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: Delivering ahead of targets

05-09 2005
Targets Results

EPS growth >15% CAGR 20%

DPS growth >12% CAGR 14%*

Avg. annual
CAPEX 05-09 (Emm) 380 465

REE results confirm growth momentum
fuelled by investments

* This amount corresponds to the interim dividend growth paid on January 2, 2006
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Focus on core business

Acquisition
of 75%
February of Redalta

Divestment
of 100%
June of Albura

Secured
competitive

October long term
financing

o Implied enterprise value: €739mm
0 92% ownership of Spanish transmission network
o Consolidation from February 15

o Divestment of loss making telecom division to T-Online
International

o Enterprise value: €61.5mm
o Deconsolidation from June 30

o Strong financial condition (AA-/A2 ratings)

o Debt refinancing: average maturity increased
to 9 years

o Hedged to potential interest rate hikes
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Consolidated financial results

Key figures (€Emm) 2005
Turnover 860.2
Gross operating profit (EBITDA) 591.1
Net operating profit (EBIT) 339.3
Profit before tax on continuing activities 269.2
Profit for the year on continuing activities 176.7
Profit attributable to parent company 162.4

Delivering double digit growth

in continuing activities

2004
738.8
496.4
307.2
240.5
159.3
135.8

A (%)
+16.4
+19.1
+10.5
+12.0
+10.9
+19.6

Note: The amounts shown above were calculated and classified in accordance to IFRS. Redalta included as of

Feb 15th, 2005. Telecoms subsidiary results classified as non-continuing activity.
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Capital expenditure and capital structure
Capex Financial ratios
€mm 2005 2004 €mm 2005
Transmission in Spain 7126 2434 Net Debt 2,791.1
Investment in transmission 420.2 2434 Leverage (D/D+E) 74.4%
Acquisition of Viesgo 451 - EBITDA / Gross Interest 5.5x
Acquisition of 75% of Redalta* 247.3 - Net Debt / EBITDA 4.7x
International regulated activities 7.2 7.3 Credit ratings AA-/A2
Other 35.7 23.9
Total 755.5 274.6

Significant step-up in capex program
* This figure corresponds to the acquisition of 75% of Redalta shares and the shareholders’ loan
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2004
1,845.8
67.8%

6.5x
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Competitive long term financing

Debt by instrument (€mm) Debt breakdown
® LT Bonds mBanksLT Floating - 33% Dollar - 2%
m Banks ST B Commercial paper program
3,000 - €2,810mm

76

2,500 - 169

€1,860mm

53

2,000 -
60

1,500 -

Fixed - 67% Euro - 98%

1,000 -

Average cost of debt

500 - 895

0 -
31/12/2004 31/112/2005

Average maturity increased
from 6 years to 9 years
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1999-2005: Consolidation of the Spanish TSO

Transmission gross asset base (€mm) Transmission revenues (€mm)

5,533 ’
2.5x 2.5x
2179 o/ *
796** }'92 A)
316 } 61%*
J
1999 2005 1999 2005
Operating data Quality of service
Circuits (km) Transformation Avg. interruption Energy non-
capacity (MVA) time (min) supplied (MWh)
33,095
1.8x 55,222 1.927 678 a7
A-162% ’
18,634 / 3.1x \ \ 344
17,976 0.737
1999 2005 1999 2005 1999 2005 1999 2005

* This figure represents REE’s transmission revenues as % of total mainland transmission revenues
** Includes Redalta’s full year revenues.
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2006-2010 Strategic plan highlights

o Upgraded investment plan in Spain to €2,200mm

o EBITDA margin increase of at least 300 bps coming from organic
investment and integration synergies

o Continuous focus on quality of service
o Promote stability and appropriate remuneration of transmission activity

o Focus on shareholder remuneration
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Upgraded €2,200mm investment plan in Spain
o Upgrade of 5Y investment plan from Annual capex (€Emm)
1.9bn to 2.2bn
o Higher capacity investments in CCGT 500 -
and wind farms 400 -
o Expansion of the high-speed rail network 300 -
International interconnections 2007 e
° 100 { 203 215 243 420
o Additional investments to strengthen 0 ' ' ' ' '
reliability of network 2002 2003 2004  2005*  2006E-

10E
* Excluding Viesgo and Redalta acquisition

o Supported by revision of the energy

infrastructure plan for 2005-2011 Winter/Summer peak demand growth

o Expected 1Q 2006 (GW)

_ Bk

26.5%

Winter ® Summer

37,7 5.2% 43,7

2004 2005 2011E
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’ Increase In scale and integration synergies
will deliver margin expansion

o Efficiency improvements due to EBITDA margin (%)

integration of acquired assets and
larger asset base

Sources of Synergy

o |rr_\tF;]l'0V6d Ir]egotiating power a End of O&M contracts with
o 4 yr O&M contracts will expire end W supplers ; sellersin2006
o Spread of support costs over { o New O&M organization
Of 2006 larger asset base i
¢ Endesa: €102.5mm (€25.6mm per year) i:;
¢ U. Fenosa: €35.6mm (€8.9mm per year) g:ﬁ -
- - - 1%
o Expected increase in operating 0% +
margins due to larger in scale 2004-05 20108

and strict control of fixed costs oo an b nd e adeolint

o EBITDA margin increase of at least W Gross asset base o
) 10,000 1 Headcount TACC: 5% - 1,500
300bps during 2006-2010 =4— Headcoun .
8,000 1 P\GC. J\50/0
1 L
6,000 A 1,000
4,000 1 oo
2,000 1 J
0 . T T T T T T o o

2001 2002 2003 2004 2005 2010

* Gross asset base corresponds to the transmission activity and headcount to Red Eléctrica de Espaia
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Continuous focus on quality of service

High 2,0 . aQ D
1,8 - y
1,6 - N
’ SCAN Y A
014 - g
EJ 1,2 4 % EUR 1 ASP
o 1,0 - o N o
S 0.8 - Sob s g R
o 0,6 - ! y B
?0,4 - ’
0,2 - w
LOW 0,0 ] ] ] ] ] ] ] ] ] | J
2,0 1,8 1,6 1,4 1,2 1,0 0,8 0,6 0,4 0,2 0,0
Maintenance costs
High intenance Low

o Best in class in the last independent survey among 25 Transmission companies
o Strong focus on system reliability and security of supply

o Ambitious targets in quality of service

o World class performance

Source: UMS Group benchmarking 2003 (2002 data). Europe includes Belgium, Czech Republic, Finland, Germany, Holland, Ireland, Island, Italy,
Norway, Portugal, Spain and UK.
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» Remuneration rate: L

. significant

3-month euribori+ 100 bps investment plan
1

=z
T
d A clear and adequate regulatory framework
Is needed to promote investments in new
infrastructure
1997 1999 2001 2003 2005 2007 2009 2011
i i i 32002-2011:1 Energy I:nfrastructt:Jre Plan E
Energy > Grovllving percep'tion of Iarge: » Approved by Mil;listry and Parliament | \
Infrastructure need for new investment » Investments of ql2.7bn in trahsmission ! :
Investment : : : > Expécted revisian of 2005-11 investment plan :
: 1998-2002 period | 2°°3'.2°°6 | 209?'2010. o
| . . | period . Upcoming revision
P ' » Effidiency factors (X and Y) '» Efficiency factors ' » A supportive !
Transmls_swn : set it 1-0y : ( ) : (X and Y)stet at0.6 1 regulatory framework
Regulation | R Ren'#uneration réte- ! ' ' is needed to fulfil !
i " 10-yr T Bond + 150 bps

REE has developed a robust transmission grid key for the development of
competition and guarantee security of supply

o 2,233 km of circuits commissioned over 1999-2004 that represents 55% of the total km
of circuits commissioned in Europe*

*Source: UCTE. Europe includes Belgium, France, Germany, Greece, Holland, ltaly, Poland, Portugal, Spain and Switzerland.
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Investments in transmission generate significant
benefits for the system

o Transmission remuneration represents only 5.3% of total tariff in Spain
o Transmission tariffs and cost are in all indicators below European peers

o €10mm of investment in transmission could generate €125mm* of annual saving to the
system

Standard cost of investments Transmission revenues / demand
Unit cost of construction - Double circuit 380 kV - €/MWh
€lkm flat land 12
800.000 -
10 -
600.000 - 8 -
400.000 - 6 -
4-
200.000 - 5
0 0
. . O 8@ A Q) e 20 2 2> R > DO .0
6’7(\6 L E S S DS RN IR RGO SIS R g S PR PN AP S RPN
FTFESE LY ¥ S L PP FS WL R E NS & P % P F ) 50 oo
{&1'0( v.\) Q‘ o 0‘6;\ 0‘\'0 QQ\Q 000(\& & o L& 430 ‘2‘0 Q‘\) 6\() \;o & %Qg Oﬁ'bob v))o 0‘6\ Qoz(\ \'/{&\ VQQ\ QIQQO{\‘Q 6\0
% & & &
(¢} &)
@(‘
Source: ICF Consulting, Study Contract NoTREN/CC/03-2002 Source: Consul Firma (2003 Data)

Prepared for the DG TREN/European Commission

* Figures based on main axis, excluding international interconnections. Includes savings for (i) reduction of energy not supplied and (ii) production redispatching.
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Commitment to maintain an
optimal capital structure in line
with sector’s best practices

o Operating cash-flow will help finance
strong capex program while
increasing shareholder remuneration

o Capital structure consistent with a
solid financial condition

RED ELECTRICA DE ESPANA

Commitment to maintain an
efficient capital structure

Strong growth & low risk - 2006-2010 Strategic Plan

Operating
Cash Flow

Dividends &
Investments

(€ mn)

Focus on shareholder remuneration

Operating Cash Flow M Dividends M Capex
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2006-2010 targets

EPS growth > 15% CAGR
DPS growth in line with EPS growth

Efficient capital structure

High return for shareholders with
strong growth at a low risk

Strong growth & low risk - 2006-2010 Strategic Plan
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This document has been prepared by Red Eléctrica de Esparfia, S.A. for the sole purpose described herein. In no case
may it be interpreted as an offer made to sell, exchange or purchase, nor may it represent an invitation to make any
type of offer, particularly, to acquire or purchase any security issued by Red Eléctrica de Espaia, S.A.

The content of this document has a merely informative and provisional nature and all statements contained herein
relate to intentions, expectations and forecasts made by Red Eléctrica de Espafia, S.A. or its management. Said
content has not been necessarily independently verified and is, in any case, subject to negotiation, changes and
modifications.

In this regard, neither Red Eléctrica de Espafia, S.A. nor any of its management, directors, officers, employees,
consultants, agents or advisors (together the "Representatives") shall be liable for the accuracy, correctness or
completeness of the information or statements included in this document, and in no event may its content be construed
as any type of explicit or implicit representation or warranty made by Red Eléctrica de Espafia, S.A. or its
Representatives. Likewise, neither Red Eléctrica de Espafia, S.A. nor any of its Representatives shall be liable in any
way whatsoever (including negligence) for any loss or damage that may arise from the use of this document or of any
information contained herein.

Furthermore, Red Eléctrica de Espafa, S.A. does not undertake to publish any possible modifications or revisions of
the information, data or statements contained herein, should there be a change of strategy or intentions, or if
unforeseeable facts or events were to occur that affected the same.

This disclaimer must be taken into account by any person or entity to which this document is addressed, as well as by
those who choose to adopt decisions or issue or broadcast opinions relating to any securities issued by Red Eléctrica
de Espafia, S.A. and, in particular, by the analysts handling the same, without prejudice to the possibility of consulting
the documentation and public information that has been notified or recorded at the Spanish Securities Market
Commission (Comisiéon Nacional del Mercado de Valores), a consultation which Red Eléctrica de Espafa, S.A.
recommends.
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