professional Code of Conduct.

IBERDROLA defines, in page 189 of the Sustainability Report, the scope of its
contents. It shows in a graphic and clear form the perimeter of the sustainability
information, a necessary requirement in order to understand the Annual Report. In
accordance with this information, in the environmental and social perimeters there are
less than 25 companies, whereas the total of companies in which IBERDROLA has a
stake is a bit less than 300. IBERDROLA assures that none of these companies has a
significant economic, social and environmental impact from the point of view of
sustainability, so there is no need of giving information about them. As a consequence,
it does not define a strategy to integrate the information about them, and there is no
term to do it.

As a general comment to the contents related to CSR of the Annual Report presented
by the company, there are very few references or information about failures, areas that
need improvement, pending projects to be carried out and pending procedures to be
implied and negative impacts. With all this, it is difficult to obtain an adjusted vision of
the current situation. What it is worth highlighting, from a point of view of neutrality and
transparency, is that in this edition there is more information about claims, sanctions
and fees related to environment, consumption, data protection and others.

In several economical indicators there is still no individual data by country, and several
countries don't have any data. This aspect makes difficult to evaluate the
socioeconomic impact from the point of view of CSR according to the country in which
the company operates. An example is the information related to taxes and subventions,
where information is given by regions and several countries are not included.

IBERDROLA provides, through its Sustainability Report, wide environmental
information about its operations, being this type of information the one with more
punctuation, as in other years.

The Annual Report, as it was mentioned last year, continues improving the inclusion of
information related to biodiversity and particularly related to data on land on property,
rented or managed, in rich biodiversity areas. Information has improved in areas in
Spain, including also information on Mexico. There is no evidence of information about
the rest of the countries in which it operates, although some of them have sensible
ecosystems with a high ecologic value, and have environmental protection
mechanisms that are considered more lax.

In the paragraph referred to labour practice and rights, the information about affiliation
and union representation of workers are detailed for Spanish companies of the group,
but there is no relevant and detailed information about third countries, where risks in
relation with these aspects can be higher.

IBERDROLA presents in its Annual Report exhaustive information about its workers in
an annex to it. It informs in detail, under the concept of social perimeter, about staff,
hiring and terminations, collective agreements, accidents, training, performance and
salary ratios men-women, showing trends and various means of clarification. However,
this information is not divided by countries, when this would make easier the analysis of
the impact on labour rights. Besides, there is no evidence of information about total
salary expenses divided by country/region.
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IBERDROLA establishes a commitment with the principle of non discrimination and
equality of opportunities, which is reflected through its Professional Code of Conduct,
as well as though the compromise with the principles of the World Pact. However, there
is no evidence of verification systems, and the results of possible revisions are not
presented, whereas this is required under indicator LA-10 of GRI 2.

As a good human resources management practice, it is worth mentioning that “100% of
the directives of companies included in the report are local, considering local directive
as the person born in the same country where the company for which he/she works is
located”.

In the paragraph referred to human rights, IBERDROLA assumes, as previously
mentioned, commitments with international initiatives and rules.

In relation with the rights to freedom of association and collective negotiation, rights
that IBERDROLA defends, it informs that there has been no conflict (in the companies
included in the Annual Report). However, there is no evidence of specific measures to
back these rights, above all in environments with risk, as it is shown in indicator HR5 of
GRI 13.

In previous editions of this report it was stated that IBERDROLA did not provide
information about procedures related with the protection of human rights in order to
show it complied with its commitments in this field. In relation with this subject, in the
2006 Annual Report IBERDROLA states it doesn’t consider these procedures
necessary, as “the company has a solid ethic basis”.

Only by the definition and implementation of policies, procedures, result evaluation as
well as other management systems, the respect and protection of human rights in the
corporate field can be assured. IBERDROLA is not exempt from risks related to human
rights (civil, labour, environmental, social, of development...), and for the management
of these it is necessary the existence not only of commitments and policies, but also of
specific procedures and other management systems that don’t leave protection at the
will of the people or organization’s ethics. And this notwithstanding the fact that
IBERDROLA considers “the risk of its activities affected by attacks to human rights
practically inexistent”.

In the 2005 Annual Report IBERDROLA presented a report on the progress in the
implementation of the principles of the World Pact, mentioning commitments about the
inclusion of mechanisms in several procedures related to the supply chain, non
discrimination and security, but without informing about it in the Sustainability Report.
In the 2006 Annual Report there is no reference to the progress report or to the level of
compliance with the commitments.

The code of conduct establishes claim mechanisms and audit and verification
procedures, as well as the preparation of an annual report, by the Audit Management,
about the level of compliance. However, there is no evidence that IBERDROLA has
made the results of this report public, information which would be interesting for the
different parties.

Concerning the relationship of IBERDROLA with different native peoples, in the Annual
Report there is information about particular cases like Bolivia, Guatemala, Chile and
Brazil, where the group’s operations are in contact with different native people. There is
information about actions carried out in relation with training of workers in native
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language, information, reception of complaints, palliative measures, donations to NGOs
that work with native peoples, hiring of members of these communities and others. But
in this information there is no evidence of the existence of a system with procedures
that allow the assurance of an effective protection of the rights of these peoples,
recognised by the international legislation, in the sphere of influence of the companies
of IBERDROLA’s group. And there is no information about the results of the
implementation, or their efficiency in order to assure the compliance with the
compromises acquired by IBERDROLA in the field of human rights.

The company does not inform about how it complies with and respects the rules that
protect the right to water in its sphere of influence, as it is stated in the NNUU rules.
This subject is especially important in the case of IBERDROLA, as it holds a 50.9% of
the property of Essal, company dedicated to the distribution of water in Chile.
Something similar happens with the rules that protect the right to a decent housing, in
relation with the operations of IBERDROLA Real Estate.

Regarding surveillance and security services and their relationship with human rights
(as stated in the NNUU Rules), IBERDROLA does not make any reference in its 2006
sustainability report. In 2005 it referred to “Specific Security Procedures” without giving
other details, and in this year’s edition references to this subject have been deleted.

IBERDROLA commits itself publicly refusing corruption practice in any of its forms. This
commitment is reflected in its Decalogue of Responsible Behaviour, its Professional
Code of Conduct and the adhesion to the World Pact, which focuses its tenth principle
on the fight against corruption. The 2006 Sustainability Report shows a progress in the
company’s performance in the fight against corruption, including this field in the risk
management system, carrying out a diagnosis in three areas of risk, providing
recommendations to directives, introducing purchasing procedures which take into
account these aspects and training 327 people in the organization. IBERDROLA also
shows the result of its disciplinary measures in this field.

However, there is still no evidence that the company takes measures to prevent
conflicts of interest, committing itself not to hire previous Government employees after
their dismissal or retirement, when the activities or the hiring are directly related to the
functions developed by them, or supervised by those Government employees, national
or international, during their continuance in the post.

Neither there is information about possible policies which would affect all the group’s
companies, which would define the criteria about financial contributions to political
parties and instruments of political pressure, and with the principal function of financing
them and their candidates, as well as compliances mechanisms. In the same sense it
is informed that there are no donations made in 2006 by any company of the group.

Regarding the consumer’s rights, IBERDROLA has improved this year the information
related to its compromise with the confidentiality of its clients’ data and has provided
information that describes procedures, systems and measures in this field, as well as
information about claims from clients and records from the Data Protection Agency.

As regards the scope of the different practices, there is no specification about the
geographic field/subsidiaries affected by the Advertising initiatives and the responsible
commercial practices (including the adhesion to different voluntary codes). The same
happens with the management of security and confidentiality of the personal data, so
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we can understand they only affect Spain. Besides, IBERDROLA does still not inform
about the number and types of claims from clients received during 2006.

The United Nations Guidelines for the protection of Consumers require an explanation
of the measures taken in order to assure that the compromises with the consumer’s
protection are guaranteed even in the case of vulnerable groups. As it was shown in
previous editions of the present report, there is no evidence of specific mentions to this.

These Guidelines also require the assurance of an efficient distribution of essential
goods and services to consumers, depending on the different geographic fields in
which the company operates. “When appropriate, special policies will have to be
studied in order to assure the distribution of essential goods and services, if the
distribution is threatened, as it would happen, above all, in the case of rural areas”.
IBERDROLA's services related with the distribution of energy and water are considered
essential.

c. CSR MANAGEMENT SYSTEMS

IBERDROLA defined it CSR management strategy for the next years under a
“Corporate Social Responsibility Plan” prepared in 2004. As the level of transparency
of the Plan was low, it is complicated for the interested parties to have a global vision of
the strategic approach and its display, due to the lack of knowledge of objectives,
projects, resources and evaluation systems to be used to measure the level of
compliance of objectives. These lacks make the understanding of the level of
implementation of the CSR management system in IBERDROLA difficult, as well as the
next steps to follow.

IBERDROLA bases its CSR strategy on the compromise and the creation of value for
the interested parties. The Annual Report includes this compromise in several parts.
Despite this, the company presents a relationship system with parties with some
weaknesses. Firstly, there is still no evidence that there is a procedure for the
identification of the parties. IBERDROLA admits the high number of interested parties
in the Group, and this has required the distribution in eight generic categories. This low
level of detail makes impossible an appropriate identification of needs, and as a
consequence, an exhaustive reporting. Although there is a generic identification of a
group of interested parties for the group, in general there is no structured and detailed
information about what people, institutions, communities, groups, entities or
organizations have been considered, in 2006, as relevant interested parties in the
different countries in which it operates.

The Annual Report informs that, from an internal and external analysis, the material
elements for the parties are identified and divided in 6 statements with a too generic
content. Also, there is no evidence of the establishment of measurable social
objectives, something that is considered critical from the point of view of a continuous
improvement. These deficiencies show that despite the different means of
communication and dialogue for each category, there are no concrete and measurable
objectives publicly communicated.

There are, however, environmental objectives associated with action guidelines that
IBERDROLA calls “Environmental guidelines”. Each guideline has its objectives with
indicators for its measuring, which is considered very appropriate to know where the
focus on the reduction of impacts is. However there is no evidence of quantification of
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the goal to reach in each indicator, although the Annual Report says the
Areas/Business establish these goals. If the goals and their level of compliance are not
communicated, the feedback to the interested parties is broken.

From a point of view of neutrality, IBERDROLA informs the interested parties about the
advances and achievements attained during the period. However, in general there is
no evidence of the difficulties and goals the company has in relation with CSR.

In general, as mentioned in previous reports, IBERDROLA ‘s Sustainability Report has
a limited number of quantitative indicators related with the social dimension (except in
particular subjects, as for example employees).

The company, with reference to the management of its supply chain, “urges” its
providers to comply with “particular codes of conduct, to adhere to World Pact and to
assure the compliance with human, labour and environmental rights”. In the 2005
Annual Report IBERDROLA informed that it made visits to its installations with in-situ
verifications related to such codes of conduct, for providers in risk environments. In the
2006 Annual Report, there is no reference to such verifications without explaining the
reason for such deletion. Furthermore, there is still no detail about the content of such
codes. IBERDROLA justifies that the purchase volume in risk countries is very low
(0,5%) and it is establishing contractual clauses for the control of human rights aspects
in providers, but there is still no evidence of such procedures.

The 2006 Report has been externally verified by KPMG Asesores S.L. in relation with
AA1000 Assurance Standard and GRI guide (version 3), drawing up the conclusion
that “we have not observed that the information contained in it is not presented in an
appropriate form, or other circumstances that indicate us that the facts contained in the
report have not been obtained in a reliable manner, and we have not found deviations
or significant omissions in the revised information”. It can be observed that the results
of the verification document, attached to the Sustainability Report, presented by the
certification entity (KPMG) does not adjust to the conclusions of this study with relation
to the compliance with standards used in the analysis, not knowing if during the
external verification there was access to other information not revised in this study.

d. CORPORATE GOVERNANCE

As a consequence of the approval by the CNMV (the Spanish supervisor) of the Unified
Code on Good Corporate Governance and the obligation of having it as a reference for
the 2007 report (to be presented on 2008), the Board of Directors has proposed
several amendments to the company's Bylaws, the Shareholders Regulations and
other documents related with the company’s governance. These amendments
approved in 2007 are not included in the scope of the present study, which evaluates
the current legislation during 2006. In line with the situation, the references of the
governance recommendations contained in the IBERDROLA 2006 Annual Governance
Report are still Olivencia and Aldama Reports. Due to this situation, the evaluation of
corporate governance for IBERDROLA in this edition has not varied in excess in
respect of last year’s results.

All legal information related to governance bodies (Corporate Governance Report,
Board and Shareholders Regulations, Regulations of other Commissions...) are easily
accessible though IBERDROLA's webpage. In addition, the company provides the
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Activities Report of the Audit and Compliance Committee, giving transparency to its
activities during 2006.

The Corporate Governance Report informs about shielding, stating that there are 13
beneficiaries of these measures. It is stated that to create shielding measures, the
approval by the Board of Directors is necessary, but there is no information about
amounts, individually by person. The Shareholders Meeting does not participate in the
approval of shielding measures, although it is informed through the Annual Corporate
Governance Report.

The study analyses if there is an anonymous way for employees, clients and providers
to report on irregular or not ethic financial behaviour. In the case of IBERDROLA, and
with reference to employees, there is a way of reporting (through the hierarchic
superior or directly at the Organization and Human Rights Direction), assuring
confidentiality. This way is linked to the professional code of conduct. However, there is
no anonymous way for clients and providers to report on this behaviour.

There is no evidence that the Board of Directors Regulation foresees the division of
vote in all subjects which are independent, so that shareholders can exercise
separately their preferences (as In the case of appointment or ratification of directors,
that must be voted individually; or in the case of amendments to Bylaws, to each article
or group of articles that are independent).

As regards vote in the General Shareholders Meeting, there is no evidence that the
division of vote is foreseen so that the financial intermediaries that can act as
shareholders, but act on behalf different clients can vote in accordance with their
instructions.

In 2006 IBERDROLA appointed as director a woman in a Board of Directors composed
in 2005 by men. However, there is still no information about the reasons for this
disproportion in the gender of the Board members, and the initiatives adopted in order
to correct the situation.

Regarding the Board and Senior Management’s remuneration, under the Corporate
Governance Report and the Board of Directors Regulation it is not possible to know the
individual remuneration of each director (by type of director). The information available
provides information in groups according to remuneration concepts. Neither there is
evidence of valuation criteria for results in which a right to floating remuneration is
based.

There is no evidence of guidelines for floating remunerations of directors so that these
have a relationship with the professional performance of their beneficiaries and they
don’t come from other external matters (market evolution, sector of activity...). Neither
there is statement that the remuneration is enough for the dedication, qualifications and
responsibility; but not so high so as to compromise their independence. Besides, there
is no explanation that independent directors must not stay in their post for more than 12
years.

Concerning measures to assure independence of the external auditor, there is no
evidence that, amongst the functions of the Audit Commission, the supervision of
communications to CNMV is included (together with further declarations about
disagreements with the outgoing auditor). Yet it is positive to find procedural measures
to assure the independence of accounting and external auditors in relation with the
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division of responsibilities between appointment and the negotiation of the contract by
the Purchase Management, as well as to prevent from the concentration of the
business and other measures.

There is no evidence that one of the functions of the Audit Commission is the obligation
of informing the Board (before the adoption by the Board of the respective decisions),
about the creation or acquisition of participations in other entities with special purposes
or domiciled in countries considered tax haven, as well as other operations of similar

nature that could damaﬁe the indeﬁendence of the ﬁroui.
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PROMOTORA DE INFORMACIONES, S.A.

(PRISA)

|. GENERAL INFORMATION

Products / Services

PRISA operates in the Communications and information sector.

It informs that its activity is focused on the exploitation of social media, written and
audiovisual, and the participation in activities, businesses and provision of all type of
services.

It offers its clients the following products/services, classified in different areas of
business:

- Press: El Pais, specialized and regional press, magazines and international
press business.

- Radio: radio in Spain and abroad and music.

- Education-Editing: Santillana business in Spain and abroad.

- Audiovisual: Television Localia business (Localia), audiovisual production
(Plural/Tesela) and Sogecable.

- Digital: through Prisacom.

- Other: management of resources, printing, distribution, real estate and
corporate business.

Geographic scope

PRISA operates or is present in the following countries:

- Spain

- America: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, USA, Ecuador,
El Salvador, Guatemala, Honduras, Mexico, Panama, Paraguay, Peru, Puerto
Rico, Dominican Republic, Uruguay and Venezuela.

- Rest of Europe: Andorra, France and Portugal.

Indexes of socially responsible investment

PRISA is not quoted in indexes of socially responsible investment.

International Rules

PRISA does not mention any international legislation.

Voluntary standards

PRISA does not inform if it is voluntarily adhered to standards related to CSR contents
and management systems.
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Documents included in the analysis

For the analysis of quality related to CSR in the company, information contained in the
following documents has been taken into account:

DOCUMENTS OBSERVATIONS

2006 Annual Report :;ér;z)hrltdes the CSR Report and the Activity Annual

2006Annual Corporate Governance Report
Board of Directors Regulation
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[I. TABLE OF RESULTS

Tablel — Valuations according to Tools and standards

Table 2 — Valuations according to analysis axis

Quality Levels of the information
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[ll. CONCLUSIONS

a. GLOBAL

The global valuation of the information analysed, according to tools and standards
used, is of 0.53, remaining at the level of anecdotal information.

The evaluation of the contents of the different aspects of the CSR and of the quality of
the information provided, according to GRI indicators and the Rules related with the
responsibilities of transnational and other commercial companies in the framework of
human rights of the UN, is of 0.11, remaining at a level of anecdotal information.

The valuation of the information provided in relation with the management system
used, according to the tools used (GRI Profile and Principles, AA1000 Principles and
Indicators and Principles of the New Economics Foundation valuation model), is of
0.43, remaining at the level of anecdotal information.

The valuation of corporate governance stays at the level of poor information, with a
grade of 1.45.

After the analysis of the documents provided and in particular of the CSR report, we
can conclude that PRISA does not provide enough information in order to evaluate the
company’s social and environmental performance.

The PRISA group is the first Spanish communications group and operates in 22
countries, as well as in Spain, but we cannot evaluate the social and environmental
impact in the countries in which it operates.

Although CSR is integrated in the Board of Directors’ functions, there is no evidence. In
the analyzed information, of the existence of a CSR management system, and there
isn’t even information to prove that risks related with relevant aspects of its social
responsibility in the risk map of the group are taken into account.

In relation with corporate governance, there is more detailed information, but not more
than the legally required. There are references to internal codes of conduct, but there is
no information about their implementation system and control, neither about their
results during 2006.
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In the global evaluation, we can conclude that there are no changes in contents and
management system in comparison with 2005’ s analysis, remaining the information
provided, from a point of view of accounting report, in an anecdotal level.

b. CSR CONTENTS

PRISA, in relation with the different contents of CSR aspects, stays al a level of
anecdotal information, this means, poorly relevant to evaluate the scope of its products
and services' impacts in the countries in which it operates.

In its CSR report it states that “in order to choose the relevant information to prepare
this report we have based on the GRI principles™®, however after this analysis we can
conclude, in view of the information provided and the way of reporting, that this report
is not based on these principles.

Neither there is information that uses other standard or tool for reporting, reducing the
possibilities of comparison with other years and other companies of the sector.
Besides, as the information included is not relevant and exhaustive enough to have a
complete and full vision of the economic, social and environmental aspects of the
PRISA group, the compliance with the principle of exhaustiveness cannot be assured.

There is no evidence of an evolution in quality of information about the contents of
substantial aspects of its CSR in comparison with last year's report. In the way of
presenting the information, in this year 2006 a specific chapter for information about its
CSR management has been included in the Annual Report, in comparison with the
2005 report, that was only focused on its social and cultural action. However, after
analyzing the information contained in this chapter, we can see that PRISA continues
to inform basically about social action interventions and not about relevant aspects of
the management of its CSR. In this information there is a generic identification of
stakeholders and its relationship with them, but it is not exhaustive and detailed
information.

Regarding stakeholders, it makes and enumeration of the groups considered of interest
to PRISA, highlighting shareholders as the principal group. Then, other generic groups
of interest are mentioned (employees, clients, providers and environment), providing
anecdotal information of each of them, and without explaining in detail the interested
parties included in each group and its relationship with them during 2006.

In this sense, as mentioned in previous studies, with the information published we
cannot know how PRISA has identified and chosen its groups of interest and what the
communication procedures with them are. In the CSR report it is said that “the rest of

groups of interest are adjusted to the traditional structure of big companies™’.

Although PRISA operates in 22 countries apart from Spain, the economic information
provided, in the analyzed documents, is poor, it only includes data by business unit and
geographic area, without dividing according to country. In this sense, the economic
indicators provided are not enough to analyse its social behaviour, without informing,
amongst other indicators, about taxes paid by the country (except Spain) or
subventions received. As of information included about social action in the chapter of
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CSR of 2006 the Annual Report, although social action initiatives in Spain and Latin
America are detailed, there is no indication of the amounts donated or provided in the
interventions.

Information provided for environmental indicators is very basic, only developing a bit
more in detail the one referred to the management of paper in the productive process,
but without mentioning the indirect impacts of its activities, as for example impacts
associated with transport or impacts due to installation of aerials of its radio and
television stations, or energetic consumption.

In this sense PRISA informs that it has two action lines for the effective and responsible
use of energetic resources, but it doesn’'t specify procedures, objectives or results
attained in 2006.

PRISA informs that it has prepared an action plan for two years (2008-2009)" for
formalizing a corporative environmental policy. This plan foresees several responsible
practices in relation with the management of the value chain of paper, energetic
consumption and the management of non productive resources. However, there are no
concrete objectives or implementation procedures.

In relation with providers, PRISA informs that since 2001 it has a project in effect, to
integrate the purchase function in the group. According to the analyzed information, the
approach of this project is above all economic, but it is relevant to note that it informs
that for the period 2008-2010 it intends to develop a professional code for relationships
with providers, and in this way reach a shared responsibility relationship in social,
economic and environmental aspects.

Regarding PRISA ‘s value chain, it informs that it has a purchase management project
through an electronic platform for the homologation of providers and operational,
technical and administrative management of electronic negotiation. As informed™®, “this
system offers a function of data base of each provider”, but, actually, information about
providers is very poor, not providing data about purchases by country and provider,
information which could be provided from such tool.

PRISA informs that in 2006 relationship with providers is based on a homologation
process depending on the compliance of certain requirements related to taxes, labour
and human rights. This is done through a purchase platform available in the web,
where it is required to prove that they comply with agreements 138 and 182 of the ILO
related to child and slave work, with LISMI (Spanish regulation for the integration of
disabled) and that they regularly pay their tax and social security obligations.

Although PRISA considers these are necessary conditions for the presentation of bids
and for the partial or total allocation of the service or provision of material, it doesn’t
inform about how it assures that providers comply with these requirements, or other
relevant information that allows the understanding of the implementation level of these
criteria in 2006.

As far as environmental requirements are concerned, it only focuses on paper
providers, but it only informs that it looks for providers that are committed with
environment and that comply with several requirements related to plantation
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certifications. Considering the high volume of paper used by the group it is important to
know the providers’ origin.

In relation with workers, PRISA only dedicates a short paragraph related to training,
without information in this matter, and without indicating how many workers it has in
each country, or if all workers, regardless of the type of contract or country, have the
same opportunities and procedures to access to training...

In relation with labour rights, and with reference to indicators and requirements
established in the Global Reporting Initiative (GRI) and UN International Rights Rules,
as in previous years, there is no mention to workers and policies affected by: health
and safety, training, diversity, discrimination, abuses, commitment with child labour,
trade union and collective negotiation and other workers’ rights. This is especially
worrying as the company operates and is located in countries and environments where
the exercise of the association and collective negotiation rights is considered a risk
practice®®. Neither there are figures of types of contracts, gender diversity by
categories, remuneration differences by category, type of contract and gender of
employee, creation or destruction of employment in 2006.

Neither there is reference to commitments or policies directed to avoid discrimination in
its operations. As a consequence, there is no evidence of procedures related with the
area of Human Resources or other organizational areas, directed to avoid
discrimination for reason of gender, ethnic, cultural or national diversity.

In relation with Human Resources aspects, there is no evidence of commitments,
policies or procedures associated with its activities, or control, monitoring or results
systems. In this sense it is especially worrying that there is no information about these
procedures although the group obtains earnings from the sale of advertising stands
and spaces to sectors (contacts and prostitution) in which there is an evident risk of
violations of several fundamental rights associated with people’s dignity and integrity,
such as the right to health, sexual liberty, or other associated with children and women,
amongst others.

It is relevant to note that there is an absence of commitments about corruption and
bribing aspects. PRISA is the first communications group in Spanish of the world and it
is an important reference for public opinion. This is why it is surprising that there is no
reference to codes of conduct of employees in relation with the use of information. As it
was hoted in the previous study, a mean of communication with such a considerable
impact on public opinion should assure systems for the control of corruption of its
employees in the information given. PRISA does not inform about management
systems in this respect.

In the same way, the communication sector is intimately associated with politics, so we
have to note that neither there is information about policies which govern contributions
of political parties or politically important institutions, or if there has been any donation
to a political party or its candidates during 2006.

There is no reference to mechanisms to face conflicts of interest in the hiring of public
workers, as it is required under the UN Convention against corruption.
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In relation with consumers’ rights, there is very little reference to these aspects. There
iS no mention to data protection rules in any of the countries it operates. PRISA
mentions the intention of signing several codes to assure the quality of its services,
such as the Code for the Promotion of Self-regulation of television contents and
childhood in Sogecable, and it supports the implementation of the Agreement on Self-
regulation of advertising in television and a Code of Conduct in Journalism for CNN+
and Cuatro. But there is no information about this last code of conduct that explains the
social responsibility aspects which have been established and the monitoring and
supervision systems established to assure its efficacy. In this sense neither there is
information that would allow to know if the rest of the companies of the group also
comply with these codes and agreements, or if they have been sanctioned in 2006 for
these aspects.

The information contained in the social report is poor or anecdotal in its contents, badly
structured and not very clear in the exposition of CSP aspects. From the analysis of the
documents included in PRISA ‘s annual report it is difficult to understand what are the
compromises and policies or procedures started in relation with CSR. Besides, there
could be confusion as the title refers to 2007, when it is information of 2006.

Some of the aspects commented in 2005 ‘s report have been considered and there is
information that tries to complement the lack of published information, as for example
to mention the adherence to certain codes of conduct, the mention to freedom of
speech or come indicators of environmental aspects. However, PRISA still has a lot to
improve so far as quality of information and CSR are concerned.

In this sense, as it was previously explained in last year's analysis, about the role
means of communication should have in open and democratic societies, it would be
very important for PRISA not to limit to a generic mention to freedom of speech, but
information about mechanisms, control systems or procedures included in its
management systems which try to assure the exercise of freedom of speech in
journalism and for the citizens. This information is very relevant in order to evaluate its
commitment to protect the right to access to information for people, against situations
that can produce conflicts of interest between these rights and particular interests of
publishers, banks, political parties or public or private institutions.

Besides, as mentioned last year, it would be necessary that as a mean of
communication it informed about which activities and resources are used for journalism
investigation about economic, social and environmental aspects and impacts of public
and private organizations as an analysis and social tool. In this sense, it would be
important that, from its Corporate Social Responsibility, PRISA informed about how it
assures the inclusion of opinions of the different affected and interested parties in the
creation of news, as well as other procedures that reinforce reliability, neutrality and
independence in the contents of information. The sole exception would be the
information included in the book of style of El Pais, which treats aspects related with
the independence of contents, objectivity and neutrality, being these rules of mandatory
compliance without exceptions. In this case neither there is information about the
mechanisms for assuring its compliance. Furthermore, there is only information about
this book that has as scope this mean, but not about other initiatives for the rest of the

group.
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c. CSR MANAGEMENT SYSTEMS

As in previous years, as there is no significant information about CSR, we cannot give
opinions that cover all deficiencies in the analysis of CSR management systems.
However, some of the observations about the most relevant facts to be considered by
the company are the following.

There is no information about the existence of policies appropriate to the activities
developed by the group, or the establishment of objectives adapted to its strategy, and
there is no information about the existence of measuring and monitoring systems for
the social and environmental impacts of its activities. Neither there is information about
the responsible departments or organs for the definition and implementation of CSR
policies and procedures.

It is important to note that one of the Board of Directors ‘s functions is to supervise the
CSR policies, but there is no information about such policies in the analysed
documents.

Although the 2006 Annual Report briefly mentions which are the generic interest
groups, there is no evidence on how these groups have been identified and on their
necessities. Neither there is information about the existence of specific commitments
with any of them, the establishment of objectives foe each group or is there is a
mechanism of communication, dialogue and negotiation with them. It seems more of a
generic classification of interest groups, highlighting as principal the group of
shareholders. The information provided is basically aimed to shareholders or market
regulators, who would not have concerns about the social or environmental behaviour
of the company. In this sense the report does not give information that assures the
compliance with the principle of inclusivity of interested parties in PRISA ‘s CSR
management system.

In its risk control system, described in the Corporate Governance Section, there is no
inclusion or analysis of any social or environmental risk derived from its activities, only
financial and technological risks.

In relation with PRISA's supply chain, it has a project for the management of purchases
through an electronic platform. It briefly explains, without details, the homologation
process of providers, who have to comply with certain contractual requirements related
with environment, child and slave labour and tax situation. There is no information
about if this system is implemented in all the companies of the group and if all
providers are managed through this system.

The report is only comparable in economic aspects, as it does not establish objectives
and goals in social and environmental aspects.

In relation with the quality of information, there is no evidence of the existence of a
system for the collection of information. The data provided is not exhaustive,
contrastable, significant and relevant, thus, it does not allow making an evaluation of
PRISA's social behaviour throughout 2006.

In its 2006 Annual Report, PRISA does not make any reference to internal or external
auditing procedures in order to check the contents of the report (except for the audit
report on the consolidated annual accounts). These procedures are directly related with
the reliability of information given to the interested parties.
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d. CORPORATE GOVERNANCE

The PRISA group annually publishes its Corporate Governance Report, prepared
following the quoted public limited companies model. According to the specific tool
used in this analysis, information about company good governance practices is
incomplete and with a limited level of detail. For the accountability report in respect of
Corporate Governance, PRISA follows CNMV's official format.

According to the analysis made on Corporate Governance, information is poor.
Although it reports in relation with the recommendations of Olivencia and Aldama
Codes, the information provided is limited to a generic monitoring confirmation, without
including any details. In this sense there seems to be no significant evolution in relation
with last year.

Amongst the most important information lacks in its Corporate Governance system, or
deficiencies, we can highlight the following:

In the analyzed documents there is no information about the existence of an
anonymous way of complaints for workers, providers and clients.

As mentioned above, although PRISA informs about its risk management system, in its
description it doesn’t include risks associated with CSR as risks to be considered in the
analysis, only referring to economic, financial, operational and strategic risks.

As regards information about the Board of Directors, it informs about its composition,
characteristics of its members and earnings, but this is not individualized by Director,
but by type of Director.

There is no information about whether earnings received by directives are related with
the compliance of non financial objectives, such as the compliance of environmental or
social objectives or the establishment of the best corporate governance practices.

It informs about the existence of shielding measures in the contracts of 9 Directors, but
it doesn't specify the name of the Directors affected or about specific amounts.

In relation with the independent Directors’ profile there is a small reference available in
the web page, but this is not enough to know the level of independence of these
Directors or if they have signed an independence declaration.

The number of independent Directors represents less than a third of the total, not
complying with the recommendations given by the Codes of good practices.

The presence of women in the Board is anecdotal, only having the presence of one
woman, the president’s daughter. There is no reference to gender aspects in the Board
of Directors’ regulation, and no mentions of initiatives adopted to improve this situation.

In the same way, the regulation does not fix an age limit for Directors, as
recommended by good governance practices.

There is no information about annual evaluations for Directors.
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In relation with commissions, it is important to note that only 1 of the 5 members of the
Appointments and Retributions Commission is independent.

As regards Shareholders Meeting, in the regulation there is no specification about
whether the external auditor has to be present. Neither there is reference to the
separated voting in the Shareholders Meeting of substantially different subjects, so that
shareholders can exercise their voting preferences separately.

The remuneration policy is approved by the General Shareholders Meeting, but there is
no specification of whether it is a separate point in the agenda.

Concerning the external auditor, in the analyzed information, there is no evidence of
what services and what % of its earnings are due to fees charged to the group, in order
to assure independence, integrity and impatrtiality in the provision of its services.
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UNION FENOSA S.A.
(UNION FENOSA)

|. General Data

Products / services

Union Fenosa offers to its customers the following products / services:

-- Generation, distribution and commercialization of electricity and gas
-- Consultancy through the company Soluziona

Additionally, the group UNION FENOSA has participated establishments engaged to
the businesses:

- Real Estate
- Mining
- Telecommunications

It has subsidiaries with 100 % of participation In these three branches of economic
activity.

Geographic coverage

Union Fenosa operates or has presence in the following countries:

- Europe: Spain, Portugal

- Eastern Europe: Moldavian Republic.

- Latin America: Mexico, Nicaragua, Panama, Colombia, Dominican Republic, Costa
Rica, Guatemala.

- Africa: Egypt, Oman, Kenya

Indicators of socially responsible investing

-Entry in 2006 into the Dow Jones Sustainability Index.

International Requlations

UNION FENOSA adopts "as referring of basic behaviour in all and in each one of the
countries where the Group carries out its activities" the following international rules:

- Declaration Universal of Human Rights, 1948
- OECD Guidelines for responsible business conduct reflected on its Declaration on
International Investment and Multinational Enterprises in Foreign Territory
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Voluntary standards

- Use of the GRI standard v.3 for Sustainability Report.

- Adherence to UN Global Compact.

- Use for the Sustainability Report of the criteria gathered in “The Global Compact. A
practical guide to communication on Progress, 2005.”

Documents included in the analysis

For the analysis of the quality of information related with the company CSR, has been
kept in mind the information contained in the following documentation:

DOCUMENTATION OBSERVATIONS

2006 Annual Report

2006 Annual report of Corporate
Government

2006 Environmental Management Report
2006 Sustainability Report

Regulations of the Board of Directors
Regulations of the Shareholders' general
meeting
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[I. CHARTS OF RESULTS

Chart 1 - Valuations by tools and standards

Chart 2 - Valuations by analysis axis

Grades of guality in the information
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[ll. CONCLUSIONS

a. GLOBAL CONCLUSIONS

The global valuation of the analyzed information according to the tools and the used
standards is 1.47, reaching in the stage of poor information.

The valuation of the contents of the various aspects of the CSR and on the quality of
the provided information, according to GRI indicators and the Norms on the
responsibilities of transnational corporations and other business enterprises in the field
of human rights in the UN, is 1.28, being located in an area of poor information.

The valuation of the provided information on the used management system, according
to the used tools (GRI Profile and Principles, Principles and indicators AA1000 and
Principles of the pattern of valuation of New Economics Foundation), is of 1,61, being
located also in the stadium of poor information.

The valuation of corporate governance reaches the area of poor information with a
value of 1.78.

Union Fenosa uses for its 2006 Sustainability Report the reference standard GRI v.3.
and assume public commitments related to CSR as its commitment with the Global
Compact as well as the adoption as reference of the international standards reflected
above.

By general rule, the quality of the information provided by Union Fenosa depends on
which aspect of CSR is concerned. This way, a bigger breakdown of the economic and
environmental data is evidenced. However, it is more limited the information on the
social aspects in which the company incurs, especially the generated impacts; and is
virtually null the information on Human Rights: outside of a generic commitment with
any principle, there is no record of political or procedures, neither data on results in the
financial year in this regard.

b. RSC CONTENTS
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Union Fenosa, for the preparation of its 2006 Sustainability Report used as a reference
the GRI version 3. In this report there is no evidence about impacts, risks and
opportunities at the level that GRI v.3 requires. Union Fenosa should make a statement
of the major impacts of the organization in terms of sustainability and its impact on
stakeholders, including the rights as are defined by national laws and relevant
international standards. This statement should consider all expectations and
reasonable interests that may have the stakeholders within the organization.

The description set out on impacts is considered very generic. The focuses of the
environmental impacts are limited to CO2 emissions. The social impact is limited to
managing the "human capital' and additionally it talks about the security in the
equipments of the management of the innovation.

There is no evidence of the priorities of the organization regarding challenges and
opportunities in the social environment, neither conclusions on the progress made to
respond to these issues. It should be include also a valuation of the reasons for
obtaining a higher or lower performance than expected, as well as a description of the
available processes to manage the performance and / or the pertinent changes. In the
environmental field, however, it shows a breakdown of goals (qualitative and
quantitative) to report the degree of compliance every year. It is noted that, to be most
useful to value the performance, some of the qualitative targets should have
quantitative targets.

Related to the economic data it is necessary to highlight that there is no evidence or
information about taxes on grants broken down by country. This issue makes it difficult
to assess the economic impact from a standpoint of the CSR segmented by country
where the company operates.

In general we can say that the provided information on the socio-economic behaviour
of Union Fenosa presents a clear limitation on the scope and detail, showed by
shortcomings on its broken down by country. In consequence, it is not possible to
make a full assessment on its impact on societies and areas geographical where it
operates.

In relation to the information about suppliers and managing the supply chain from the
standpoint of CSR, Union Fenosa reports that promotes environmental respect among
its suppliers, as well as the "prevention of occupational hazards." It reports on how they
are gathering information from suppliers to ensure these aspects, in addition to the
specific requirements regarding the environment, an area in which it is evident that they
give more emphasis than to the social or labour aspects. The provided information on
suppliers and about his performance does not allow knowing its social and
environmental performance, also as with the set of suppliers. There is no evidence of
checks or audits realized by Union Fenosa directly to their suppliers, although there is
evidence on it requires an external certification on environmental system for its
strategic products and services. Neither there is evidence of contractual clauses
related aspects of human rights or labour rights with suppliers.

Regarding to the emissions of greenhouse gases reporting only about CO2, including
on it its transport activities, but not about of the remaining gases (CH4, N20O, HFCs and
others), without giving any explanation about it. It provides greater detail data about
NOx, SO2 and other important atmospheric emissions.
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In 2006, Union Fenosa has begun to report on fines and penalties associated with
breaches of environmental regulations. It reports only about four penalties associated
with operations in Colombia, but it does not reports if there has been anything else in
all the countries and activities of the group.

On the other hand, there is no evidence about an explicit and public commitment in
which Union Fenosa assume its responsibility for the effects on the environment and
human health caused by all its activities.

The information related to employee shows some weaknesses. The information about
collective bargaining with employees has improved this year, giving the data about the
overall percentage of worldwide covered employee. But in this paragraph, and about
the freedom of association, only there is information for Spain and for the electric
business, broken down by unions and by number of union representatives. There is no
information about other countries, specifically where the possibilities of the violation of
the right to syndication, are higher, as Colombia, where there have been public
complaints indicating that it is a context where this right the infringed, and therefore, it
can be considered as risky.

There is information about the recording and notification methods of occupational
accidents and diseases, and its notification to the Ministry of Labour, although only for
Spain, with data rates of accidents working, lost days, absenteeism, frequency and
severity rates. But it is unknown the number of fatalities. There is no evidence of
information about the percentage of employees with representation in safety
committees outside the Spanish scope. it returns to be relevant the absence of
information on indicators of health and safety of workers in Union Fenosa in those
countries considered at risk respect to the protection of this right.

Union Fenosa set out a clear commitment with the non-discrimination principle, but
there is no evidence of its development through policies, procedures or data. Related
to the commitment there is mentions to the collaboration with the Ministry of Labour,
about how the management skills avoids the discriminations, on its commitment with
the adaptation of "employees with more difficulties of adaptation".

However, are lacking data to assess the results of commitments. Despite the
commitment with the equality between men and women's wages, there is no evidence
of data to evaluate it. In fact, except for staff costs by country and the average wage
related to the official minimum wage, there is no evidence of wage information: its
commitment with the fair and reasonable nature of the same, details of salaries by
grade, gender, age or educational background, etc..

The data on women percentage and on women in managerial positions are restricted
to Spain. There is evidence that 25% of employees in the group are women, but there
is no data of previous years rates to assess developments. Lastly, there is no evidence
of objectives regarding to these policies and commitments and verification systems to
assess their compliance.

Regarding human rights, Union Fenosa believes, as it is expressed in different places
on its report that there is no risk of violation of human rights derived from its operations
and countries in which it operates. This is expressed in relation to investment projects,
training of employees and business aspects of HR, and in reference to the formation of
services of surveillance and security also in these aspects.

113



However it is considered that a group of companies like Union Fenosa, which is
involved in projects related to major infrastructure projects (including mining) and in
countries such as Nicaragua, Colombia, Dominican Republic, Guatemala, Oman and
Kenya (poor countries, with violations of the human rights, lax laws or lower guarantees
in this area) is subject to potential risks that must been proactively managed through
management systems. In fact, as it was revealed in this same report last year, there
are studies and reports on allegations of NGOs about violations of rights human, on
which there is no explanation in the sustainability report.

Union Fenosa makes explicit its commitment with the Global Compact and, therefore,
with the commitments related to HR behind it. Nevertheless, beyond that this
commitment measures implemented are not demonstrated, neither the development or
adaptation of procedures to develop their commitments in this area, neither results in
the financial year 2006 that evidence the effectiveness in the protection of the rights
Therefore it is not reported the existence of policies, neither of procedures, neither of
results, neither of impacts, neither of training neither the assessment or monitoring of
compliance or potential violations of its commitments on human rights in all their
establishments, and countries where it acts.

Union Fenosa reports on its 2006 report that "there were no incidents involving the
violation of human rights of indigenous peoples." Either way, there is no evidence of
mention in the analyzed documents, about the rights of indigenous peoples. There is
no evidence of an explicit commitment with the rights of indigenous peoples,
recognised by international law, especially on the principle of consent of indigenous
peoples and communities to be affected by their development projects, also there is
any reference to consultations or impacts caused with respects to them in 2006.

In relation to this issue, on page 80 of the report there is an allusion to respect the
collective agreements in different countries, saying that they are above, in terms of
level of coverage, of the requirements by state laws. It indicates "that in this sense,
there are no incidents involving the violation of human rights of indigenous peoples." It
is considered that, in addition to labour rights of indigenous people, the operations of a
company like Union Fenosa are potentially risky for other rights of the indigenous
peoples of the countries where the Group operates beyond of the labour rights and that
they can even be of more impact (health, healthy environment, participation in projects
that affect to them, related to ownership of their lands, and others)

The commitment to combating corruption is materialized through its above mentioned
statement and its adhesion to the Global Compact whose tenth principle is focused on
combating corruption, but there is no evidence of information about the level of
compliance with the Agreed to Fight corruption of the OECD, which applies to all
Spanish companies as a signatory country of the Agreement, and whose requirements
and responsibilities have been transferred to the Spanish penal code.

In line with the information was provided by the company already last year, it shows up
a statement of commitment affirming that "Union Fenosa does not accept nor admit
any privilege type or any bribe directed at the organization or its employees," being
able to interpret that there in not under this compromise to combat the acts of
corruption or bribes to third parties (governments, businesses, publics servers, etc.). It
is mentioned in this regard, the realization of internal audits on procedures on fraud
and corruption which is not provided any detail. With the result of the audits, the Audit
and Compliance Committee is preparing a set of recommendations to the Steering

114



Committee. There are not provided data on the results of these audits neither on the
conducted recommendations.

The company does not provide information on how to act, procedures and control
systems to prevent, on its sphere of activity, acts and decisions that facilitate corruption
of national and international civil servants, as it has committed. It does not provide
information on how to act to prevent conflicts of interest, through to its compromise with
not to hire former civil servants after his renouncement or retirement, when those
activities or contracts are directly related with the functions performed or supervised by
those national or international civil servants, during their permanency in the position.
Information that evidences the performances on its management system of CSR in this
environment would be very relevant in front of situations of risk or complaints about this
aspect.

The commitment regarding contributions to political parties is explicit, expressing how
they stay outside them. However, is not explained if there are policies and processes
for evaluating and monitoring mechanisms established to ensure the compliance with
this commitment.

In relation to the consumer rights, in 2006 Union Fenosa has included in its report
aggregate data of number of complaints about claims in three Latin American countries
(Nicaragua, Colombia and Panama). However, the reasons of the accusations are not
explained, neither the amount is broken down (there is a total amount of total sanction),
neither provides information on accusations and sanctions related with the service
about other countries. There are data on sanctions related to data protection in the field
of Spain.

A correct supply affects to the consumer's rights and the quality of the service; Union
Fenosa has been receiving public complaints by social organizations motivated by the
involvement of a poor supply of electricity and how this harms the capacity of the
access from the citizens to the most basic rights. In some countries like Dominican
Republic, the citizens consider it as the main problem in the country.

In terms of business and contract practices, Union Fenosa does not provide
information in the analysed documentation about its renouncement to the use of
abusive practices in the contracts, as the use of standard contracts that favours to one
of the parts or the non-inclusion or limitation of customer’s fundamental rights in the
contracts.

Neither there is evidence about renunciation of the use of bad business practices and
retentions as: to require slower procedures, more expensive and less accessible to the
customer who decided to resolve their services than in the commercialization of the
same product or service; not to require explicit permission to the customers for
commercial use or sale of their personal data, not to require a communication of
explicit prohibition by fax to their customers, or any other bad business practice that
does not guarantee a fair competence, transparent and open, and therefore, do not
ensure the interests and the consumers' rights.

There is no evidence of quantitative data on claims, its number, causes and results of
management. Therefore, it is not set public objectives in this area and, in consequence,
the interested parts are unable to value possible advances in these aspects.
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Lastly, there is no evidence of policies and management systems / procedures, aimed
to prevent conducts contrary to the free competitive.

c. CSR management system

For an adequate communication the report should have a global reach that includes all
activities carried out by the company, as well as the whole geographical area in which it
operates (from a commercial point of view, production / operations, or supply). Union
Fenosa does not facilitate the level of information required breakdown for the whole
geographical scope of its operations and business areas, neither in relation to different
aspects of CSR and management systems. However, it is evident on many occasions
that in the various sections it is specified that the scope of the information provided is
not complete.

With regard to setting objectives and approach of continuous improvement in the
management of the CSR, there is a clear lack of objectives related to social aspects.
Union Fenosa, when not defining and making public objectives of this type, impedes
the involvement of stakeholders in evaluating the CSR performance by the company. In
the information environment, really there are goals, as it was explained previously. The
recommendations of the external auditor who has reviewed (term used: "Review
Report") the report, it is recommended "to increase the level of achievement of
objectives.” In this sense, and setting out the real necessity in the case of social
objectives, in view of the analyzed information, is to formulate them, because no has
been found any documental evidence about its existence.

On pages 56-57 of the report, Union Fenosa briefly describe how works the CSR
management system, and how raise the communication with stakeholders, describing
the channels of communication with the various stakeholders. Nevertheless, and in
despite of the expressed commitment of the company regarding the interested parts,
there are not data and exhibition of results of the financial year 2006. Therefore no has
been found information that evidences the existence of a structured management
system that includes the identification of concrete stakeholders, mechanisms for
regular consultation and negotiation with them, involvement of the same ones in setting
CSR objectives, their participation in the appraisal of the results and feedback
regarding the commitments and fixed objectives.

The list of stakeholders is limited to the seven generic interest groups in which are
structured the chapters of the report. There is no a concrete list of stakeholders with
"own names", with the same characteristics and description of their interests,
expectations and necessities, as well as management indicators that arise from the
realized consultations. They are grouped under a generic classification by the titles of
paragraphs from the report, without going into greater detail. It is necessary to stand
out the lack of evidences in the analysed information on stakeholders in countries
different from Spain.

Along these lines is also the recommendation made by the external auditors to the
company in the Report Review |. Sustainability 2006, when he says noting "The need
to systematize and consolidate the processes of identification and analysis of the
issues relevant for the stakeholders."
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There is no evidence that the report was fed by the opinions of the stakeholders,
neither that the strategy and vision of the company on aspects of CSR are revised
because of consultations, dialogues or agreements with them. It throws in lack
allusions, references or explanations on reports and public complaints from the civil
society on social and environmental impacts attributed to Union Fenosa, by that the
principle of neutrality can be harmed. In the edition of the last year of this report there
were cited various reports of complaints made by social organizations on which the
company is reiterated in not giving information.

Finally, at the end of the report appears a questionnaire that the stakeholders can fill
but there is no report of the results of the previous year, the subsequent use that has
been given to this results or if any of these data is incorporated into the report

The 2006 report has been "revised" externally by the auditors Deloitte that has "carried
out the revision of the adaptation to the contents of the 2006 Sustainability Report of
the Union Fenosa Group to the Sustainability Reporting Guidelines GRI Version 3.0
(G3) and validation of the indicators proposed in this guide for the activities of the
organization developed in Spain in 2006."

It can demonstrate, such as it is reflected in the conclusions of the Review Report
included in the Sustainability Report elaborated by the auditor that "has not shown any
other fact that makes us believe that (...... ) or the 2006 Sustainability Report of the
Union Fenosa Group has not been prepared in accordance with the Sustainability
Reporting Guidelines GRI version 3.0 (G3).” It can demonstrate that the result reflected
in the verification report submitted by the auditing entity is not adjusted to the
conclusions of this study, being unknown if have been taken into account information’s
from the verification team, other than those observed in the analyzed documents in this
study. Related to this topic, there has been no evidence of involvement of stakeholders
in the verification process realized by the auditors.

d. CORPORATE GOVERNANCE

Union Fenosa in 2006 has carried out modifications of public documents that affect to
the analysis of the company. This is the case of the Regulation of the general meeting
of shareholders, which it was amended and adopted at the 2006 General Meeting of
Shareholders. The changes affect only to the Article 4 to pick up certain issues
regarding with the ability and obligation to convene the Meeting and with the article 5 in
connection with the announcement of the convocation of the Meeting.

As a general assessment, it is considered that the Corporate Government report is
detailed and it allows to value more extensively the performance of the advisers and
the practices of corporate government of the company.

No evidence has been found of channel complaints (confidential) for employees
dedicated to that they can communicate the irregularities of potential transcendence,
especially financial, accounting, that can alert within the company and that it should be
established and supervised by the Audit Committee. Neither there is there evidence of
an anonymous channel for customers and suppliers so that they can denounce
financial irregular or not very ethical behaviours.
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The risk management system that Union Fenosa has covers the classics operational
and financial risks characteristic of a company of its size and also environmental risks.
There is No description hedging social or related with HHRR.

As for the structure and composition of the Board of Directors is evidenced that the
representation of independent directors is scarce, supposing a 9.5% the total of
advisers. Less than what is required by the recommendations of good government's
guides, that recommend that at least should be a third part of the total. Neither has
been found evidence that it has been regulated as not to remain as independent
advisers for a continuous period exceeding 12 years.

There is no evidence that the Board of Directors elaborates a report on the
remuneration policy of directors and to subject it to the vote of the Shareholders'
meeting, with an advisory character and as a separate item on the agenda. Just as
there is no evidence of information on mechanisms for assessing the quality and
efficiency of the work of the Board of Director, as well as areas in which the members
of Board of Directors must update their skills and knowledge.

Good governance practices affect in that must be defined an adequate number of
Board of Directors to achieve an efficient and participatory operation. In the case of
Union Fenosa the size is 21 members, with a defined maximum of 22 when the good
practices recommend that its size is not less than 5 or more than 15.

On the other hand, there are advisers who represent less than 5% of the shares and
there is not made reference to whether have been received applications to sit on the
board, of shareholders with more than 5% and which have not been estimated.

There is no mention whatsoever to gender issues in relation to the Board of Directors.
There is no woman among the advisers, neither explanation of why there is not more,
neither measures to encourage their presence.

There is no age limit for the performance of the Board of Directors and in connection
with the attendance to the meetings is informed of the absences of the President, not of
the advisers.

It is very limited information that the company webpage shows on advisers, very far
from what the good governance practices recommend.

With regard to salaries, are published those perceived by the Board of Directors, in
aggregate and by type of adviser, with compensations by type (fixed, variable, etc.) and
profits. There are no details of the retributions that each adviser has levied on an
individual way. Moreover, variable remuneration should be linked to the performance of
its beneficiaries and not derived from other external affairs. In the case of Union
Fenosa, it depends on both.

Most of the members of the Nomination and Remuneration Committee should be
independent directors, according to good governance practices, and in the case of
Union Fenosa there is none.
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