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To the shareholders of ENAGAS, S.A.:

Audit report on the consolidated financial statements

Opinion

We have audited the consolidated financial statements of Enagas, S.A. (the parent) and its
subsidiaries (the Group), which comprise the consolidated balance sheet at December 31, 2020, the
consolidated income statement, the consolidated statement of other comprehensive income, the
consolidated statement of changes in equity, the consolidated cash flow statement, and the notes
thereto, for the year then ended.

In our opinion, the accompanying consolidated financial statements give a true and fair view, in all
material respects, of consolidated equity and the consolidated financial position of the Group at
December 31, 2020 and of its financial performance and its consolidated cash flows, for the year
then ended in accordance with International Financial Reporting Standards, as adopted by the
European Union (IFRS-EU), and other provisions in the regulatory framework applicable in Spain.

Basis for opinion

We conducted our audit in accordance with prevailing audit requlations in Spain. Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report.

We are independent of the Group in accordance with the ethical requirements, including those related
to independence, that are relevant to our audit of the consolidated financial statements in Spain as
required by prevailing audit regulations. In this regard, we have not provided non-audit services nor
have any situations or circumstances arisen that might have compromised our mandatory
independence in a manner prohibited by the aforementioned requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our audit opinion thereon, and we do not provide a separate opinion on these matters.

Recovery of financial assets related to Gasoducto Sur Peruano, S.A.

Description

Our
response

On January 24, 2017, the Directorate General for Hydrocarbons of the Ministry for
Energy and Mines terminated the “Improvements to the National Energy Security and
Development of the South Peruvian Pipeline” concession agreement and on
December 4, 2017, the National Institute for the Defense of Competition and
Intellectual Property requested that Gasoducto del Sur Peruano, S.A. file for
bankruptcy, as explained in Note 1.6 to the consolidated financial statements.

The Enagdas Group holds financial assets amounting to 275.3 million US dollars
relating to the investment in Gasoducto Sur Peruano, S.A. and accounts receivable
pertaining to executed guarantees totaling 226.8 million US dollars, interest of 1.9
million US dollars, as well as various invoices for professional services rendered
amounting to 7.6 million US dollars. These items represent recorded assets at
December 31, 2020 of 392,4 million euros (Note 3.3.a to the accompanying
consolidated financial statements).

Due to the termination of the concession contract, as described in the
aforementioned note to the accompanying consolidated financial statements, the
Enagas Group has a dispute with the Peruvian Government regarding the recovery of
the investment in Gasoducto Sur Peruano. On July 2, 2018, a request was filed with
the ICSID (International Centre for Settlement of Investment Disputes) to initiate
arbitration against the Peruvian State regarding its investment in Gasoducto Sur
Peruano, S.A. On January 20, 2020, Enagas filed the claim memorial, to which the
Peruvian State replied on July 17, 2020. At that time, other phases of the process
were initiated until the ICSID resolves the dispute, which is expected to be at the end
of the 2022 financial year.

Given the significance of the amounts involved and the uncertainty regarding the final
outcome of the resolution of complex, long-term processes of this type from a legal
and economic standpoint, we have determined this to be a key audit matter since,
primarily, the Group’s legal advisors believe that the estimates made by Enagas’
directors may vary in the future.

Our audit procedures in this regard included, among other, the following:

Understanding the Enagds Group's process for assessing the recoverability of
these assets and reviewing the design and operating effectiveness and
implementation of key controls.

Evaluating compliance with the terms and conditions of the contracts and
agreements between shareholders of Gasoducto Sur Peruano, S.A

Analyzing recent relevant notifications between Peruvian official bodies and the
investee Gasoducto Sur Peruano, S.A., as well as the documents included in the
claim filed by Enagds with the ICSID and the Peruvian State's reply brief.

Holding meetings with external and independent experts in Peruvian and
international law engaged by the Enagas Group.

A member firm of Ernst & Young Global Limited
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Reviewing the analysis reports of this matter prepared by various Peruvian and
international law experts (bankruptcy, criminal and administrative law, inter
alia) and the Enagds Group's internal legal consultants.

Reviewing the Enagds Group's accounting estimate processes used to analyze
the recovery of the aforementioned financial assets and the basis for the report
prepared by an external accounting expert and the report prepared by an
independent expert to determine the net carrying amount of these financial
assets that have been included in the dispute filed with the ICSID.

Assessing the financial asset recovery analysis prepared by Enagds Group
management based on various scenarios (sensitivity analysis).

Reviewing the disclosures included in the notes to the accompanying
consolidated financial statements in conformity with the applicable financial
reporting framework.

Regulatory framework including recognition of income and amounts receivables from the gas

system

Description

Our
response

The Enagds Group's main revenues as explained on note 2.1 of the Consolidated
Financial Statements, are derived from regasification, storage, and transportation of
natural gas that are requlated under the current remuneration framework in force
until 2020 and a new framework that will go into effect as of January 1, 2021 until
2026 (both are explained in Appendix Il of the accompanying consolidated financial
statements). Consequently, the Group’s activities are notably affected by local,
regional, national, and European reqgulations.

The abovementioned factors have caused us to consider this issue a key audit matter.

Our audit procedures in this regard included, among other, the following:

Understanding the Enagads Group's process for recognizing revenue from
regulated activities and receivable balances, as well as reviewing the design and
operating effectiveness and implementation of key controls.

Reviewing prevailing regulations and evaluating the degree of compliance
therewith,

Analyzing the new tariff framework that will go into effect as of January 1,
2021, and its impact on future revenue, as well as on the recoverability of the
value of assets to which it applies.

Testing revenue recognition, verifying its reasonableness in terms of each
year's regulatory developments.

Verifying the gas system's accounts payable and receivable by examining
conclusions and final settlements with the CNMC during the year.

Analyzing the recoverability of current and non-current accounts receivable
generated from operating the gas system in recent years (commonly referred to
as “deficit accounts™) based on prevailing regulations.

Reviewing the disclosures included in notes 2.1, 2.2, and appendix Il to the
accompanying consolidated financial statements in conformity with the
applicable financial reporting framework.
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Impairment analysis of equity method investments

Description

Our
response

The Enagas Group makes significant estimates when analyzing the impairment of
investments accounted for using the equity method, the balance of which at
December 31, 2020 amounts to 2,658.4 million euros and contain significant implicit
goodwill. The possible loss of value is determined by analyzing the recoverable value
of the investment accounted for using the equity method.

The principal figures and the criteria and hypotheses used in the related valuation of
these assets are described in Note 1.6 and 2.6 to the consolidated financial
statements.

We have determined these estimates and valuations to be a key audit matter since,
given the amount of the assets affected, small changes in the hypotheses could have
a material impact on the Enagds Group's consolidated financial statements.

Our audit procedures consisted, among others, the following:

Understanding the Enagas Group's process for assessing the recoverability of
these assets and reviewing the design and operating effectiveness and
implementation of key controls.

Reviewing, in collaboration with valuation specialists, the reasonableness of the
methodology used by management for preparing the discounted cash flow
statements of each investment accounted for using the equity method, focusing
particularly on the discount rate and long-term growth rate applied.

Analyzing the financial information projected in the business plan of each
investee company by analyzing historical financial information, current market
conditions, and expectations regarding their future performance.

Checking the mathematical accuracy of impairment models and reviewing the
sensibility analysis performed by the Management.

Reviewing the information disclosed by the Group with respect to these
estimates to the accompanying consolidated financial statements in accordance
with the applicable financial reporting framework.

Other information: consolidated management report

Other information refers exclusively to the 2020 consolidated management report, the preparation
of which is the responsibility of the parent company’s directors and is not an integral part of the
consolidated financial statements.

Our audit opinion on the consolidated financial statements does not cover the consolidated
management report. Our responsibility for the consolidated management report, in conformity with
prevailing audit regulations in Spain, entails:

a) Checking only that the consolidated non-financial statement and certain information included
in the Corporate Governance Report, to which the Audit Law refers, was provided as
stipulated by applicable regulations and, if not, disclose this fact.
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b) Assessing and reporting on the consistency of the remaining information included in the
consolidated management report with the consolidated financial statements, based on the
knowledge of the Group obtained during the audit, in addition to evaluating and reporting on
whether the content and presentation of this part of the consolidated management report are
in conformity with applicable regulations. If, based on the work we have performed, we
conclude that there are material misstatements, we are required to disclose this fact.

Based on the work performed, as described above, we have verified that the information referred to
in paragraph a) above is provided as stipulated by applicable requlations and that the remaining
information contained in the consolidated management report is consistent with that provided in the
2020 consolidated financial statements and its content and presentation are in conformity with
applicable regulations.

Responsibilities of the parent company’s directors and the audit committee for the consolidated
financial statements

The directors of the parent company are responsible for the preparation of the accompanying
consolidated financial statements so that they give a true and fair view of the equity, financial
position and results of the Group, in accordance with IFRS-EU, and other provisions in the regulatory
framework applicable to the Group in Spain, and for such internal control as they determine is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors of the parent company are
responsible for assessing the Group's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless the
directors either intend to liquidate the Group or to cease operations, or has no realistic alternative
but to do so.

The audit committee is responsible for overseeing the Group’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with prevailing audit regulations in Spain will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with prevailing audit regulations in Spain, we exercise professional
judgement and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

A member firm of Ernst & Young Global Limited
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Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion,

We communicate with the audit committee of the parent company regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the audit committee of the parent company with a statement that we have complied
with relevant ethical requirements, including those related to independence, and to communicate
with them all matters that may reasonably be thought to bear on our independence, and where
applicable, related safequards.

From the matters communicated with the audit committee, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters.

We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter.

Report on other legal and requlatory requirements

European single electronic format

We have examined the digital files of the European single electronic format (ESEF) of Enagds, S.A.
and subsidiaries for the 2020 financial year, which include the XHTML file containing the
consolidated financial statements for the year, and the XBRL files as labeled by the entity, which will
form part of the annual financial report.

A member firm of Ernst & Young Global Limited
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The directors of Enagds, S.A. are responsible for submitting the annual financial report for the 2020
financial year, in accordance with the formatting and mark-up requirements set out in Delegated
Regulation EU 2019/815 of 17 December 2018 of the European Commission (hereinafter referred to
as the ESEF Reguiation).

Our responsibility consists of examining the digital files prepared by the directors of the parent
company, in accordance with prevailing audit regulations in Spain. These standards require that we
plan and perform our audit procedures to obtain reasonable assurance about whether the contents of
the consolidated financial statements included in the aforementioned digital files correspond in their
entirety to those of the consolidated financial statements that we have audited, and whether the
consolidated financial statements and the aforementioned files have been formatted and marked up,
in all material respects, in accordance with the ESEF Regulation.

In our opinion, the digital files examined correspond in their entirety to the audited consolidated
financial statements, which are presented and have been marked up, in all material respects, in
accordance with the ESEF Regulation.

Additional report to the audit committee

The opinion expressed in this audit report is consistent with the additional report we issued to the
audit committee on February 22, 2021.

Term of engagement

The ordinary general shareholders' meeting held on March 29, 2019 appointed us as auditors for
three years, commencing on December 31, 2019.

ERNST & YOUNG, S.L.
(Registered in the Official Register of
Auditors under No. S0530)

David Ruiz-Roso Moyano
(Registered in the Official Register of
Auditors under No. 18336)

February 22, 2021

A member firm of Ernst & Young Global Limited
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CONSOLIDATED ANNUAL ACCOUNTS
2020

Translation of consolidated financial statements originally issued in Spanish and prepared in accordance with
International Financial Reporting Standards as adopted by the EU, in conformity with Regulation (EC) No. 1606/
2002. In the event of a discrepancy, the Spanish-language version prevails.
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CONSOLIDATED BALANCE SHEET AT DECEMBER 31, 2020
CONSOLIDATED INCOME STATEMENT AT DECEMBER 31, 2020
CONSOLIDATED STATEMENT OF RECOGNISED TNCOME AND EXPENSES
CONSOLIDATED STATEMENT OF IN EQUITY AT DECEMBER 31, 2020

CONSOLIDATED CASH FLOW STATEMENT AT DECEMBER 31, 2020

1. Group activities and presentation bases

1.1 Group activity

1.2 Basis of presentation

1.3 Consolidation principles

1.4 Estimates and accounting judgements made

1.5 Changes in the consolidation scope

1.6 Investments accounted for using the equity method
1.7 Earnings per share

1.8 Dividends distributed and proposed

1.9 Commitments and guarantees

1.10 New accounting standards
1.11 Aspects relating to COVID-19

2. Operational performance of the group

2.1 Operating profit

2.2 Trade and other non-current and current receivables
2.3 Trade and other payables

2.4 Property, plant, and equipment

2.5 Intangible assets

2.6 Impairment of non-financial assets

2.7 Other current and non-current liabilities

2.8 Provisions and contingent liabilities

3. Capital structure, financing and financial result
3.1 Equity

3.2 Result and variation in minority interests

3.3 Financial assets and liabilities

3.4 Financial debts

3.5 Net financial gain /(loss)

3.6 Derivative financial instruments

3.7 Financial and capital risk management

3.8 Cash flows

4. Other Information

4.1 Investment properties

4.2 Tax situation

4.3 Related party transactions and balances

4.4 Remuneration to the members of the Board of Directors and Senior Management
4.5 Other information concerning the Board of Directors
4.6 Other Information

4.7 Information by segments

4.8 Inventories

4.9 Subsequent events

5. Explanation added for translation to English
Appendix I. Subsidiaries at December 31, 2020

Appendix II. Joint ventures, joint operations, and associates
Appendix III. Regulatory framework
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ENAGAS, S.A. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET AT DECEMBER 31, 2020

(In thousands of euros)

£0N
enagas

NON-CURRENT ASSETS 7,786,325 7,446,298
Intangible assets 2.5 74,591 73,671
Goodwill otttk 23,203 o 25812
Other intangible assets 51,388 47,859
Investment properties 4.1 19,020 19,610
Property, plant, and equipment 2.4 4,430,411 4,634,920
Investments accounted for using the equity method 1.6 2,658,396 2,109,450
Other non-current financial assets 3.3.a 602,541 605,766
Deferred tax assets 4.2.f 1,366 2,881
CURRENT ASSETS o o 1,222,598 1,397,926
" Non-current assets held for sale S —— = 1,767_ M— 5,008
Inventories 4.8 21,368 19,683
Trade and other receivables 2.2 299,073 254,002
Current tax assets i 428 23,492 T e761
Other current financial assets 3.3.a 7,475 7,928
Short-term accruals o o o " 5,768 " 5,559
Cash and cash equivalents 3.8.a 863,655 1,098,985
TOTAL ASSETS - 5 = 9,008,923 8,844,224
[EQUITY AND LIABILITIES | Notes | 12312020 |  12.31.2019
EQUITY 3,006,984 3,168,849
"SHAREHOLDERS' EQUITY o 3,192,745 3,170,142
" Subscribed capital 3.1.a 392,985 392,985
Share premium 3.1.b 465,116 465,116
Reserves 3.1.d 2,074,424 2,052,150
Treasury shares 3.1.¢c (12,464) i ) 7(12,464)
Profit /(loss) for the year 444,002 422,618
Interim dividend 1.8.a ' (175,720) (152,469)
Other equity instruments 4.4 4,402 2,206
ADJUSTMENTS FOR CHANGES IN VALUE o 3.le (202,720) T (17477)
MINORITY INTERESTS (EXTERNAL PARTNERS) 3.2 = 16,959 - 15,884
'NON-CURRENT LIABILITIES 5,416,657 5,205,162
Non-current provisions 2.8a 253,891 248,264
Financial debt and non-current derivatives 3.3.b 4,961,960 4,744,257
Deferred tax liabilities 4.2.f 160,935 171,887
Other non-current liabilities 2.7 39,871 40,754
CURRENT LIABILITIES o 585,282 470,213
" Current provisions N — 28a 2,232_ 1,968
Financial debt and current derivatives 3.3.b 289,104 234,109
Trade and other payables 2.3 291,772 212,393
Current tax liabilities 4,2.a 2,174 5,230
Other current liabilities 2.7 — 16,513
TOTAL EQUITY AND LIABILITIES — . 9,008,923 8,844,224

The accompanying Notes 1 to 5 constitute an integral part of the Consolidated Balance Sheet at December 31, 2020
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ENAGAS, S.A. AND SUBSIDIARIES
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CONSOLIDATED INCOME STATEMENT FOR THE YEAR ENDED DECEMBER 31,

2020

(In thousands of euros)

Revenue

Income from regulated activities

Other operating income
Personnel expenses
Other operating expenses

Amortisation allowances

'OPERATING PROFIT

Financial income and similar
Financial expenses and similar

Exchange differences (net)

'FINANCIAL RESULT

Income tax

' 2.1.a 1,053,604 1,153,103

1,016,275 1,086,633

Income from non-regulated activities 37,329 66,470

2.1.a 30,447 29,631

2.1.b (126,712) (125,175)

2.1.c (189,218) (198,337)

2.4and 2.5 (269,727) (274,506)

Impairment losses on disposal of fixed assets 2.4,2.5and 4.1 (7,557) (48,316)

Result of investments accounted for using the equity method 1.6 123,737 121,002
_ - = 614,574 657,402

nilar e 3.5 20,564 16,318

3.5 (107,521) (133,780)

3.5 18,134 (1,021)

Change in fair value of financial instruments 3.5 1,144 1,114
o - (67,679) (117,369)

'PROFIT /(LOSS) BEFORE TAX FROM CONTINUING OPERATIONS S . 546,895 540,033
Incor o ol e T a2c  (101,974) © (112,105)
'PROFIT /(LOSS) FOR THE YEAR FROM CONTINUING OPERATIONS 444,921 427,928

Profit attributable to minority interests - - _3 2 - (919) (5,310)
PROFIT ATTRIBUTABLE TO THE PARENT COMPANY - ) 444,002 422,618
'BASIC EARNINGS PER SHARE (in euros) 17 1.6980  1.7688
1.6980 1.7688

DILUTED EARNINGS PER SHARE (in euros)

The accornpanying Notes 1 to 5 constitute an integral part of the Consolidated Income Statement at December 31, 2020

1.7
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ENAGAS, S.A. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE AT

DECEMBER 31, 2020

(In thousands of euros)

12.31.2020 12.31.2019

CONSOLIDATED PROFIT FOR THE YEAR 444,921 427,928
Attributed to the parent company I = 444,002 422,618
Attributable to minority interests N 919 5,310

INCOME AND EXPENSES RECOGNISED DIRECTLY IN EQUITY (197,396) (28,607)
From companies accounted f_oﬁsi_n_g the full consolidation method I 43,518 - 62,21_87

From cash flow hedges 3.1.e (31,762) (32,998)
From translation differences 3.1.e 67,292 (7,442)
Tax effect 3.1e 7,988 8,222
From companies accounted for using the equity method ' (240,914) 3,611
From cash flow hedges 3.1.e (27,016) (19,893)
From translation differences 3.1.e (219,334) 20,257
Tax effect 3.1.e 5,436 3,247
"AMOUNTS TRANSFERRED TO THE INCOME STATEMENT — - 11,853 2 7,710
 From companies accounted for u_sina the full consolidation method 9,736 o 7,766_
From cash flow hedges 3.1.e 13,181 10,905
From translation differences 3.1.e —_ (597)
Tax effect 3.1.e (3,445) (2,542)
From companies accounted for using the equity method 2,117 (56)
From cash flow hedges 3.1.e 3,060 (65)
Tax effect 3.1.e (943) 9
"TOTAL RECOGNISED INCOME AND EXPENSES - 259,378 407,031
" Attributed to minority interests ) S — B ' 919 - _HS_,P23_0 g
From translation differences 3.2 - 2,920
From attributable to results 3.2 919 5,310
Attributed to the parent company 258,459 398,801

The accompanying Notes 1 to 5 constitute an integral part of the Consolidated Statement of Recognised Income and Expenses at December 31, 2020

IAS 1 requires that items to be reclassified in the Consolidated Income Statement are broken down separately from those that will not be reclassified. Ali of the
aforementioned cases are considered susceptible to reclassification in the income statement.
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ENAGAS, S.A. AND SUBSIDIARIES

CONSOLIDATED CASH FLOW STATEMENT AT DECEMBER 31, 2020

(In thousands of euros)

CONSOLIDATED PROFIT BEFORE TAX
Adjustrﬁents to consolidated profit
Amortisation of fixed assets

Other adjustments to profit

Change in operating working capital
Inventories

Trade and other receivables

Other current assets and liabilities

Other non-current assets and liabilities

Trade and other payables

Other cash flows from operating activities
Interest paid

Interest received

Income tax receipts (payments)

Other receipts /(payments)

.NET CASH FLOWS FROM OPERATING ACTIVITIES
-Payments for investments

Subsidiaries and associates

Fixed assets and real estate investments
Other financial assets

Proceeds from disposals

Subsidiaries and associates

Non-current assets held for sale

Other cash flows from investing activities
Other receipts (payments) from investing activities

NET CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from and payments on equity instruments

Acquisition of equity instruments

Issue of equity instruments

Proceeds from and payments on financial liabilities
Issues

Repayment and amortisation

Other cash flows from investing activities

Other receipts (payments) from financing activities
Dividends paid

NET CASH FLOWS FROM FINANCING ACTIVITIES
.EFFECT OF CHANGES IN CONSOLIDATION METHOD
Effect of exchange rate fluctuations

TOTAL NET CASH FLOWS

Cash and cash equivalents at beginning of period

CASH AND CASH EQUIVALENTS AT END OF PERIOD

2.4 and 2.5

4.2.c

1.6
2.4 and 2.5

1.6

3.1.c

3.1.aand 3.1.b

3.8.¢c
3.8.¢c

3.4
1.8.a

3.8.a

The accompanying Notes 1 to5 constitute an integral part of the Consolidated Cash Flow Statement at December 31, 2020

546,895

209,821
269,727
(59,906)
39,359

(1,687)
(37,227)
66,459
11,763

51
(186,545)
(96,729)
14,964
(104,780)
609,530
(867,938)
(785,235)
(58,601)
(24,102)
8,732
5,422
3,310
117,232
117,232
(741,974)

362,986
6,570,607
(6,207,621)

(37,770)
(37,770)
(427,583)
(102,367)
(519)
(235,330)
1,098,985
863,655

enagas

540,033
301,618
274,506
27,112
124,963
(1,409)
103,478
21,323
27,507
(25,936)
(204,713)
(119,302)
18,967
(101,665)
(2,713)
761,901
(783,262)
(727,457)
(44,912)
(10,893)
77,042
77,042
119,404
119,404
(586,816)
492,206
(7,794)
500,000
5,844
5,797,128
(5,791,284)
(33,518)
(33,518)
(371,919)
92,613
(347,050)
6,794
(72,558)
1,171,543
1,098,985
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1. Group activities and presentation bases

Relevant aspects

Results

= The net profit attributed to the parent company amounted to
444,002 thousands of euros (Note 1.7).

* Basic earnings per share and diluted earnings per share at
December 31, 2020 were the same and amounted to 1.6980
euros per share. At December 31, 2019, basic earnings per share
amounted to 1.7688 euros, which coincided with diluted earnings
per share (Note 1.7).

* The proposed dividend payment per share for 2020 amounts to
1.68 euros per share (1.60 euros per share in 2019) (Note 1.8).

+ The Board of Directors has proposed the following appropriation
of net profit corresponding to 2020 for the Parent company,
Enagds, S.A. (Note 1.8.a):

Voluntary
reserves:
824

Net Profit:
440.630

@ dividends:
439.806

Covid-19

* During 2020, both Enagas and Its Group companies implemented
contingency plans following the start of the Covid-19 pandemic to
ensure normal operation and continuity of natural gas supply
both in Spain and In the countries where these companies
operate.

+ The Group’s main activity is conducted within a stable reguiatory
framework and no effects have been identified as a result of
Covid-19 that could cause equity losses for the Group in the
consolidated annual accounts 2020.

s Similarly, as a result of this situation at international level and
the global evolution of the Oil & Gas market indices, the income
of the international companies in which Enagds has a stake has
not been significantly affected.

As a result of Covid-19, there were no significant equity effects,
as detailed in Note 1.11.

Working capital

At December 31, 2020 the Consolidated Balance Sheet presents a
positive working capltal of 637,316 thousands of euros (927,713
thousands of euros at December 31, 2019).

Other information

The Enagas Group invested a net sum of 859,206 thousands of
euros during 2020. The most noteworthy transactions are the
following:

On April 17, 2020, the “Take Private” process of Tallgrass Energy,
L.P. was completed, as a result of which Enagas now holds 30.2%
of the group’s share capltal, following the disbursement of
836,300 thousands of dollars (762,839 thousands of euros) in the
consortium in which it was participating with Biackstone and GIC
(Note 1.5),

Investments were made in regasification, transmission and
storage facilities, with the aim of expanding and improving them
to adapt to future demand forecasts amounting to 58,601
thousands of euros.

Capital contributions in Trans Adrlatic Pipeline (hereinafter TAP)
amounting to 11,743 thousands of euros (Note 1.6). This
project began to operate commercially in November 2020.



1.1 Group activity

Enagéds, S.A. (hereinafter the Company or the Parent Company), a
company incorporated in Spain on July 13, 1972 in accordance
with the Spanish Corporate Enterprises Act, is the head of a group
of companies (Appendix I and II) that form the Enagds Group
(hereinafter the Group or the Enagas Group) and which are
engaged in the transmission, storage and regasification of natural
gas, as well as the deveiopment of all functions related to the
technical management of the gas system.

a) Corporate purpose

i Regasification, basic and secondary transmission as well as
storage of natural gas, via the corresponding gas
infrastructure or facilities, of its own or of third parties, and
also the performance of auxiliary activities or others related
to the aforementioned activities.

ii. Design, construction, start up, exploitation, operation, and
maintenance of all types of complementary gas
infrastructure and facilities, including telecommunications
networks, remote control and control of any nature, and
electricity networks, whether its own or of third parties.

iii. Development of all functions relating to technical
management of the gas system.

iv. Transmission and storage activities for carbon dioxide,
hydrogen, biogas, and other energy-related fluids, via the
corresponding facilities, of its own or of third parties, as well
as the design, construction, start up, exploitation, operation,
and maintenance of all types of complementary
infrastructure and installations necessary for said activities.

V. Activities for making use of heat, cold, and energies
associated with its main activities or arising from them.

vi. Rendering of services of a diverse nature, among them,
engineering, construction, advisory, and consultancy
services in connection with the activities relating to its

1.2 Basis of presentation

The Consolidated Annual Accounts of the Enagas Group for 2020
were prepared based on the accounting records of the Parent
Company and remaining entities comprising the Group, in
accordance with International Financial Reporting Standards
(hereinafter “IFRS”) as adopted by the European Union, in
accordance with Regulation (EC) No. 1606/2002 of the European
Parliament and of the Council.

The Consolidated Annual Accounts have been prepared applying all
mandatory accounting principles, standards, and measurement
criteria in order to give a true and fair view of the equity and
financial position of the Group at December 31, 2020, as well as of
the results of its operations, changes in equity, cash flows, and
changes in recognised income and expenses, which have arisen in
the Group for the year then ended.

The Consolidated Annual Accounts of the Enagds Group for 2020
were authorised for issue by the directors at their Board meeting
held on February 22, 2021. The Consolidated Annual Accounts for
2019 were approved by the shareholders of Enagas, S.A. at the
General Shareholders’ Meeting held on June 30, 2020 and were

,'/ o) \‘
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corporate purpose as well as participation in natural gas
markets management activities to the extent they are
compatible with the activities permitted for the Company by
law.

The above activities can be carried out by Enagas, S.A. itself or
through companies with an identical or analogous corporate
purpose in which it holds interest, provided they remain within the
scope and limitations established by legislation applicable to the
hydrocarbons sector. In accordance with said legislation, the
activities related to transmission and technical management of the
system which are of a regulated nature must be carried out by two
subsidiaries entirely owned by Enagas, S.A. (Enagas Transporte,
S.A.U. and Enagéds GTS, S.A.U., respectively). Consequently, the
corporate purpose includes:

vii. Management of the corporate group comprised of the
interest held in share capital of companies belonging to the
group.

viii. Rendering of assistance or support services to affiliates,
including the provision of appropriate guarantees and
reinforcement for them.

b) Other information

Its registered address is located at Paseo de los Olmos, 19, 28005,
Madrid. At its website www.enagas.es and at its registered
address, its Articles of Association and other public information on
the Company and its Group can be consulted. The name of the
Parent Company has not changed with respect to the previous
year.

subsequently filed at the Madrid Mercantile Registry. The Group's
Consolidated Annual Accounts and those of each entity belonging
to the Group, corresponding to financial year 2020, are pending
approval at their respective Ordinary General Shareholders’
Meeting. It is expected that they will be approved without
modification.

These Consolidated Annual Accounts are presented in thousands of
euros (unless otherwise stated).

Covid-19

Following the recommendations of the European Securities and
Markets Authorities (ESMA) regarding the economic situation
brought about by Covid-19, specifically the recommendations
issued on October 28, 2020 and May 20, 2020, it should be noted
that this situation has not led to any change in the accounting
policies of the Enagas Group with respect to those applied in
previous financial years.

In order to comply with these recommendations, below
summarises the main aspects of this situation considered by the



Enagds Group in relation to the consolidated financial statements
of December 31, 2020.

a) Materiality criteria

The accompanying Consolidated Annual Accounts do not include
the information or disclosures which the Group did not consider of
material significance or important relative to the concept of
materiality as defined in the conceptual framework of IFRS, taking

1.3 Consolidation principles

The Consolidated Financial Statements include the financial
statements of the Parent Company, Enagads, S.A., and its
subsidiaries, associates, jointly controlled operations and joint
ventures at December 31, 2020.

Subsidiaries are considered to be those entities with respect to
which the Enagas Group fulfils the following criteria:

* The capacity to use its interest to influence the amount of
revenue to be obtained from said subsidiary.

* The Group has power over the affiliate, in so far as a company
has rights which permit it to direct relevant activities,
understood as those which significantly affect the revenue
generated by the subsidiary.

+ It maintains exposure or the right to variable revenue arising
from its involvement in the subsidiary.

Subsidiaries are consolidated using the full consolidation method.

The share of minority shareholders in the equity and profit of
consolidated subsidiaries of the Enagas Group is recognised in
“Minority interests (External partners)” under “*Equity” in the
Consolidated Balance Sheet and “Profit/(loss) attributable to
minority interests” in the Consolidated Income Statement,
respectively. Subsidiaries are consolidated starting on the
acquisition date, i.e., the date on which the Group obtains control,
and they continue to be consolidated until such control is lost.

The financial statements of subsidiaries are prepared for the same
reporting period as those of the Parent. With respect to the joint
agreements, that is, those by virtue of which the Enagas Group
maintains joint control with one or more other partners, a
distinction is made between joint operations and joint ventures.
Joint control is understood as control shared by virtue of a
contractual agreement which requires unanimous consent from all
involved parties for decision-making regarding relevant activities.

Thus, joint operations are considered to be those in which, based
on a contractual arrangement, a company enjoys the rights to
assets and assumes obligations with respect to liabilities. The
interest held in joint operations is consolidated using the
proportionate consolidation method.

In addition, joint ventures are considered to be those in which,
based on a contractual arrangement, a company exercises rights
with respect to the net assets of the joint venture. Shareholdings
in joint ventures are consolidated using the equity method. In
those cases in which the Enagds Group acquires control over
companies previously considered as joint ventures, a new
estimate is made for the fair value of the interest held previously
in equity at the acquisition date, recognising income or losses in
the Consolidated Income Statement for the reporting period.
Furthermore, associates are considered to be those entities over
which the Enagas Group holds significant influence, that is, the

%
into account the Consolidated Annual Accounts as a whole.

b) Comparison of information

The information included in these consolidated notes relating to
2019 is presented solely and exclusively for purposes of
comparison with the information relating to 2020.

power to intervene in decision-making regarding financial policies
and operational matters, without attaining full control or joint
control. The interest held in associates is consolidated using the
equity method.

If appropriate, adjustments are made to the financial statements
of subsidiaries, affiliates, joint ventures, and joint operations in
order to unify their accounting policies with those of the Enagas
Group.

a) Consolidation methods
| n m ] Il CUrT:

Full consolidation

Enagas Transporte, S.A.U. Euro
Enagas GTS, S.A.U. Euro
Enagas Internacional, S.L.U. US dollar
Enagas Financiaciones, S.A.U. Euro
Enagas U.S.A., L.L.C. US dollar
Enagas Pert, S.A.C. US dollar
Enagas México, S.A. de C.V. US dollar
Enagas Emprende, S.L.U. Euro
Enagas Chile, Spa. US dollar
Enagas Transporte del Norte, S.L. B Euro
Infraestructuras del Gas, S.A. (1) Euro
Enagés Holding USA, S.L.U. US dollar
Roblasun 1 S.L.U. Euro
Roblasun 2 S.L.U. Euro
Roblasun 3 S.L.U. Euro
Roblasun 4 S.L.U. Euro
Roblasun 5 S.L.U. Euro
Roblasun 6 S.L.U, Euro
Cierzosun 1 S.L.U. Euro
Cierzosun 2 S.L.U. Euro
Cierzosun 3 S.L.U. Euro
Cierzosun 4 S.L.U. Euro
Windmusel 1 S.L.U. Euro
Windmusel 2 S.L.U. Euro
Windmusel 3 S.L.U. Euro
Enagés_RenovabIe, S.L.U. - Eur(;
Efficiency for LNG Applications, S.L. Euro
Hydrogen to Gas, S.L. Euro
Enagas Services Solutions, S.L. Euro
Sercomgas Solutions, S.L. Euro
Bioengas Renovables, S.L. Euro
Smart Energy Assets, S.L. Euro
Scale Gas Solutions, S.L. Euro
H2Greem Global Solutions, S.L. Euro

Proportional integration (joint
operations)

Gasoducto Al-Andalus, S.A. Euro



Consolidated Annual Accounts 2020

Consolidation method/Company

Functional currency

Gasoducto Extremadura, S.A. Euro

Equity method

Morelos EPC, S.A.P.1. de C.V., US dollar
Gasoducto de Morelos, S.A.P.L. de C.V. US dollar

‘Morelos O&M, S.A.P.L. de C.V, N US dollar
:.S:E_]:;i_?_ndd:gt\)ﬁpresmn Soto La Marina, US doflar

Estacion de Compresion Soto La Marina O8&M, US dollar

S.A.P.I. de C.V.

Compafiia Operadora de Gas del Am_azonas,
S.A.C.

Peruvian Nuevo Sol

Bahia de Bizkaia Gas, S.L. Euro

Trans Adriatic Pipeline AG Euro o
'(rf\r/r'ninal de LNG de Altamira, S. de R.L. de US dollar
Transportadora de GasaPeru, S.A. US dollar

Planta de Regasificacion de Saguntoj S.A. EuE o
?\ic_iativas del Gas, S.L. Euro

Mibgas o Euro -
Tallgrass Energy L.P. US dollar )
Gas to Move Transport Solutions,_S.L. Euro

Tecgas, Inc. - h US dollar

Mibgas Derivatives, S.A. Euro -
SerTquga Energy Infraestructure - Euro o
“Hellenic Gas Transmission System Operator, Euro

S.A.

Seab Power Ltd.

Sterling pound

VE Gas Imaging, S.L. Euro

GNL Quintero, S.A. o uS doliar

Senfluga 2, S.R.L. Euro -
Alantra Energy Transition, S.A. Euro -
UNUE Gas Renovable, S.L. Euro

Knutsen Scale Gas, S.L. Euro

Green Ports Project, S.L. Euro

Solatom CSP, S.L. Euro

“Axent Infraestructuras de I Euro

Telecomunicaciones, S.A.

(1) For these companies the Enagas Group recognises interest corresponding
to minority interests under “Minority interests (External partners)” in
Equity in the Consolidated Balance Sheet at December 31, 2020.

b) Consolidation process

Consolidation of the Enagas Group was carried out in accordance

with the following process:

i, Transactions between companies included in the consolidation
scope. All balances, transactions, and results between
companies consolidated under the full consolidation method
were eliminated upon consolidation. For joint operations, the
balances, transactions and results of operations with other
Group companies were eliminated in the proportion at which
they were consolidated. With respect to gains and losses
generated through operations among Group companies and
companies consolidated under the equity method, the
percentage of interest held by the Group in the latter was

eliminated.

ii. Harmonisation of criteria. For affiliates which apply different
accounting and measurement criteria to those of the Group,
the consolidation process included the corresponding
adjustments, provided the effect was significant, with a view

to presenting the Consolidated Financial Statements based on
harmonised measurement standards.

iii. Translation of Financial Statements denominated in foreign
currency. The translation to euros of the Financial Statements
of the aforementioned companies in the Enagas Group
consolidation process was carried out in accordance with the
following procedures:

+ Assets and liabilities of each corresponding balance sheet
denominated in foreign currency are transiated at the spot
rate prevailing at the balance sheet date.

« Income and expense items making up each income
statement heading are translated at the average exchange
rate for the year in which the related transactions are
carried out.

« Exchange gains (losses) arising as a result of net assets
are recognised as a separate component of equity under
“Adjustments for changes in value” and in the income
statement under “Translation differences.”

When disposing of a company whose functional currency is not the
euro; or when disposals are carried out as a result of losing
control; or result from business combinations with respect to
previously held interest, translation differences recognised as a
component of equity relating to said investment are recognised in
the Consolidated Income Statement as soon as the effect arising
from said disposal is recognised.

The exchange rates of the main currencies used by Group
companies with respect to the euro in 2020 and 2019 are shown
below:

Average
~ exchange rate
applicable to the
headings of the
Fncom statement

Exchange rate
'applicable to the

balance sheet
headings (1)

2020

US dollar 1.14155 1.222
Peruvian Nuevo Sol 3.95629 4.39215
-Qling pound - _OKQ?J 0.89475
“2019 S b =
_GS dollar - 1.11963 1.122;
Peruvian Nuevo Sol 3.71821 3.67891
S_terlin_g poun_d 0.87732 0.8469:;

(1) Equity excluded.

The effect on the main headings of the Group’s Consolidated
Financial Statements of applying the translation process to the net
assets of companies consolidated using the full consolidation
method and whose functional currency is the US dollar is as
follows:

10



Contribution | Contribution

of of
cosolea| SOOI | comorvies
total = Y Us doll
euro as dollar as
functional functionai

currency currency

Fixed assets and

Amount in

lars

investment 4,524,022 4,523,874 148 181
properties
h n-current
o CUE 602,541 579,875 22,666 27,698
financial assets
Trade and oth
i 299,073 298,885 188 230
receivables
h
C?t erlcurrent 7,475 7,475 _ _
financial assets
h

Cash and cas 863,655 690,183 173,472 211,983
equivalents
Financial debt and B B
non-current 4,961,960 4,503,543 458,417 560,186
derivatives
Fi ial debt and

Ry 289,104 227,39 61,708 75,407
current derivatives
T

rade and other 291,772 289,427 2,345 2,866

payables

iv.  Elimination of dividends. Internal dividends are considered to
be those a Group company recognises as income for the year
and that have been distributed by another Group company.

During the consolidation process, dividends received by
subsidiaries and joint operations are eliminated by
considering them to be reserves of the recipient company,
which consequently recognises them under “Reserves”. In
the case of minority interests in companies consolidated
using the full consolidation method, the amount of the
dividend corresponding to said minority interests is
eliminated from the consolidated equity heading “Minority
interests (External partners)”.

N\
enagas

v.  Equity method. The investment is initially recognised at cost
and subsequently adjusted by the share corresponding to the
investor of the changes in net assets of the affiliate. In
addition, dividends received are accounted for as a lower
amount under “Investments accounted for using the equity
method”.

Also, when the associate or joint venture is acquired, any
difference between the cost of the investment and the share
of the net fair value of the identifiable assets and liabilities of
the associate or joint venture is accounted for as follows:

* The capital gain related to these companies or joint
ventures is included in the carrying amount of the
investment. This capital gain cannot be amortised.

¢ Any excess of the share of the net fair value of the
identifiable assets and liabilities over the cost of the
investment is included as income to determine the share
of profit or loss of the associate or joint venture in the
period in which the investment is acquired.

The consolidated profit for the year includes participation in
the results of the affiliates under “Results of investments
accounted for using the equity method” in the accompanying
Consolidated Income Statement. If the participation in losses
of an associate or joint venture equals or exceeds
participation in said entities, the loss will no longer be
recognised under additional losses. Once interest in an entity
is reduced to zero, the additional losses will be maintained
and a liability will only be recognised to the extent the
corresponding entity incurred legal or implicit obligations or
made a payment on behalf of an associate or joint venture. If
the associate or joint venture subsequently reports profits,
the entity will once again recognise its interest only after its
participation in said profits equals its participation in
unrecognised losses

1.4 Estimates and accounting judgements used

In the Group’s Consolidated Annual Accounts for 2020, estimates

and judgements were made by the Senior Management of the

Group and of the consolidated companies, subsequently ratified by

the Directors, in order to quantify certain assets, liabilities,
income, expenses, and commitments reported herein. These
estimates and judgements basically relate to:

e The useful life of PP&E assets (Note 2.4).

= Provisions for dismantling/abandonment costs, other
provisions and contingent liabilities (Note 2.8).

e The measurement of non-financial assets to determine the
possible existence of impairment losses (Note 2.6).

= The recognition of investments accounted for using the equ
method (Note 1.6).

* The fair value of financial instruments and financial assets
(Notes 3.3 and 3.6).

ity

+ Impairment losses on financial assets measured at amortised

cost (Notes 2.2 and 3.3).

* The calculation of income tax and deferred tax assets (Note
4.2),

* The fair value of equity instruments granted under the Long-
Term Incentive Plan (ILP) (Note 3.1.c).

¢ Assumptions on the maturity of lease contracts in application
of IFRS 16 (Note 2.4.b).

= Determination of the expected loss associated with receivables
(Note 2.2).

Although these estimates were made on the basis of the best
information available at December 31, 2020, future events may
require these estimates to be modified in the coming years
(upwards or downwards). In accordance with IAS 8, this would be
done prospectively, recognising the effects of any change of
estimate in the Consolidated Income Statement.

11
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1.5 Changes in the consolidation scope

The following changes in the consolidation scope of the Enagas Group occurred during 2020:

Amount (thousands)

In local
currency

In euros At 12.31.2020

Stake percentage

Description / Type of control

Prairie Group / / Taligrass

2
Energy LP (1) 836,300 762,839

Additional acquisition of an ownership interest in this
corporate structure, which involves no change in the
% 28.4% // 12.6% significant influence that the Enagas Group has in this
investment, and the investment was accounted for
using the equity method (see explanation below).

Unue Gas Renovable, S.L. 1,060 1,060

Senfluga, S.R.L. (3,688) (3,310)

Gas to Move Transport Solutions,

SL 197 197

18% 20%

78.3% 74.8%

H2Greem Global Solutions, S.L. 175 175

KNUTSEN SCALE GAS S.L. 502 502

99,5% -

50% -

Incorporation of this company in which the Enagas
% - Group holds a 49% stake. This affiliate will be
accounted for using the equity method.

Disposal of 2% of the interest in Senfluga, S.R.L. No
change in the situation of significant influence.

Acquisition of a 3.5% stake by Enagas Emprende,
S.L.U. in the company. The situation remains that
based on the shareholders’ agreements, given that
reinforced majorities are required for important
decisions, both financial and operational, the equity
method continues to be applied.

Incorporation of the company by Enagés
Emprende, S.L.U. The corporate purpose is to
promote the development, manufacture and
marketing of hydrogen generators by electrolysis.

Subscription of the company’s capital increase and
integration through the equity method.

Senfluga 2, S.R.L. 27 25

Terminal de Valparaiso, SpA = =

40% =

Incorporation of the company and integration
through the equity method.

Dissolution of the company with no impact on the

- 100%
? consolidated balance sheet or income statement.

(1) Prairie Group includes the Enagas Group's stake in the various vehicles set up with the other members of the consortium for the investment in Tallgrass Energy LP.,

the structure of which has been simplified as follows.

Tallgrass Energy LP ("Tallgrass™)

On April 17, 2020, Enagas, together with Blackstone
Infrastructure, GIC, NPS, USS and other partners, completed the
“Take Private” process of TGE launched on December 16, 2019,
once this process had been approved by the General Shareholders’
Meeting of TGE and other conditions usual in this type of process
had been obtained. With the completion of this agreement, both
Enagés and its partners have acquired TGE’s listed class “A”
shares, of which they were not yet owners. Upon completion of
this acquisition, TGE was delisted from the New York Stock
Exchange.

Thus, Enagas has increased its stake to 30.2% of TGE, through
the disbursement of 836,300 thousands of dollars (762,839
thousands of euros at the time of the transaction) in the
intermediate corporate structure (“Prairie Group”) through which
the aforementioned Partners carried out their acquisition.

In connection with this process, the intermediate corporate
structure has been simplified, and the Enagas Group is now a
direct shareholder of TGE, through Enagéas USA, LLC and Enagas

Holding USA, SLU. This simplification process had no effect on the
Enagds Group’s balance sheet or income statement at 2020 year-
end.

Unue Gas Renovable, S.L.

In September 2020 the Enagds Group set up Unue Gas
Renovables, S.L. together with another partner, in which it holds a
49% stake. As there is a system of decisions to be taken jointly
with the other partner, this holding is now accounted for using the
equity method.

The corporate purpose of this company is the construction of a
biogas plant to produce and inject approximately 20 GWh of
biomethane per year. This gas is obtained through the anaerobic
decomposition of biodegradable organic waste previously treated
by means of “upgrading” (technological refining process).

12
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Senfluga, S.R.L.

On January 13, 2020, once the conditions precedent had been
met, the transaction whereby Damco Energy, S.A. became a
shareholder of Senfluga Energy Infrastructure Holdings, S.A. with
a 10% stake, 2% of which was acquired from Enagas for 3,310
thousands of euros, was completed and at the end of 2019 it was
recognised under “Non-Current Assets Held for Sale”. At 2020
year-end, there were no significant effects on the income
statement from this transaction.

Knutsen Scale Gas, S.L.

On August 7, 2020, through a capital increase, the Enagéas Group
subscribed to 50% of Knutsen through Scale Gas Solutions, S.L.

i,
enagas

for 502 thousands of euros. As there is a system of declsions to be
taken jointly with the TSII partner, this stake is accounted for
using the equity method. The corporate purpose of this company
is to carry out LNG supply activities in Spanish ports.

Terminal de Valparaiso, SpA

On August 5, 2020, Terminal de Valparaiso SpA was dissolved
after the expiration of its corporate purpose. All the company’s
assets and liabilities at that date were included in the financial
statements of its sole shareholder Enagas Chile SpA, with no
impact on the consolldated balance sheet or income statement at
the end of 2020.

1.6 Investments accounted for using the equity method

Accounting policies

. The Group assesses the existence of joint agreements as well
as significant influence with respect to associates, taking into
account the shareholder agreements which require a scheme
of increased majorities for taking relevant decisions.

. In order to classify the joint agreements among joint
ventures and joint operations, the Group assesses the rights
and obligations of the involved parties as well as the
remaining circumstances stipulated in said agreements.

Significant estimates and judgements

. At year-end, or when there are indications of impairment, the

Group analyses the recoverable amounts of investments
accounted for under the equity method to determine the
possibility of impairment.

. As the corresponding 12-month deadline subsequent to
acquisition has not yet elapsed, established under IFRS 3,
the accounting for the acquisition of a stake and the
allocation of the price of Tallgrass for the operation
described in Note 1.5 is currently being reviewed, though
no significant changes are expected. In addition, the final
allocation of the purchase price for the 12.6% stake
acquired in 2019 was recorded in 2020, with no significant
changes compared to December 31, 2019.

Exits from

N Ch i I th
Opening = ew an-ge 'f‘ e Profit /(loss) | Translation Hedging the _0 " Balance at
acquisitions / | consolidation Dividends 5 ) . adjustments
balance for the year differences transactions perimeter/ year-end
Increases (1) method (2)
Decreases
2020
2,109,450 781,339 = (119,741) 123,737 (219,334) (19,463) (1,959) 4,367 2,658,396
2019
1,028,555 742,141 362,981 (125,710) 121,002 20,256 (16,701) (11,569) (11,505) 2,109,450

(1) "New acquisitions” in 2020 mainly includes the amount for the additional acquisition of the stake in Tallgrass Energy, in the amount of 762,839 thousands of euros
(Note 1.5) as well as contributions to TAP in the amount of 11,743 thousands of euros.

13




Consolidated Annual Accounts 20

The dividends approved during the 2020 and 2019 financial years
were as follows:

TgP 59,471 59,798
Saggas - - 18,850 25,883
GNL Quintero 25,276 22,436
BBG 9,500 12,500
Grupo Altamira 1,567 2,359
Morelos EPC =~ 1,470
Senfluga . 3,649

Other entities 1,428 1,264
Total = 119,741 125,710

1.7 Earnings per share

Net result of the financial year
attributed to the parent company 444,002 422,618 5.1 %
(thousands of euros)

Weighted average number

of shares outstanding 261,488 238,928 9.4 %
(thousands of shares)

Basic earnings per share (in
euros)

Diluted earnings per share (in
euros)

As there are no potential ordinary shares at December 31, 2020
and December 31, 2019, the basic earnings and the diluted
earnings per share are the same.

1.8 Dividends distributed and proposed

5
enagas

Appendix II to these consolidated annual accounts provides
disclosure on data relating to joint ventures, joint operations, and
associates of the Enagas Group at December 31, 2020 and
December 31, 2019.

The recoverable amount of investments in associates or business
combinations is evaluated for each associate or business
combination, unless the associate or business combination does
not generate cash flows for continuous use which are largely
independent of the cash flows arising from other Group assets.
Note 2.6 details how the recoverable amount is estimated.

With respect to the impairment analysis for affiliates, the discount
rate applied (cost of equity) in 2020 ranged from 5-9%,
depending on the country (5-8% in 2019). Considering that ail the
affiliates have been operating normally during 2020 (see Note
1.11), the sensitivity analysis of the discount rate has been
performed using a range of +0.5% and -0.5%. No significant
associated risks have arisen from this analysis. Thus, the Group
management considers that, within the specified ranges, there
would be no changes in the impairment calculation.

For the calculation of the weighted average number of shares in
circulation for the 2019 financial year, both the shares delivered
under the previous ILP 2016-2018; the shares acquired related
to the new ILP 2019-2021; and the new shares in circulation
that were issued in the capital increase explained in Note 3.1.c,
were considered for the days that they were effectively in
circulation during 2019.

During financial year 2020, there were no transactions involving
treasury shares.

a) Proposed distribution of profit attributable —m

to the parent

The appropriation of 2020 profit corresponding to the parent
Enagds, S.A. proposed by the Board of Directors and which will be
submitted for approval by the General Shareholders’ Meeting is as
follows (in thousands of euros):

Dividends 439,806
Voluntary reserves 824
TOTAL 440,630

The dividend is subject to approval by the ordinary General

Shareholders’ Meeting and is not included as a liability in these
Annual Accounts. Thus, this gross complementary dividend will
total up to @ maximum amount of 264,086 thousands of euros.
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At a meeting held on November 23, 2020, the Board of Directors
of Enagas, S.A. agreed to distribute an interim dividend charged
against 2020 profit, based on the necessary liquidity statement,
expressed in thousands of euros, amounting to 175,720 thousands
of euros (0.672 euros gross per share), in accordance with Article
277 of the Spanish Corporate Enterprises Act.

The aforementioned interim dividend was paid on December 23,
2020.

The provisional accounting records prepared by the parent of the
Group, in accordance with legal requirements and which presented
balances sufficient for the distribution of the interim dividend in
2020, were as follows:

| H )unting 1 ntat O 0

Net accounting result 15,750

10% legal reserve 0
Interim_dividend received from Group companies 440,253
Profit “available” for distribution 456,003
. Forecast interim dividend -175,720

Forecast cash balance for the period from October 31
to December 31:

Cash balance 52,679

Projected collection for the period considered 458,748

Credit lines and loans available from financial

B 1,500,000
institutions

Payments projected for the period under consideration 290,117
(including the interim dividend) !
Estimated available financing before dividend

distribution 1,721,310 .
b) Total dividends paid

In addition to the aforementioned interim dividend for 2020,
during 2020 Enagas, S.A. distributed the gross complementary
and extraordinary dividend for 2019.

This dividend amounted to 251,029 thousands of euros (0.96
euros per share) and was paid on July 9, 2020.

1.9 Commitments and guarantees

e

Accounting policies

] A financial guarantee contract is a contract which requires
that the issuer makes specific payments to repay the holder
for losses incurred when a specific debtor does not fulfil
payment obligations at maturity, in accordance with the
original or modified conditions of a debt instrument. The
rights and obligations associated with a financial guarantee
will be considered as financial assets and financial liabilities.
For subsequent valuation, a contract will be recognised as
the greater amount of a) the amount resuiting from
standards relating to provisions (IAS 37) or b) accumulated
amortisation of the initial measurement and possible
accrued income.

An investment commitment corresponds to that obligation
contracted with a related party which can give rise to
outflows of funds or other resources in the future. The
following is included among these: commitments not
recognised in connection with contributing funds or
resources as a consequence of incorporation agreements,
capital intensive projects carried out by a joint venture,
commitments not recognised in connection with providing
loans or other financial support to the joint venture, or
commitments not recognised in connection with acquiring a
stake, regardless of whether a specific future event occurs
or not.
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'Commitments
and

( guarantees

2020

Guarantees for

related parties 622,920 — - 622,920

Guarantees
and sureties 630 14,699 356,202 371,531

granted - Other
Investment
commitments

] - 41,567 41,567

2019

522,952 - —. 522,952

29,154 23,333 379,033 431,520

“Guarantees for
related parties

Guarantees
and sureties

Investment 765,974 — 38,072 804,046
coammitments —

a) Guarantees for related parties debt

The “Guarantees on debt of related parties” heading includes the
corporate guarantee granted by Enagas S.A. for financial
institutions acquired in the Financing Agreement of November 30,
2018 in the company TAP, through which the following items are
basically guaranteed:

e Principal and interest of the Financing Agreement provided by
TAP at any time;

e Market value of the hedging instrument over the interest rate
of the Financing Contract.

The corporate guarantee has been granted by each TAP
shareholder jointly, so that Enagas would only be held liable, in a
hypothetical case, for the amount corresponding to its
participation in the capital of TAP.

At December 31, 2020 the amount guaranteed by Enagds, S.A. to
the creditors of TAP amounted to 622,920 thousands of euros
(522,952 thousands of euros at December 31, 2019). The increase
was due to the higher degree of disposal of the TAP loan as well as
the development of the market value of the financial instrument
for interest rate hedging contracted in the previous year.

This guarantee will be released subject to the fulfilment of certain
conditions agreed with TAP’s creditors, mainly related to the start-
up of the project.

After the release of the guarantee and until the maturity of the
financing, there will also be a shareholder support mechanism for
the repayment of the TAP loan by means of capital contributions
(Debt Payment Undertaking), which will be activated were certain
extraordinary events to happen.

This support mechanism during the operating period is
contractually limited by a cap in force throughout the life of the
financing arrangement, so that the amounts claimed from Enagas
may never exceed a total amount of 903,322 thousands of euros,
regardless of the market value of the derivative or any other
contingency.

b) Guarantees and sureties granted - Others

The following items are Included:

Group Personnel, Companies or Entities

e Guarantees and sureties granted to group companies at
December 31, 2020 include the financial sureties granted to
third parties by Gas to Move Transport Solutions, S.L. in the
amount of 630 thousands of euros, counter-guaranteed by
Enagds, S.A. (877 thousands of euros at December 31, 2019).

e At December 31, 2019 this heading included a guarantee
related to the investment commitment in Tallgrass Energy,
L.P. explained in section c) below, as well as in Note 1.5,
which, having been fulfilled, is no longer in force.

Other related parties

e Technical guarantees granted by the related party Banco
Santander to third parties in the amount of 6,411 thousands of
euros (6,411 thousands of euros in 2019) to cover certain
responsibilities which may arise during execution of the
contracts constituting the activity of the Enagds Group.

e Guarantees granted by the related party Banco Santander
before the Federal Electricity Commission ("FEC") in
connection with the service contracts relating to the Gasoducto
de Morelos and Estacién de Compresidén Soto La Marina
projects in the amount of 8,183 thousands of euros and 105
thousands of euros, respectively (8,909 thousands of euros
and 8,013 thousands of euros respectively at December 31,
2019).

Third parties
The following items, mainly, are included:

e Financial guarantees granted by financial entities to cover the
loans granted by the European Investment Bank to Enagas
Financiaciones, S.A.U. in the amount of 256,667 thousands of
euros (280,000 thousands of euros in 2019).

e Technical guarantees granted by financial entities to third
parties in the amount of 79,724 thousands of euros (73,095
thousands of euros in 2019) to cover certain responsibilities
which may arise during the execution of the contracts
constituting the activity of the Enagas Group.

e Guarantee of access to the electricity transmission grid,
granted by Enagas Renovable, S.L.U. amounting to 18,000
thousands of euros (24,000 thousands of euros in 2019).

e Guarantee granted by Enagas Internacional S.L.U. covering its
obligations in the contract with Sound Energy Morocco for the
development of a project in Morocco, amounting to 552
thousands of euros (601 thousands of euros at December 31,
2019).

e In addition, there is an insurance policy with as bid bond for
the port concession in Colombia for the Buenaventura project
amounting to 1,259 thousands of euros (1,336 thousands of
euros at December 31, 2019).

No guarantees had been granted with respect to tender processes
at December 31, 2020 and at December 31, 2019.
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c) Investment commitments
The following items are included:

® The Enagés Group has no investment commitments relating to
the TAP project, once this affiliate started to operate in
November 2020 (20,924 thousands of euros at December 31,
2019).

e The Enagas Group has firm investment commitments in
Economic Interest Groupings (EIG) amounting to 41,567
thousands of euros, to be disbursed during 2021 and later
years (38,072 thousands of euros at December 31, 2019).

1.10 New accounting standards

a) Standards in force for the current financial year

£\
enagas

® At December 31, 2019, certain investment commitments
corresponding to the TAP project and the Take Private process
of Tallgrass Energy, L.P. were included, which have
materialised as explained in Note 1.5 in the case of Tallgrass
Energy, L.P.

The Directors consider that no additional significant liabilities will
arise in connection with the transactions disclosed in this note
other than those aiready recognised in the accompanying
Consolidated Balance Sheet.

The accounting policies used in the preparation of these Consolidated Annual Accounts, other than those applied in the Consolidated Annual
Accounts for the year ended December 31, 2019, as they came into force on January 1, 2020 are the following:

| I Approved for use in the European Union _
T I —— e
. = = o or after:

Amendments to IFRS 9, IAS 39 and IFRS 7

Amendments to IFRS 9, IAS 39 and IFRS 7:
Reference rate reform

As a result of the ongoing reform of the reference rates by the
monetary authorities, on January 15, 2020 the amendment to
certain requirements for hedging relationships was published in
the Official Journal of the European Union so that entities can
continue to apply hedge accounting on the assumption that the
reference rate of interest on which the cash flows of the hedging
instruments and the hedged items are based will not be affected
by the uncertainties generated by the Reference Rate Reform.

Phase 1 of the Reference Rate Reform

January 1, 2020

In accordance with the amendment to “IFRS 7 Financial
Instruments: Disclosures”, in relation to the hedging relationships
established by Enagds, described in Note 3.6, the Company is
participating in working groups and monitoring the aforementioned
reform process now in its second phase, in order to verify whether
any contractual amendment should be made as a result of the
reform. It is expected that the derivative financial instruments
held by Enagds will continue to qualify and maintain the hedging
relationship in accordance with the risk policy described in Note
3.7.
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b) Standards not effective for the current financial year

The Group intends to adopt the standards, interpretations, and amendments thereof issued by the IASB that are not mandatory in the
European Union at the date these Consolidated Annual Accounts were prepared when they become effective, where applicable. Based on the
analysis conducted to date, the Group believes that their first-time application will not have a material impact on the Consolidated Annual

Accounts and highlights the following standards:

| Approved for use in the European Union i

Amendments to IFRS 9, IAS 39 and IFRS 7: Reference
rate reform

or afte

Phase 2 of the benchmarks reform

Annual periods beginning on January 1, 2021

Classification of Liabilities as Current or Non-Current

Amendment to IAS 1

and Deferral of the validity date

1.11 Aspects relating to COVID-19

During the overall adverse economic situation caused by the
Covid-19 pandemic, both Enagas and its Group companies
implemented contingency plans to ensure normal operation and
continuity of natural gas supply both in Spain and in all the
countries where these companies operate. Thus, as indicated in
ESMA’s recommendations, the going concern principle has
continued to be fully applied in the formulation of the consolidated
annual accounts.

With regard to the Enagas Group’s main activity relating to the
operation and maintenance of the Spanish gas system, it should
be noted that this takes place within a stable regulatory
framework and no effects or changes have been identified as a
result of the situation caused by Covid-19 that could lead to
capital losses for the Group. Nor has the performance of gas
demand during 2020 had a significant negative effect on the
revenue and sales recorded by the Enagas Group.

Likewise, the effects derived from this situation at international
level as well as the global evolution of the Oil & Gas market
indices have not significantly affected the income of the
international companies in which it has investments.

With regard to liquidity, as indicated in Note 3.8, the Group has
solid liquidity and availability amounting to 2,473,009 thousands
of euros at December 31, 2020. Related to the above, on February
9, 2021, the credit rating agency Standard & Poor’s maintained
the Group'’s rating at BBB+, putting it on a negative outlook. On
December 30, 2020, the credit rating agency Fitch Ratings
maintained the Group’s credit rating at BBB+, putting iton a
negative outiook.

January 1, 2023

Thus, the Group’s liquidity risk management strategy reported in
Note 3.7 was not affected by the general economic situation
caused by Covid-19. Similarly, the credit or exchange rate risk
policies have not changed from those applied in previous years
(Note 3.7).

Since this general economic situation is deemed an adverse
circumstance likely to be considered as an indication of
impairment, the Group’s analyses did not disclose any impairment
to be recorded for financial assets and non-financial assets in
accordance with IAS 36 and IFRS 9 (Notes 1.6, 2.6 and 3.3.a),
respectively, considering the evolution of the discount rates made
in 2020.

The Group has thus performed the asset impairment tests and no
significant negative impacts have arisen from this analysis.

Finally, there were no significant extraordinary expenses relating
to this situation or provisions or contingent liabilities included in
the Enagds Group'’s consolidated financial statements at December
31, 2020.

Based on the Group’s analysis, no impact was evidenced by the
Covid-19 situation that needed to be recorded at December 31,
2020.
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2. Operational performance of the group

Relevant aspects

Operating profit

e Operating profit amounted to 615 million euros.

Trade receivables

s “Current receivables” include the balance pending
settlement corresponding to the remuneration of

regulated regasification, transmission and underground
storage activities for 260 million euros corresponding to
financial year 2020 (208 million euros at December 31,
2019), as well as the outstanding balance corresponding
to the remuneration of Technical Management for 3 million

euros (5 million euros at December 31, 2019) (Note

2.2).

Property, plant, and equipment

This heading involves, at December 31, 2020, 49% of total
assets (52% of total assets at December 31, 2019) (Note

2.4). The change is mainly due to:

* Additions amounting to 54 million euros.

» The provision for amortisation for the period, in the

amount of 257 million euros (257 million euros In 2019),

I sbevustmands 5556
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Reform of gas sector regulations

Without affecting the 2020 financial year, on December 23, 2019,
Circulars 9/2019 and 8/2019 were published, establishing the new
regulatory and remuneration framework for financial years from
January 1, 2021, (Note 2.1 and Appendix III),

Current status of the Castor storage collection
rights

In relation to the Castor storage facility, on November 8, 2019, the
Council of Ministers published an agreement ending the hibernation of
the Castor underground storage facilities and agreeing to dismantle
them in phases, assigning the work to Enagas Transporte and
including all the operations required for the maintenance and
operation of the facilities referred to in Article 3.2 of Royal Decree-
Law 13/2014 until the last phase of dismantling is completed.

Following the 2018 Supreme Court rulings that annulled various
precepts specifying the terms of remuneration for infrastructure
management obligatlons, Enagas filed a property liability action on
December 21, 2018 with the Ministry for Ecological Transition to put
in place an alternative mechanism to receive compensation for the
legally mandated tasks, an action that, once rejected due to lack of
response, has been pursued before the National Court through the
filing of the corresponding contentious-administrative appeal on
October 3, 2019.

Thus, the damages lawsult consists of continuing in the jurisdiction of
the claim that has already been filed by the Company to recover the
amounts deducted, in accordance with the legal conclusions of the
external and internal advisors. Based on the above, the account
receivable for the right of Enagas Transporte, S.A.U., to be paid for
the Castor underground storage administration, is maintained in the
balance sheet, the conclusion being that there is no negative impact
on the Group's financial statements for the financial year

Current status of the El Musel Port regasification

am 7

plant (Gijon)

Adminlstrative authorisation, approval of the execution project and
environmental impact statement continue to be processed for the El
Musel regasification plant, as well as a favourable resolution on the
technical and economic conditions for the provision of capacity
services and for the start-up of the facilities (Note 2.4).

In application of Circular 9/2019, Article 19 of which regulates the
remuneration of facillties in a special administrative situation, as is the
case of the aforementioned facility, the facility in progress continues
to receive the financial remuneration and the provisional operation
and maintenance costs.
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Accounting policies
Recognition of income

+ The Enagés Group measures revenue at the fair value of the
consideration received or receivable and represents balances
receivable for goods delivered and services provided in the
normal course of business, net of discounts and amounts
received from third parties such as VAT reimbursements.

« Ordinary revenue from the rendering of services is recognised
by reference to the stage of completion of the transaction at the
balance sheet date, provided the resuit of the transaction can be
estimated reliably.

s Specifically, income relating to Technical Management of the
System (GTS) is regulated by a public body (Appendix III).
This is calculated annually based on the accredited cost for each
year and is meant to repay the obligations of Enagas GTS,
S.A.U. as Technical Manager of the System, which includes
coordinating the development, operation, and maintenance of
the transmission network, supervising the security of natural gas
supply, carrying out plans for future development of gas
infrastructure, and controlling third-party access to the network.
The monthly attribution of this income to the Income Statement
is carried out on a straight-line basis.

« Income arising from regasification, storage, and transmission
activities in Spain is calculated based on a regulated
remuneration system (Appendix III). Remuneration is
comprised of a fixed portion for availability of the facility and a
variable portion for supply continuity. The fixed portion for
availability includes operation and maintenance costs for each
year, amortisation and financial remuneration calculated by
applying the annual net value of the investment and the
financial remuneration rate determined for each regulatory
period.

Inclusion of the variable portion for supply continuity in the
remuneration of facilities allows, on the one hand, for the
adjustment of system costs in situations of varying demand,
balancing the differences between income and costs of the
system, and, on the other, it transfers part of the risk relating to
variable demand, which until now has been assumed by the end
consumer, to the owner of the facilities.

This portion is calculated on the basis of total changes in
domestic consumption of natural gas excluding the supply
through satellite plants with respect to prior year in the case of
transmission facilities, of the variation in demand for regasified
gas in all the plants operating in the system in the case of
regasification facilities, and the change in useful gas stored, at
November 1 of the corresponding year and including cushion gas
mechanically extracted in storage facilities.

Remuneration for supply continuity is divided among all the
facilities based on the weighting of their replacement value
with respect to all facilities relating to the activity, calculating
said values by applying the unit investment values prevailing
for each year.

Once the regulatory useful life of the facilities has elapsed, and
in those cases in which the asset remains operational, the
operating and maintenance costs are established as fixed
remuneration, increased by a coefficient based on the number
of years by which the facility exceeds the regulatory useful life,
not accruing any amounts as investment remuneration.

Without affecting the 2020 financial year, on November 20 and
on December 23, 2019, Circulars 2/2019 and 9/2019 and
8/2019 were published, establishing the new regulatory and
remuneration framework for financial years from January 1,
2021. The main items of this regulatory reform are set out in
Appendix III.

In addition, the Group’s deferred income mainly corresponds
to the advanced amounts received for the natural gas
transmission rights ceded to Gasoducto Al-Andalus, S.A. and
Gasoducto de Extremadura, S.A., and is taken to the income
statement on a straight-line basis until December 31, 2020,
the date at which the transmission contract expires.

Further, this heading includes the accrual of amounts received
for connecting the basic network infrastructure of Enagas
Transporte, S.A.U. and Enagds Transporte del Norte, S.L. with
networks of distribution companies, secondary transmission
companies, gas shippers, and qualified customers. Said income
is recognised based on the useful life of the assigned facilities.

Based on the types of contractual agreements supporting this
type of income, it has been determined that there is an implicit
financing component which, under the new regulatory
requirements, must be recognised as a liability in the
Consolidated Balance Sheet.
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a) Income

The breakdown of Revenue is as follows;

37,329 30,447

= Income from regulated
adivities

= Income from non-
regulated activities

2020: 1,084,051

» Other operating income

29,631

* Incmme from regulated
acivities

! B = Income frem nan-

2013: 1,182,734 regulated activities

= Other operating
income

1,086,633

The detail of revenue with the breakdown of revenue from
customer contracts at December 31, 2020 and December 31, 2019
is as follows:

Regulated activities: 1,016,275 1,086,633

From customer contracts - -

Others 1,016,275 1,086,633
Non-regulated activities: 37,329 66,470
From customer contracts 33,593 31,333

Others 3,736 35,137

Total revenue 1,053,604 1,153,103

From customer contracts 18,756 23,939

Others 11,691 5,692

Total Other operating_ 30,447 29 631
H r r

The distribution of the Revenue based on the Group Companies
from which it comes for 2020 and 2019 is as follows:

Regulated activities: 1,016,275 1,086,633
Enagés Transporte, 965,507 1,033,900
S.A.U.

Enagas Transporte del 25,761 28,243
Norte, S.L.

Enagas GTS, S.A.U. 25,007 24,490
O e 37,320 66,470
activities:

GNL Quintero - 31,696
——— —_—
Enagas Transporte, 30,286 30,257

S.A.U.

Enagds, S.A. - 59
Enagas Internacional, 661 561
S.L.U.

Enagas México 314 459
Enagéas Transporte del 247 447
Norte, S.L.

Enagas Peru 881 910
Remaining companies 4,740 2,081
Total 1,053,604 1,153,103
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The breakdown required for the IFRS 15 application, regarding contracts with customers corresponding to 2020 and 2018 is as follows:

2020

Nature

Net revenue from customer contracts

Geographical
area

Segments (Note 4. )
nical s - o
Managemant Other activities ota

Counterpa

as

Connections Services rendered Spain Intercompany & 224 " 224
Other income Services rendered Spain Intercompany . 84 2,896 2,980
Other income Services rendered Greece Intercompany = < 181 181
Corporate services Services rendered Spain Intercompany . - 158 158
Corporate services Services rendered Spain Third parties = = 34 34
Corporate services Services rendered Peru Intercompany - - 25 25
Corporate services Services rendered Switzerland Intercompany a = 1,563 1,563
Gas transmission services Services rendered Spain Third parties . 28,428 0 28,428
Net revenue from customer contracts - 28,736 4,857 33,593
Other operating income from customer contracts

Usage rights Usage rights income Spain Intercompany P 8,473 : 8,473
Maintenance Services rendered Spain Intercompany P 3,254 . 3,254
Maintenance Services rendered Spain Third parties - 1,468 z 1,468
Maintenance Services rendered Morocco Third parties & 250 . 250
Other income Services rendered Germany Third parties N _ 3 3
Other income Services rendered Belgium Third parties . . 360 360
Other income Services rendered Spain Intercompany 5 1,590 72 1,667
Otbher income Services rendered Spain Third parties - 2,727 10 2,737
Other income Services rendered France Third parties . 19 7 26
Other income Services rendered Mexico Third parties = B 35 35
Other income Services rendered Portugal Third parties - a i - 1
Corporate services Services rendered Spain Intercompany = z 482 482
Total other operating income from customer contracts 5 17,782 969 18,756
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Segments (Note 4.7.a)

Teachnical Other
Geographical area Counterparty "a-mmng activities

Net revenue from customer contracts

Connections Services rendered Spain Third parties - - 447 447
Other income Services rendered America Intercompany = . 13 13
Other income Services rendered Spain Intercompany = 87 1,109 1,196
“Other income Services rendered Europe Intercompany - - 154 154
Other income "~ Services rendered Spain Third parties . 90 = 90
Other income Services rendered America Third parties = = 5 5
'Corporate services Services rendered America Intercompany . . 71 71
Corporate services Services rendered Spain Intercompany = = 566 566
Corporate services ~ Services rendered Europe _Intercompany . - 457 457
SG:riitcr::sm'ss'm Services rendered Spain Third parties : 28,334 = 28,334
Net revenue from customer contracts - 28,511 2,822 31,333
Other operating income from customer

contracts

Leases Services rendered Spain Third parties . 353 258 611
Usage rights Usage rights income Spain Intercompany _ 8,909 o 8,909
Maintenance Services rendered Spain Intercompany = 3,490 : 3,490
Maintenance ~ Services rendered Africa T Third parties = - 395 N 395
Maintenance Services rendered Spain Third parties B . 232 , 232
Maintenance ~ Services rendered Europe Third parties 3 11 . 11
Other income Services rendered Spain & Intercompany 5 - 1,058 1,063
Other income Services rendered EL}ope Intercompany i e 1,010 1,010
Other income Services rendered America Third parties N o R 30 - 30
Other income Services rendered Spain . Third parties = 3,591 738 4,329
Other income Services rendered Europe Third parﬁes . 60 295 355
Corporate services Services rendered America Intercompany o - 95 95
(_Zo_rp?)rate services Services rendered Spain o Intercompany S . 2,001 1,053 3,054
Corporate services Services rendered Spain Third parties = 4 = 4
Corporate services Services rendered " Europe "~ Third parties . - 351 351
Total other operating income from customer contracts o S——gF 19,0?6 —— 4,888 23,939

The Management of the Enagas Group considers that there is no collection uncertainty relating to the income indicated above and therefore has
not ceased to recognise any type of income for this reason.

amount of 705 thousands of euros at December 31, 2020,
corresponding to the Long-Term Incentive Plan (2019-2021) (710
thousands of euros at December 31, 2019). In addition, the
employee expense arising from the bonus payable every three
years for contribution to results for the 2019-2021 period and

b) Personnel expenses

T S N T

Wages and salaries 93,239 91,741 K .

R —— - corresponding to the remaining personnel of the Group was also
Termination benefits 4797 5,807 included in the amount of 1,950 thousands of euros (1,898
Social Security 20,302 20,012 thousands of euros in 2019).

Other personnel expenses 10,375 10,305

Contributions to external pension funds 2732 2681 The Enagas Group contributes, in accordance with the Pension
(defined contribution plan) Plan signed and adapted to the Law on Pension Plans and Funds,
Works for fixed assets (Note 2.4) (4,733) (5,371) to an "Enagas Pension Fund” defined contribution plan, managed
- —— —— by Gestién de Prevision y Pensiones, S.A. with Banco Bilbao

Total 126,712 125,175

In 2020, wages and salaries include the fair value of services
received as consideration for equity instruments granted, in the
amount of 2,196 thousands of euros at December 31, 2020
corresponding to the portion of the Long-Term Incentive Plan
payable in Enagas, S.A. shares and approved on March 29, 2019
for the executive directors and senior management, thus
representing a share-based transaction (2,207 thousands of euros
at December 31, 2019). Services rendered corresponding to the
portion of the incentive plan payable in cash were also recognised
with a credit to “Provisions” under non-current liabilities, in the

Vizcaya Argentaria, S.A. as custodian, which covers the Group’s
commitments to the workforce in question. The aforesaid plan
recognises certain vested rights for past service and undertakes to
make monthly contributions averaging 4.23% of eligible salary
(4.27% in 2019). It is a mixed plan covering retirement benefits,
disability and death. The total number of people adhered to the
plan at December 31, 2020 totalled 1,180 participants (1,186
participants at December 31, 2019). The contributions made by
the Group in this heading each year are recorded under “Personnel
expenses” of the Consolidated Income Statement. At 2020 year-
end there were no amounts pending payment with respect to this
item.

23



Consolidated

ual Accounts 202_(}7'

In addition, the Group has outsourced its pension commitments
with respect to its senior managers through a mixed group
insurance policy for pension commitments, including benefits in
the event of survival, death, and employment disability.

The average number of Group employees broken down by
professional category is as follows:

2020: 1,340

' - Management

= Technical personnel

< Administrative personnel
' - Workers

2019: 1,366

+ Management
«» Technical personnel
+ Administrative
personnel

' = Workers

£\
enaqgas

At December 31, 2020, the Group had 1,357 employees (1,320 in

2019). The breakdown by professional category and gender is as
follows:

categories [~Women ]| Wen | Women |

Management 44 114 40 105
——— 232 485 224 475
personnel

Administrative %0 9 89 13
personnel

Workers 22 361 17 357
Total 388 969 370 950

“Management” includes senior executive management of the
Group, comprising eleven people (nine men and two women).

The average number of staff during 2020 and 2019 employed by
Group companies with disabilities greater than or equal to 33%,
broken down by categories, is as follows:

Categories
Technical personnel
Administrative

2 2
personnel
Workers 4 5
Total 8 10
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c) Other operating expenses

|Gther operating expen Cjee2o 203
External services:

R+D expenses 648 484
Leases and royalties (1) 4,044 7,714
R<;airs and conservation T 51,161 —48,396

“Freelance professional services 29,916 27,299
Transport - 24,115 24,823
Insurance premiums - 6,572 6,241
Banking and similar services 193 331
f;:;;trl]ssmg, publicity and public 5,802 4,349
Supplies B 19,530 23,114
Other services o 22,602 24,575

'External services 164,583 167,326
Taxes o 12,925 13,965
Other current management 2,558 1,668
expenses
Other external expenses - 9,083 11,058
Change in traffic provisions 69 4,320
Total 189,218 198,337

(1) This account includes expenses for leases, which are excluded from IFRS
16 as they relate to assets of low value or with a term of less than one
year, amounting to 3,504 thousands of euros

enagas

2.2 Trade and other non-current and current receivables

Accounting policies

* Financial assets are recognised in the Consolidated Balance
Sheet at the transaction date when the Group becomes party
to the contractual terms of the instrument.

Financial assets measured at amottised cost

» This heading comprises financial assets arising from the sale
of goods or the rendering of services in the course of the
Company’s business, or financial assets which, not having
commercial substance, are not equity instruments or
derivatives with fixed or determinable payments and are not
traded in an active market.

e The said financial assets are initially recognised at fair value
of the consideration paid, plus transaction costs directly
attributable to the acquisition. They are subsequently
measured at amortised cost and related interest accrued at
the corresponding effective interest rate is recognised in the
Consolidated Income Statement.

= Receivables which do not bear explicit interest are recognised
at their face value whenever the effect of not discounting the
related cash flows is not significant. Subsequent
measurement in this instance is still carried out at face value.

The Group derecognises financial assets when the
contractual rights to the cash flows from the financial asset
expire ot are transferred, which implies transferring
substantially all the risks and rewards inherent in ownership
of the financial asset; this is the case in firm asset sales,
trade receivable factoring transactions in which the Group
retains neither credit risk nor interest rate risk, sales of
financial assets with an agreement to repurchase them at
their fair value, and securitisations in which the Group
neither retains subordinated financing, grants any form of
guarantee nor assumes any other type of risk.

In contrast, the Group does not derecognise financial
assets, but rather recognises a financial liability at an
amount equal to the consideration received, in the transfer
of financial assets in which it retains substantially all the
risks and rewards incidental to ownership, such as
discounted bills, recourse factoring, disposals of financial
assets under repurchase agreements at fixed prices or at
the sales price plus interest, and securitisations of financial
assets in which the Group retains subordinate liability or
grants other types of guarantees which would substantially
absorb all possible losses.
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a)

b)

Significant estimates and judgements

An impairment loss on financial assets measured at
amortised cost arises when there is objective evidence
that the Group will not be able to recover all the
corresponding amounts in accordance with the original
terms established. The impairment loss is recognised as
an expense in the Consolidated Income Statement and is
determined as the difference between the carrying
amount and the present value of future cash flows
discounted at the effective interest rate.

If, in subsequent periods, the value of the financial asset
measured at amortised cost recovers, then the
impairment loss is reversed. The reversal shall not result
in a carrying amount of the financial asset that exceeds
the carrying amount had the impairment not been
recognised. The reversal is recognised in the
Consolidated Income Statement.

From January 1, 2018, with the application of IFRS 9, the
Group recognises an impairment loss for expected credit
losses on financial assets.

The Group assess the expected credit losses of a financial
instrument in a way that refiects:

an amount weighted based on probability and not biased,
determined by evaluating a series of possible outcomes;

the temporal value of money; and

©)

v

reasonable and well-founded information available on the
date of information, without cost or disproportionate effort,
on past events, current conditions and forecasts of future
economic conditions.

Under the new standard, an entity will measure the value
correction for losses of a financial instrument in an amount
equal to the expected credit losses during the life of the
asset, if the risk of that financial instrument has increased
significantly since its initial recognition.

Conversely, that is, if the credit risk of a financial
instrument has not increased significantly since the initial
recognition, an entity will measure the value correction for
losses at an amount equal to the expected credit losses in
the next 12 months.

The gain or loss resulting from impairment of value, the
amount of the expected credit losses (or reversals) by
which it is required that the value adjustment for losses be
adjusted on the posting date to reflect the amount to be
recognised under this standard will be recorded in the profit
for the period.

In the case of the Enagas Group, practically all financial
assets present a low credit risk at the date of posting, and
their exposure to events that generate credit losses during
the next 12 months is therefore calculated.
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Customer receivables for sales and

services rendered 6,254 6,416
Accounts receivable from custom

ccou i e from er 3,696 3,774
contracts
“Accounts receivable from customer o
contracts, group companies and 4,891 2,936
associates SE— — —
Subsidiaries and associates 637 1,045
Other receivables 265,749 216,077
Subtotal 281,227 230,248
Value added tax 17,846 23,754
Trade and other current receivables 299,073 254,002
“Trade and other non-current receivables i

146,347 148,022

"Trade and other non-current receivables”, in accordance with
Royal Decree-Law 8/2014 of July 4 and Law 18/2014 of October
15, mainly includes the long-term accumulated deficit
corresponding to regulated activities amounting to 79,227
thousands of euros at December 31, 2020 (80,377 thousands of
euros at December 31, 2019).

“Trade and other non-current receivables” includes the amount
receivable for facilities pending recognition from years prior to
2019, as well as for the gas system mismatch from 2014, for a
total amount of 7,193 thousands of euros, which are in the long-
term because the directors estimate their recovery over a period
of time greater than one year (at December 31, 2019, the amount
receivable for facilities pending collection for years prior to 2018
was recorded at 14,806 thousands of euros).

In the “Other receivables” heading, under current assets, the
Enagéds Group mainly records the outstanding balance
corresponding to the remuneration of regulated regasification,
transmission and underground storage activities at the end of
financial years 2020 and 2019, in the amount of 259,779
thousands of euros and 208,132 thousands of euros, respectively,
Within this amount, the balance pending settlement for 2020
amounts to 182,815 thousands of euros (at December 31, 2019,
the balance pending settlement for 2019 amounted to 80,955
thousands of euros).

In November 2020, the final settlement for 2019 was published,
approving the surplus of the gas system for 2019. Due to this
surplus, in December the Group registered proceeds of 16,377
thousands of euros charged to the mismatches in the gas system
in 2014 and 2016. After receiving the aforementioned proceeds,
the full amount corresponding to gas system mismatches
recognised in the short-term in the accompanying balance sheet
amounts to 1,801 thousands of euros, which is the amount
estimated to be collected in 2021.

In addition, the “Other receivables” heading also includes the
balance pending collection relating to remuneration for Technical
Management activity, amounting to 2,870 thousands of euros
(4,854 thousands of euros at December 31, 2019). The trade
receivables related to regulated activities follow the settlement
system established in Order ECO/2692/2002, of October 28, which
regulates the settlement procedures for remuneration of requlated
natural gas sector and fees for specific purposes (Appendix I1I).

“Accounts receivable from contracts with customers" include the
following items, broken down in accordance with IFRS 15:

Accounts receivable from customer contracts 676 1,436

Accounts receivable from customer contracts,

. i 3,000 1,076
group companies and associates
A ivable invoi is
ccounts recelva' e invoices to be issued 3,020 2,338
from contracts with customers
;ccounts receMﬂvoices to be issued fro_m
contracts with customers, group companies 1,891 1,860

associates

The Company has not registered assets under contracts at
December 31, 2020 or December 31, 2019,

At December 31, 2020, the Company did not have significant
impairment losses on balances receivable from contracts with
customers, either registered as accounts receivable or as unissued
invoices.

Situation of Castor Storage Facility

As explained in Note 8.1 of the 2014 Consolidated Annual
Accounts of the Enagds Group, on October 4, 2014 the Official
State Gazette published the Royal Decree-Law 13/2014 of October
3, by virtue of which urgent measures were adopted in connection
with the gas system and title to the nuclear power plants, with a
view to guaranteeing the security of people, goods, and the
environment with respect to the Castor natural gas underground
storage facility, which establishes, among other matters, the
following:

. The termination of the operating concession for the Castor
underground storage facility, granted by Royal Decree-Law
855/2008, of May 16.

° The hibernation of the facilities associated with said
concession.

® The appointment of Enagas Transporte, S.A.U. for
administration of said facilities, for the sole purpose of
carrying out the necessary measures for maintenance and
operability during the hibernation period, prioritising the
objective of guaranteeing the security of the facilities for
persons, goods, and the environment, while ensuring
compliance with applicable regulations. Likewise, the decision
included the stipulation that the maintenance and operational
costs be paid to Enagds Transporte, S.A.U. with a charge to
income from tolls and royalties of the gas system.

° The recognition of the investment made for the storage
facility by the titleholder of the concession which was
extinguished with 1,350,729 thousands of euros, and the
establishment of a payment obligation for said amount by
Enagds Transporte, S.A.U. to the titleholder of the
extinguished concession. As a result of assuming the
payment obligation, Enagas Transporte, S.A.U. enjoys the
right to collect access tolls and royalties from the gas
system’s monthly invoicing for 30 years, for the amount paid
to the titleholder of the extinguished concession plus the
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financial remuneration which the Royal Decree-Law expressly
recognises. Likewise, this Royal Decree-Law contains the
necessary measures to guarantee full effectiveness of this
collection right, that said right could be freely available to
Enagés Transporte, S.A.U. or its third party titleholders, and
could consequently be totally or partially, ceded, transferred,
discounted, pledged, or taxed in favour of any third parties,
including securitisation funds or other vehicles or companies
with a special purpose, either domestic or international. The
cession of the collection right will be effective with respect to
the gas system, which will pay the new titleholder the
corresponding amounts.

In light of the above, on October 4, 2014, Enagas Transporte,
S.A.U. signed an agreement with various financial entities by
virtue of which it ceded the collection right charged to the gas
system awarded by the aforementioned Royal Decree-Law, with
said entities assuming the payment obligation imposed on Enagds
Transporte, S.A.U. In this manner, on November 11, 2014, said
financial entities made a payment of 1,350,729 thousands of euros
to the titleholder of the extinguished concession.

Further, Enagds Transporte, S.A.U. transferred the aforementioned
contractual obligations and rights inherent to ownership of the
financial asset to said financial entities, thus derecognising it from
the balance sheet as the Directors of the Group consider that all
associated risks and benefits have been transferred.

On December 21, 2017 the Constitutional Court handed down a
sentence No. 152/2017 declaring various provisions of Royal
Decree-Law 13/2014 as unconstitutional and null and void due to
formal errors. Specifically, (i) acknowledgement of the investment
made by the renouncing concessionaire and costs accrued up to
the date of said regulation becoming effective, and thus the
consideration in the amount of 1,350,729 thousands of euros, as
well as (ii) recognition of the correlated collection right of Enagas
Transporte, S.A.U. with respect to the gas system for the amount
of consideration cited, considering that in both cases the reasons
given for the urgency were not justified and therefore said
measures should be excluded from the ordinary legislative
procedure.

Notwithstanding the foregoing, the Constitutional Court did declare
the following as constitutional and valid: (i) adoption of the
decision to hibernate the underground storage facility; (ii) the
declaration of the extinction of the concession; and (iii) the
appointment of Enagas Transporte, S.A.U. for administration of
the facilities to the extent the hibernation is prolonged; as well as
(iv) recognition of the right to obtain remuneration for the
maintenance and operability costs for Enagas Transporte, S.A.U.,
including any costs incurred for the administration and other
related work which said Royal Decree-Law established as a
requirement.

In accordance with the analysis carried out by the Company’s
external legal advisors, the purchase-sale contract for the
coliection rights signed by Enagas Transporte, S.A.U. with the
financial entities represents the transfer of rights and obligations
to the financial entities and in no case does it enable the buyers
(or their possible transferees) the possibility of claiming
reimbursement for the price received or payment of any other
amounts from the seller. Thus, in no case can adverse effects arise
in connection with the financing of the operation for the Company
due to the sentence of the Constitutional Court, as Enagas
Transporte, S.A.U. is not titleholder to the collection right which

g

was annulled nor is it obliged to pay the titleholder of the
extinguished concession.

In addition, in relation to the above, the Supreme Court issued a
ruling on October 27, 2020 partially upholding the contentious-
administrative appeal filed by the financial institutions against the
alleged rejection by the Council of Ministers of the claim for
liabllity of the Legislature for the partial unconstitutionality of
Royal Decree-Law 13/2014, recognising the right of these
appellant banks to compensation, by way of liability of the
Legislature, of the total debt recognised in their favour, in the
amount of 1,350,729,000 plus the corresponding legal interest
accrued.

Likewise, in accordance with the analysis carried out and the
conclusions drawn by the Company’s legal advisors and external
legal advisors, the aforementioned sentence of the Constitutional
Court does not give rise to any negative effect on the right of
Enagas Transporte, S.A.U. to obtain remuneration for the
administration and operations necessary for maintenance and
operability of the infrastructure, as the Royal Decree-Law was not
affected in such a manner by the declaration of unconstitutionality.
Similarly, on the basis of these same conclusions, it is not believed
that there has been any negative effect from the process that
targets the liability of the Legislator State to financial institutions,
since all the risks and benefits of the financial asset have been
contractually transferred to the latter and the Supreme Court has
also issued a final ruling in their favour.

In addition, in 2020, the following court decisions were handed
down, reiterating the position adopted by the courts in previous
years:

e Rulings of February 18 and May 29, 2020, by the Supreme
Court, which upheld the appeals filed by the multi-sector
employers’ association CECOT and by the Autonomous
Community of Catalonia and annulled the provisions of
Ministerial Orders ETU/1977/2016 and ETU/1283/2017, which
recognised the payment by Enagds Transporte, S.A.U. of the
investment, administration and maintenance of the Castor
infrastructure for 2017 and 2018,

Notwithstanding the above, it should be noted that since 2014
Enagés Transporte, S.A.U. has been performing the functions of
administrator of the Castor storage facility, which it was legally
obliged to do in accordance with the provisions of sections 1 and 2
of Article 3 of Royal Decree-Law 13/2014, which imposed on it the
assumption of the administration of the facilities and of the
ownership of all the rights and obligations associated with them
during the entire period up to the end of the hibernation period
through an agreement of the Council of Ministers referred to in
Article 1.2 of the aforementioned Royal Decree-Law 13/2014.

With all of the above, in practice the aforementioned Resolution
has not meant that Enagas Transporte has ceased to attend to the
tasks it had been carrying out to guarantee the safety of people,
property and the environment but, on the contrary, it has
confirmed its obligation to continue to carry out all of the
operations required for the maintenance and operation of the
facilities referred to in Article 3.2 of Royal Decree-Law 13/2014
until the last phase of dismantling is completed.

And given that, due to carrying out these tasks, formerly as a
storage administrator, and now as a dismantling manager, Enagas
Transporte, S.A.U., has so far been assuming the costs derived
from the operations maintenance and operations imposed, as well
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as those for the full assumption of the administration and
dismantling of the storage; and given that, in addition, the right of
this company to obtain remuneration for the functions entrusted
by Royal Decree-Law 13/2014 and developed in relation to Castor
storage remains in force, since it does not derive from Article 6,
annulled by the Constitutional Court, but is expressly recognised in
Article 3.2 of the former, which subsists, it is considered that the
right of Enagés Transporte, S.A.U. to receive the remuneration for
the costs incurred is beyond any doubt, with only the specific
terms in which this right is specified remaining in doubt, since
Article 6 has been annulled.

In view of the foregoing and as it is necessary to implement an
alternative mechanism to receive the remuneration for the legally
entrusted tasks, on December 21, 2018, Enagéas Transporte,
S.A.U. has filed a claim for damages with the Ministry for
Ecological Transition, requesting (i) the right of Enagas
Transporte, S.A.U. to obtain compensation, for the damages
sustained as a result of the administration tasks of the facilities,
plus the pertinent interests, (ii) payment of the amounts
corresponding to the remuneration for the costs assumed by
Enagas Transporte, S.A.U., up to the moment when the resolution
is issued, plus the pertinent interests, and (iii) the right of Enagas
Transporte, S.A.U. to obtain compensation for the damages that
may be caused to it as a consequence of the tasks of
administering the facilities until such time as the Council of
Ministers adopts an agreement that puts an end to the storage
hibernation situation.

The aforementioned claim for liability filed on December 21, 2018
was rejected by a presumptive resolution of the Ministry for

2.3 Trade and other payables

enagas

Ecological Transition, which on October 3, 2019 was challenged by
Enagds Transporte before the National Court in order to recover all
amounts corresponding to the tasks entrusted to it and which
Enagds has continued to provide to date. The proceedings have
been concluded and are awaiting a verdict and ruling.

According to the legal conclusions of the external and internal
advisors, it is considered that this damages lawsuit is the
mechanism initiated by the Group for recovering both the amounts
deducted from the remuneration corresponding to financial year
2017, the amounts not paid referring to financial years 2018 and
the following, and the amounts that have been refunded as a
result of the review actions by the CNMC in relation to the
settlements corresponding to 2014, 2015 and 2016, included in
the final approved settlements of the 2015 and 2016 years, as
well as their possible interests. Based on the above, the account
receivable for the right of Enagas Transporte, S.A.U., to be paid
for the Castor underground storage administration, is maintained
in the balance sheet, the conclusion being that there is no
negative impact on the Group’s financial statements as a result of
the judgements of the Constitutional Court or the Supreme Court
referred to above.

At December 31, 2020, the amount recorded as revenues of the
Company during financial years 2014 to 2020 pending recovery
amounted to 72,825 thousands of euros (61,103 thousands of
euros at December 31, 2020).

Accounting policies

of financial discounting is not significant.

Trade and other payables are financial liabilities that do not accrue explicit interest and are recognised at their face value provided the effect

The breakdown of the heading “Trade and Other Payables” for
2020 and 2019 is as follows:

Debts with related companies 10,371 3,516

Rest of suppliers 232,248 160,183
Other creditors 12,798 14,782
Subtotal 255,417 178,481
Value added tax 2,140 148
15':)(; »::;ZSrities creditor for withholdings 34,215 33,764
Total 291,772 212,393

Information on the average payment period

The disclosures required in the second final provision of Law
31/2014 of December 3, are as follows:

Ratio of payments made 29 34

Ratio of pending payments 45 27
Average payment period to suppliers 30 34

| 2019

Total payments made 419,928 474,065

Total pending payments 29,751 26,447
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2.4 Property, plant, and equipment

Y .

Accounting policies

® The cost model is applied, that is, the corresponding assets .
are measured at acquisition or production cost less the
corresponding accumulated amortisation and any impairment
losses.

©® Acquisition or production cost includes: .

®  Finance expenses relating to the financing of
infrastructure projects accrued only during the
construction period, when the building work lasts for
more than one year. In 2020 and 2019, no financial
expenses were capitalised for this item.

® Personnel expenses directly related to work in progress,
lowering personnel expenses in the amount of 4,733
thousands of euros at December 31, 2020 (5,371
thousands of euros at December 31, 2019) (Note
2.1.b).

® The book value of these assets includes an estimate of
the current value of the costs to the Group for the
dismantling tasks, credited to the “Long-term
provisions” caption (Note 2.8.a) of the accompanying
Consolidated Balance Sheet. This provision is subject to
periodic review, in order to monitor possible changes in

decommissioning costs, in this case assuming the
corresponding change in book value, which would be
made prospectively, as has been previously indicated in
Note 2.8.a to the Consolidated Annual Accounts.

Non-extractable gas required for exploitation of underground
natural gas storage (cushion gas) is recognised under PP&E,
depreciated over the specific prevailing useful life (20 years)
or over the leasing period if less.

Natural gas required for minimum levels in gas pipelines and
minimum operating levels for regasification plants, (also
called “heel gas™) is recognised as PP&E that cannot be
amortised given that it is not available for sale as indicated
under current regulations. It is measured at the purchase
price as indicated in Order ITC/3993/2006 an Order
1IET/2736/2015.

The restatement of assets recognised under PP&E in
accordance with Royal Decree-Law 7/1996 of June 7, on
balance sheet restatements, has an effect of 3,310 thousands
of euros on amortisation charges in 2020 (3,311 thousands of
euros in 2019).

It should be noted that, without affecting the 2020 financial
year, on November 20 and on December 23, 2019, Circulars
2/2019 and 8/2019 and 9/2019 were published, establishing
the new regulatory and remuneration framework for financial
years from January 1, 2021 (Appendix III),

any of the hypotheses used to estimate Grants

The official grants relating to the assets recognised under
PP&E lower the acquisition cost of said assets and are taken
to the income statement over the foreseen useful lives of the
corresponding assets, decreasing the related amortisation.
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Significant estimates and judgements
. PP&E items arc? amortised usmg tht? straight-line AT Useful life (years)
method, applying annual amortisation rates that
reflect the estimated useful lives of the
corresponding assets. Buildings 2%-5% 50 - 20
* The Directors consider that the carrying amounts Technical facilities (1 o
ecnnical racilities (Yrransmission
of the assets do not exceed the recoverable network) 2.5%-5% 40-20
amounts which result from calculating discounted
future cash flows generated by sald assets based
. Tanks 5% 20
on foreseen remuneration under current
regulations.
- - und St Faciliti 5%-10% 20-10
*  For lease assets arising from the application of nderground Storage Facilities ? ?
IFRS 16 as of January 1, 2019, the average term
considered in each of the leases has been Cushion gas 5% 20
determined on the basis of both the economic
substance and the contractually agreed duration i iliti
X Otheri technical facilities and 3.50%-12% 40 - 8.33
as well as the assumptions on the machinery
extension/early termination of the contracts.
Equipment and tools 30% 3.33
» Depreciation is carried out on a straight-line
basis in accordance with the following useful
lives: Furniture and fixtures 10% 10
Information technology equipment 25% 4
Transport equipment 16% 6.25

Increases or Decreases,

vaiance | provisons | " decrs [disposals or| SoTeE St
Senatara reductions
Land and buildings 473,038 3,537 726 (120) 477,181
Technical facilities and machinery 9,194,071 8,851 15,243 (4,231) 9,213,934
Other facilities, tools, and furniture 178,305 9,616 - (62) 187,859
Prepayments and work in progress 547,174 33,098 (15,969) (325) 563,978
Capital grants - (601,070) n (1,198) - - - = (602,268)
Total cost 9,791,518 53,904 = (4,738) 9,840,684
Land and buildings (207,924) (14,723) = 102 (222,545)
Technical facilities and machinery (5,200,655) - (244,292) - 4,098 (5,440,849)
Other facilities, tools, and furniture (67,775) (8,482) - 141 (76,116)
Capital grants 430,006 10,555 - 440,561
Total amortisation (5,046,348) (256,942) 4,341 (5,298,949)
Technical facilities and machinery (13,719) (1,243) (14,962)
Prepayments and work in progress (96,531) - - t 169 (96,362)
Total impairment (110,250) (1,243) = 169 (111,324)
Land and buildings 265,114 (11,186) 726 (18) 254,636
Technical facilities and machinery o 3,979,697 (236,684) 15,243 (133) 3,758,123
Other facilities, tools, and furniture 110,530 1,134 - 79 111,743
Prepayme;ts and work in progress 450,643 33,058 (15,969) N (156) 467,616
Capital grants o (171,064) 9,357 - - (161,707)
Net carrying amount of property, plant, and equipment 4,634,920 (204,281) - (228) 4,430,411
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Consolidated Annual Accounts 2020

Opening

balance

Effect of
first
application
of IFRS 16
(1)

Increases or
decreases
due to
transfers

Inputs or
provisions

(2)

Decreases,
disposals or
reductions

Translation
differences

Perimeter
variations

(3)

Balance at
year-end

Land and buildings 249,230 283,802 21,548 118 - (398) (81,262) 473,038
Technical facilities and machinery 9,681,043 368,902 65,842 9,238 (247) 6,452 (937,159) 9,194,071
Other facilities, tools, and furniture 171,130 3,651 14,997 142 (6,822) 811 (5,604) 17_8,305.
Prepayments and work in progress 576,027 - 28,622 (9,498) (39,292) (221) (8,464) 547,174
Capital grants (600,502) - (568) - - - - (601,070)
Total cost 10,076,928 656,355 130,441 - (46,361) 6,644 (1,032,489) 9,791,518
Land and buildings (98,840) (118,364) (15,265) - = (77) 24,622 (207,924)
Technical facilit; and machinery (4,988,463) (220,282) (247,153) - = (1,010) 256,253 (5,200,655)
Other facilities, tools, and furniture (72,272) - (5,385) - 6,822 (750) 3,810 (67,775)_
_Capital grants 419,220 = 10,786 = - - = - 430,006
Total amortisation (4,740,355) (338,646) (257,017) - 6,822 (1,837) 284,685 (5,046,348)
Technical facilities and machinery (13,719) - - = = - - (13,719)
Prepayments and work in progress(4) (84,639) - (43,997) - 32,105 - - (96,531)
Total impairment (98,358) - (43,997) - 32,105 - - (110,250)
Land and buildings 150,390 165,438 6,283 118 - (475) (56,640) 265,114
Technical facilities and machinery 4,678,861 148,620 (181,311) 9,238 (247) 5,44_2 (680,906) 3,979,697
Other facilities, tools, and furniture 98,858 3,651 9,612 142 - 61 (1,794) 110,530
Prepayments and work in progress 491,388 - (15,375) (9,498) (7,187) (221) (8,464) 450,643
Capital grants (181,282) - 10,218 = ~ - = (171,064)
Net carrying amount of property, 5,238,215 317,709  (170,573) - (7,434) 4,807  (747,804) 4,634,920

plant, and equipment

(1) The “Effect of the First-time Application of IFRS 16" includes the effects of applying this standard at January 1, 2019, with impacts on the cost of fixed assets and

accumulated depreciation.

(2) The additions of fixed assets resulting from the application of IFRS 16 recognised in 2019 amounted to 34,432 thousands of euros. In addition, the depreciation

charge for the year includes an impact of 27,375 thousands of euros relating to the depreciation of assets arising from the application of this standard.

(3) “Changes in the consolidation scope” includes the effect of including the ownership interest in GNL Quintero using the equity method, amounting to 747,287
thousands of euros, as a result of the loss of controf over the company in February 2019.

(4) The impairment charge for Prepayments and work in progress relates mainly to the investment and materials relating to the STEP project, the likelihood of which is
no longer probable in view of the European regulatory framework and the uncertainty associated with the processing and viability of the project. For this reason,
the assets associated with their recoverable value were recognised, and an impairment loss of 40,433 thousands of euros was recognised.
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The increase in the year in “Plant and machinery” Is mainly due to
the project to adapt the facilities at the Lumbier compressor
station for environmental authorisation, amounting to 1,357
thousands of euros.

The increases in “Prepayments and work in progress” are mainly
due to: the project to reduce self-consumption at the Barcelona
plant to enable the plant to be operated and maintained below the
Technical Minimum and even without regasification (3,315
thousands of euros); the laying of the new twin tube and
64/288FO0 cabie in the BVV gas pipeline between Castelnou and
Zaragoza, with a total of 72 km (2,542 thousands of euros); the
mooring study at the Huelva Plant (2,070 thousands of euros); the
renewal of electrical equipment at substation no. 3 in Barcelona
(1,992 thousands of euros); switchboards and switches at
electrical substations 1, 2 and 3 in Huelva (1,796 thousands of
euros); and the adaptation and installation of a dock at the Huelva
Plant for Small Scale (1,189 thousands of euros).

There was a deregistration of 4,232 thousands of euros as a result
of the sale of electricity generators at the Huelva plant (they were
fully depreciated).

There are no mortgages or encumbrances of any type on assets
recorded as property, plant, and equipment.

The Group's policy Is to provide sufficient insurance coverage for
its assets so as to avoid any significant losses. In addition, the
Group has contracted the corresponding insurance policies to
cover third party civil liabilities.

Fully amortised PP&E assets recognised by the Enagés Group and
still in use at 2020 and 2019 year-end are broken down as follows:

48,647 2enlNe

® Technical
facilities and
machinery

u Other facilities,
tools, and
fumiture

2020:
1,338,775

® Buildings

1,263,952

22,272

46,930

mTechnical
facilities and
machinery

= Other facifities,
tools, and
furniture

| Buildings

1,193,398

£°N
enagas

Grants

Accumulated capital grants received at year-end which correspond
to investments in gas infrastructure are broken down as follows:

Grants Released to | Balance at

received income year-end
Regasification plants 83,610 (79,217) 4,393
il el 500,215  (343,836) 156,379
infrastructure
Unq-erground storage 17,508 (17,508) 0
facilities
Other items o.f property, 934 0 934
plant and equipment
2020 602,267 {440,561) 161,706
Regasification plants 79,843 (75,252) 4,591
Gas transmission -

719 337,24 166,473
infrastructure 503,71 (337,246 !
Unggrground storage 17,508 (17,508) R
facilities
2019 601,070 (430,006) 171,064

The breakdown at year-end of said capital grants by public body
which grants them is as follows:

Grants Released to Balance at
received income year-end

Structural funds of the

) 436,514 (304,211) 132,303
European Union
Official bodies of th o
cla’ bocles of the 51,905 (34,225) 17,680
Spanish Autonomous
Spanish Government 113,848 (102,125) 11,723
2020 602,267 (440,561) 161,706
Stpgre’ ues ot the 435,317 (295,698) 139,619
European Union B
Official bodies of the )
2. 18,781
Spanish Autonomous 51,905 (33.124)
Spanish Government 113,848 (101,184) 12,664
2019 601,070 (430,006) 171,064

The breakdown by timing criteria of the balance pending
application at December 31, 2020 is as follows:

Government grants 940 3,720 7,063
Autonomous Regions grants 1,095 4,163 12,422
FEDER grants 8,309 28,067 95,927

Total grants 10,344 35,950 115,412
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b) Supplementary information on IFRS 16
The activity during the 2020 financial year in rights of use by category
included under “Property, plant and equipment” was as follows:

Opening

&0\
enaqgas

Closing

balance at Additions Disposals Amortisation Write-offs balance at

i 12.31.2019 1 12.31.2020

Land and natural assets 155,783 2,218 (1) (7,406) 1 150,595
B_uildings . N 19,605 0 = (3,604) B _0 o 16,001
Technical facilities 133,758 949 - (14,915) 0 119,7:
Machinery 162 N 317 (18_8)_ (204) . _188 : 275
Furniture R 124 0 (TZ) o (_64) 22 60
Tansport e;uipment o 15,335 - 9j636 N (1,731) (5,3:4) ) 1_,731 : _19,627
';ro;i-ll - 324,_767 N 13,120 . (_1,_942) (31,537) 1,942 30_;351;

Regasification plant - Port of El Musel (Gijon)

In relation to the situation of the regasification plant of the Port of
El Musel (Gijon), no significant changes occurred with respect to
what was described in the 2018 and 2019 annual accounts.

As previously reported, on March 1, 2016, Enagas Transporte
received notification of the ruling handed down by the Supreme
Court on February 29, 2016, dismissing the appeal filed by the
General State Administration and said company against the
sentence of July 31, 2013 passed by the Madrid High Court which
upheld the contentious-administrative appeal filed by the Green
Party of Asturias against the Directorate General of Energy Policy
and Mining resolution of December 29, 2008 granting Enagas the
prior administrative authorisation for construction of the
regasification plant for liquefied natural gas in El Musel (Gijén),
thereby nullifying said administrative authorisation.

The Company understands that the Supreme Court ruling does not
entail any changes to the technical or economic situation of the
facility, as (i) the location and technical characteristics of the
facility are perfectly in line with prevailing legislation in light of the
replacement of the regulation relating to annoying, unhealthy,
harmful or hazardous activities with Law 34/2007, of November
15, on air quality and protection of the atmosphere and the
facility; and (ii) the facility has received the necessary
commissioning certification for the sole purposes indicated in the
Third Transitional Provision of Royal Decree-Law 13/2012, and
thus the remuneration recognised and received by the Company is
justified on the basis of said Royal Decree-Law and not the
nullified administrative authorisation.

The Ministry for Energy, Tourism, and Digital Agenda ruled along
the same lines when it informed the High Court of Madrid in
connection with the execution of the sentence requested by the
Green Party of Asturias that “[...] it considers, at any rate, that the
sentence has already been executed as the nullification does not
involve or require the dismantling of the facility or the suspension
of remuneration currently being received”. This request for the
enforcement of a judgement, as well as that requested by the
Llanes Neighbours and Friends Association, the Vega Collective
Association for the Defence of the Rural Environment and the
Association Group for the Recovery and Study of Natural Spaces,

has already been resolved in a final manner by the High Court of
Justice of Madrid through two Orders, of October 16, 2017 and
April 11, 2018, which have considered the judgement of the court
already executed in its entirety following the declaration of
invalidity of the authorisation of the regasification plant and its
hibernation, without the need for any further action on it.

On the ather hand, Royal Decree 335/2018, of May 25, has been
published and has come into force, restoring the processing of the
facilities affected by section 2 of the third transitory provision of
Royal Decree-Law 13/2012, of March 30. This includes the El
Musel regasification plant, determining the procedure and
conditions thereof, with Enagés Transporte having requested, on
August 6, 2018, in accordance with the provisions of the
aforementioned regulation and the LSH, a new administrative
authorisation, approval of the implementation project and
environmental impact statement of the LNG regasification plant
project. Enagas Transporte also requested a favourable resolution
of the technical and economic conditions for the provision of
capacity services and for the commissioning of the facilities.

To date, these requests are in the process of environmental
evaluation to obtain the Environmental Impact Statement (*EIS”).

At December 31, 2020 and 2019 the carrying amount of said
investment totalled 378,887 thousands of euros.
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Likewise, in accordance with Royal Decree-Law 13/2012, said
regasification plant received both financial remuneration as well as
remuneration for operating and maintenance costs in connection
with the actions carried out by the Company to maintain the plant
ready for service. Both remunerations have been recognised
annually by successive Ministerial Orders on remuneration and
tolls and are also included in the Resolution of December 18,
2019, of the National Commission of Markets and Competition,
which establishes the remuneration for 2020 for companies that
carry out the regulated activities of liquefied natural gas plants,
transmission and distribution. In addition, Article 19 of Circular
9/2019 of December 12 of the National Commission of Markets
and Competition, which establishes the methodology for
determining the remuneration of natural gas transmission facilities
and liquefied natural gas plants, continues to explicitly
contemplate the remuneration methodology applicable to the El
Musel plant for the 2021-2026 regulatory period.

Thus, the Directors of the Group, based on the legal opinions of
internal and external advisors, do not consider it necessary to
recognise any valuation adjustments.

Regasification plant - Granadilla (Tenerife)

In relation to the project for the construction of the regasification
plant in the port of Granadilla, the previously granted EIS expired
in 2020. Likewise, the project is still awaiting a decision on the
June 2015 request for a new administrative permit for the LNG
Regasification Plant project, having filed a contentious-
administrative appeal on October 20, 2020 against the rejection of
the aforementioned request due to lack of response.

The foregoing circumstances give rise to a delay in the project
which means that the goodwill associated with the project is not
fully recoverable, and therefore an impairment loss of 2,609
thousands of euros was recognised at December 31, 2020

e

Therefore, at December 31, 2020, the net carrying amount of the
fixed assets associated with this project amounted to 20,669
thousands of euros, due mainly to 14,980 thousands of euros of
fixed assets of work in progress associated with the project and
5,682 thousands of euros of goodwill.

The Directors of the Enagds Group, based on the legal opinions of
internal advisors, believe that it is not appropriate to record an
impairment in addition to that indicated above.
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2.5 Intangible assets

£\
enaqgas

Accounting policies

Goodwill and business combinations

e The acquisition of control of a subsidiary by the parent
constitutes a business combination, which is recognised using
the acquisition method.

e Goodwill or negative goodwill arising on the combination is
calculated as the difference between the fair value of the assets
acquired and liabilities assumed which meet the relevant
recognition criteria and the cost of the business combination, all
measured at the acquisition date.

+ Goodwill that arises upon acquisition of companies whose
functional currency is not the euro is recognised in the
functional currency of the acquired company, translating to

euros at the exchange rate prevailing at the balance sheet date.

« Goodwill is not amortised and is subsequently measured at cost
less any impairment losses. Goodwill impairment losses are not
reversed in subsequent periods.

Other intangible assets

e The cost model is applied, that is, the corresponding assets are
measured at acquisition or production cost less the
corresponding accumulated amortisation and any impairment
losses.

= Development costs are capitalised by amortising on a straight-
line basis over the corresponding useful life, provided they are
specifically itemised by project, their amounts can be clearly
established, and technical success and economic and
commercial feasibility of the project are reasonably assured.

The Group recognises all research expenses in the Consolidated
Income Statement, including those development costs for which
technical and commercial viability cannot be established. The
amount recoghised in the accompanying consolidated income
statement in connection with research expenses totals 648
thousands of euros for 2020 (484 thousands of euros in 2019).

Concessions can only be included under assets when acquired
for consideration separately by the Company and corresponding
to concessions that can be transferred, or in the amount of
expenses incurred to acquire them directly from the
corresponding State or Public Authority. Should circumstances
involving non-compliance with stipulated conditions arise which
lead to the loss of rights related to a concession, the
corresponding carrying amount for the concession will be
written down in order to cancel the net carrying amount. These
concessions are amortised on the basis of their useful lives.

Acquisition and development costs incurred with respect to basic
IT systems used for management are recognised with a charge
to “Intangible assets” in the Consolidated Balance Sheet.
Maintenance costs of IT systems are recognised in the
Consolidated Income Statement for the year in which they are
incurred. They are measured at the amount disbursed for
ownership or right-of-use of the IT programs, as well as their
production cost if they are developed by the Group.

Significant estimates and judgements

+  Amortisation of intangible assets is carried out on a straight-line basis in accordance with the following useful lives:

IT applications

Annual rate

Useful life (years)

Development costs

Port concessions

10%-25% 10-4
5%-50% 20-2
1.28%-7.6% 78 - 13
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Opening Additions or d::::;ea:iis d‘::e d[::;:::fsei’r Balance at
balance allocations (2) tc'. tu.-a.néfers reductions year-end
Goodwill (1) 25,812 25,812
Other intangible assets -
Development 8,430 256 - - 8,686
Concessions 5,871 - - . - 5,871
IT applications 236,679 17,401 418  (136) 254,362
Other intangible assets 12,145 2,329 (418) (6) 14,050
Total cost 288,937 19,986 - (142) 308,781
Other intangible assets -
Development (4,935) (780) - - (5,715)
Concessions (4,062) (49) - - (4,111)
IT applications ) (198,448) (11,941) D - (210,389)
Other intangible assets (7,821) (15) - - (7,836)
Total amortisation B (215,266) (12,785) - - (228,051)
Goodwill - (2,609) (2,609)
' Other intangible assets T - (3,591) 61 (3,530)
Total impairment - (6,200) 61 (6,139)
Total Goodwili 25,812 (2,609) - = 23,203
Total Other intangible fixed assets T T T T 47,859 3,610 - ) (81) 51,388
Net carrying amount of intangible assets 73,671 1,001 - (81) 74,591

(1) Includes the amounts relating to goodwill arising on the acquisition of ETN (17,521 thousands of euros). Also includes the goodwill arising on the acquisition of
control of Gascan, amounting to 8,291 thousands of euros, which was impaired in 2020 by 2,609 thousands of euros, leaving a net carrying amount of 5,682
thousands of euros at December 31, 2020.

(2) The most significant additions in the year were the IT applications related to the Gas 2020 Access Circular (3,533 thousands of euros), the Gas 2020 Balancing
Circular (1,180 thousands of euros), the implementation of RFP (1,708 thousands of euros) and improvements in the Metering Process Control (851 thousands of

euros).
I Additions or Increases or Decreases, > .
Opening . X Translation Perimeter Balance at
balance 2liccations i el mcl sposal=loy differences variations (3) year-end
(2) to transfers reductions
Goodwill (1) 188,445 - - - 946 (163,579) 25,812
Other intangible assets N o
~ Development o 8,101 329 - - - - 8,430
Concessions 773,561 - - - = 4,465 (772,155) 5,871
IT applications o 224,134 15,493 800 (26) 21 (3,743) 236,679
Other intangible assets 21,964 256 (800) - - 54 (9,329) 12,145
Total cost 1,216,205 16,078 - (26) 5,486 (948,806) 288,937
Other intangibie assets -
Development (4,125) (810) - E - - (4,935)
Concessions (68,108) (3,859) - = (365) 68,270 (4,062)
IT applications B C-T- 75 R € b 3 19 7 @9 3,336  (198,448)
Other intangible assets S (10,272) (77) - 11 (14) 2,531 (7,821)
Total amortisation (271,546) (17,489) - 30 (398) 74,137 (215,266)
Total Goodwilll 188,445 - - - 946 (163,579) 25,812
Total Other intangible fixed assets 756,214 (1,411) - 4 4,142 (711,090) 47,859
:::ect:"y'"g amount of intangible 944,659 (1,411) “ a 5,088 (874,669) 73,671

(1) Includes the amounts relating to goodwill arising on the acquisition of ETN (17,521 thousands of euros) and that arising on the acquisition of control of Gascan
(8,291 thousands of euros).

(2) The main additions in the year included IT applications for the implementation of Gas Access and Balance Circulars, as well as software related to the optimisation
of the measurement process.

(3) "Changes in the consolidation scope” includes the effect of including the ownership interest in GNL Quintero using the equity method, amounting to 874,433
thousands of euros, as a result of the loss of control over the company on February 15, 2019.

Fully amortised intangible assets recognised by the Enagds Group

and still in use at 2020 and 2019 year-end are broken down as Fully amortised elements
follows: 200,000 183837 ..177.452
150,000
100,000
50,000
o0 1,434 1,130 9,995 9,882
= ! : L
Research and IT applications Other intangible
development assets

2020 %2019
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2.6 Impairment of non-financial assets

%
g

Accounting policies

¢ With respect to goodwill, at the closing of each year, or more
frequently if certain circumstances or changes arise which
indicate that the net carrying amount of said goodwill may not
be entirely recoverable, and when there are indications of
impairment losses on the remaining non-current assets, the
Company analyses the corresponding recoverable amounts to
determine the possibility of impairment.

e The potential impairment loss is determined by assessing the
recoverable amount of the cash-generating unit (or group of
cash-generating units) to which the goodwill relates at the time
it arises.

The period used by the Enagés Group to determine the projected
cash flows of the cash-generating units corresponds to the period in
which the asset accrues revenue associated with the investment
(Appendix I1I). At the closing of this period, the Enagas Group
considers residual values based on the cash flows of the last period
with a growth rate equal to zero.

Significant estimates and judgements

Determination of impairment losses on non-current assets other
than financial assets is based on fulfilment of a series of
hypotheses which are described below in this note and are
revised annually. The Group identifies its operating segments
based on internal reports relating to the companies comprising
the Group which are regularly reviewed, discussed, and evaluated
in the decision-making process, as indicated in Note 4.7,

To the extent that assets grouped within a segment are at the
lowest level at which independent cash flows can be identified,
the segment is identified as a cash generating unit (CGU).

The CGUs identified by the Enagas Group in 2020 are shown
below:

Infrastructure activity in Spain (includes transmission,
regasification, and storage).

Technical Management of the System.

To estimate value in use, the Enagas Group prepares forecasts
regarding future cash flows after taxes based on the most recent
budget approved by the Directors. The best estimates available
for income, costs, investment and dividends (in the case of
investments accounted for using the equity method) relating to
CGUs are used for said forecasts, making use of past experience,
sector forecasts, and future expectations, in accordance with the
prevailing regulatory framework and corresponding contracts.

The last period considered for projections is the one
corresponding to the year in which the regulatory useful life ends,
based on the age of the facilities at the time.

.

With respect to infrastructure activity, once the regulatory useful
life of the facilities has elapsed, and in those cases in which the
asset remains operational, the operating and maintenance costs
and remuneration for the extension of useful life, (REVU) are
established as fixed remuneration, calculated on the basis of the
fixed operation and maintenance costs increased by a coefficient,
which takes an initial value of 0.3 for transmission and
regasification facilities and 0.15 for underground storage facilities,
which is subsequently increased based on the number of years by
which the facility exceeds the regulatory useful life, not accruing
any amounts as investment remuneration, amortisation, or
financial remuneration. In addition to said fixed remuneration, the
Remuneration for Supply Continuity (RSC) will be maintained as it
is independent of the regulatory useful life of the asset in question.

Thus, when determining residual value, the following is taken into
consideration:

The projection for the last estimated cash flow corresponding to
Remuneration for Supply Continuity (“"RSC"), calculated in
accordance with the regulatory parameters established and
described in Appendix IIL.

The projected remuneration for operating and maintenance costs
for the last financial year and for the projected extension of
useful life (REVU), applying the regulatory framework and the
coefficients for fully amortised elements described in Appendix
III.

Financial remuneration or remuneration related to amortisation
was not taken into account as said remuneration will end when
the regulatory useful life of the facilities elapses.
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Significant estimates and judgements

With respect to the activities corresponding to Technical
Management of the System, residual values were calculated
based on the cash flows of the last financial year, using a zero
growth rate and no normalisation adjustments. This is due to the
fact that, as indicated in Appendix III, revenue corresponding
to this activity is meant to settie the obligations of Enagds GTS,
S.A.U. as Technical Manager of the System, which is the same as
that calculated annually based on the accredited costs for each
year. For the last period, the same criteria were applied as those
used for infrastructure activity, under the understanding that
while the gas infrastructure is operational and there is demand
for gas, technical management of the gas system will continue.

As mentioned in Note 2.1 and developed in Appendix III,
without affecting the 2020 financial year, on November 20 and on
December 23, 2019, CNMC Circulars 2/2019 and 9/2019 and
8/2019 were published, establishing the new regulatory and
remuneration framework for financial years from January 1,
2021.

The modifications in the remuneration model incorporated in
these have been taken into account in the calculation of the
projected flows from January 1, 2021,

The Directors consider that their projections are reliable and that
past experience, taken together with the nature of the business,
make it possible to predict cash flows for the periods under
consideration.

The most representative hypotheses used in the projections,
based on business forecasts and past experience, are the
following:

Regulated remuneration: this has been estimated in accordance
with the remuneration approved by CNMC Circulars and RD
1184/2020 for the years in which it is available, while for
subsequent years the same updating mechanisms established by
law have been used and a better estimate has been made for the
costs paid based on audited costs.

Investment: the best available information on investment plans
for assets and maintenance of infrastructures and systems has
been used, based on the one hand on the history of investment in
maintenance and systems and, on the other, in new projects that
are highly likely to be executed in accordance with the work in
progress being developed with the Ministry and the CNMC.

£ N
T

« Operating and maintenance costs were estimated considering the
prevailing maintenance contracts, as well as remaining estimated
costs based on sector knowledge and past experience. The
projections made were consistent with the growth expected as a
result of the investment plan.

Other revenue and costs were projected based on sector
knowledge, past experience, consistent with the growth expected
as a result of the investment plan.

Future dividends have been projected based on the company’s
knowledge, past experience and activity in free cash flows.

In order to calculate present value, projected future cash flows
are discounted at an after-tax rate which reflects the weighted
average cost of capital (WACC) corresponding to the business
and the geographical area in which the business is carried out.
For its calculation, the time value of money is taken into
consideration together with the risk-free rate and risk premiums
generally used by analysts of the business and geographic area in
question. The risk-free rate corresponds to the sovereign bonds
issued by each country in the corresponding market, with
sufficient depth and solvency. However, associated country risk is
also taken into consideration for each geographical area. The risk
premium of the asset corresponds to the risks specific to the
asset, calculated taking into consideration the estimated betas in
accordance with the selection of comparable businesses
dedicating themselves to a similar main activity.

The after-tax discount rate for regulated activities in Spain is
between 2.87% and 4.85%, and the pre-tax rate is between
4.1% and 6% (in 2019 the after-tax rate was between 2.95%
and 3.95% and the pre-tax discount rate was between 4% and
6.3%).
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2.7 Other current and non-current liabilities

with IFRS 15, the breakdown and changes in which are shown
below:

"Other current liabilities” and "Other non-current liabilities” include
mainly liabilities under contracts with customers, in accordance

Royalties Royalties
Other current liabilities and Other non-current liabilities Gasudiciolde ‘?as°"“°‘° L COm.1ections to Total
Extremadura, Andalus, S.A. basic network
S.A. (1) (1) _
Balance at December 31, 2018 11,272 17,647 39,583 745 69,247
Additions - - E 586 747 1,333
Recognised in profit and foss I (6,392) (10,330) 1,221) - (17,943)
Effect of financial restatement IFRS 15 1,443 2,873 T 314 - 4,630
Balance at December 31, 2019 o 6,323 10,190 39,262 1,492 57,267
Additions E - 806 79 1,602
Recognised in profit and loss B (6,323) (10,190) (1,249) (1,492) (19,253
Effect of financial restatement IFRS 15 - - 256 - 256
Balance at December 31, 2020 - - 39,075 796 39,871
Of which: Liabilities for short-term customer contracts
" Liabilities from long-term customer contracts - - E 39,075 - 39,075
- - 796

Other non-current liabilities =

796

(1) The balances relating to the royalties of Gasoducto de Extremadura, S.A. and Gasoducto Al-Andalus, S.A. that remained outstanding at 12/31/2019 were allocated
in full to profit and loss in 2020, coinciding with the expiry date of the “gas transmission right” contracts, and the associated liability in this connection was
therefore fully recognised at December 31, 2020. On expiry of these contracts, Enagas Transporte, S.A.U. regains title to the gas transmission right in both

pipelines.

have an associated significant financing component, which the

At December 31, 2020, the heading “Customer contract liabilities”
includes performance obligations pending execution with an
estimated term of more than one year, amounting to 1,298
thousands of euros (2,609 thousands of euros at December 31,
2019).

Enagds Group recognised in the financial result of the consolidated
income statement for 2020 for the amount of 256 thousands of
euros (4,630 thousands of euros in 2019).

At December 31, 2020, the Enagas Group had no refund or

reimbursement rights associated with contracts with customers.

It was determined that the amounts received for the execution of
connections and those received for the gas transmission contract

2.8 Provisions and contingent liabilities

Significant estimates and judgements

» The Consolidated Annual Accounts include all significant provisions
when the Group considers that it will more likely than not have to
settle the related obligations. Contingent liabilities are not
recognised in the Consolidated Annual Accounts, but rather are
disclosed, unless the possibility of an outflow of resources
embodying economic benefits is considered remote.

Provisions, which are quantified taking into consideration the best
available evidence on implications of obligating events and that are
re-estimated at each balance sheet date, are used to cover the
specific obligations for which they were originally recognised and
are partially or fully reversed when said obligations decrease or
cease to exist.

The compensation to be received from a third party when an
obligation is settled is recognised as an asset, provided it is certain
that reimbursement will be received, unless there is a legal
relationship whereby a portion of risk has been externalised as a
result of which the Group is not liable, in which case,
reimbursement will be taken into consideration in estimating the
amount of any provision.

The policy followed with respect to the recognition of provisions for
risks and expenses is to recognise the estimated amount required
to settle probable or certain liabilities arising from litigation
underway, pending indemnities or liabilities, sureties and similar
guarantees. They are recognised upon emergence of the liability or
obligation determining the indemnity or payment.

At year-end 2020 and 2019, several legal proceedings were
underway against business groups in connection with matters
relating to the normal course of their activities. The Group's legal
advisors and Directors consider that the final outcome of these
proceedings and claims will not have a significant effect on its
future Consolidated Annual Accounts.

Decommissioning provisions are subject to periodic review, in
order to monitor possible changes in any of the assumptions used,
assuming in that case the corresponding change in book value,
applied prospectively.
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a) Provisions

The movements during the period under the heading “Non-current provisions” and “Current provisions” were as follows:

Balance at

Opening Additions and
balance provisions

Current and non-current provisions

Updates Amounts used
year-end

Personnel remuneration 2,583 2,634 (7) = 5,210
Other long-term provisions 1,158 168 (1) (536) 789
Dismantling 244,523 = 3,-369 = 247,892
Total non-current provisions 248,264 2,802 3,361 (536) 253,891
Other short-te?n provisions 1,968 -_ 264 - - 2,5.
Total current provisions 1,968 - _- 264 ~ 2,232
Total current a;n;n:urrent provisions == 250,232 _ 2,802 3,625 (536) 256,123

The dismantling provisions correspond to the underground storage
facilities of Gaviota, Yela, and Serrablo, as well as the
regasification plants of Barcelona, Cartagena, Huelva, and E! Musel
(Gijén) in accordance with the prevailing regulatory framework
(Note 2.4 and Appendix III).

Decommissioning provisions are subject to periodic review, in
order to monitor possible changes in any of the assumptions used,
assuming in that case the corresponding change in book value,
applied prospectively.

Additionally, this provision has been updated in the periods
following its incorporation, applying a discount rate before taxes
that reflects the current assessments that the market is making of
the temporal value of money, and those specific risks related to
the actual obligation subject provision. The discount rate used
ranges from 1.09% to 1.90% depending on the remaining time
period in which the dismantling work is expected to be carried out.

As a result of the effect of this restatement, at December 31, 2020
an increase of 3,369 thousands of euros was registered in the
dismantling provision.

Lastly, the Group has proceeded to perform the corresponding
sensitivity analyses, showlng that a change in the discount rate of
5 basis points and a variation in estimated dismantling provisions
of 2.5%, would result in a change in the amount recognised for
the provision of (3.40%)/-3.45%.

“Personnel remuneration” includes the cash portion of the Long-
Term Incentive Plan ("ILP") for the executive directors and senior
management (Note 4.4), as well as the bonus payable every
three years for contribution to results aimed at the remalning
personnel of the Group.

The Directors of the Company consider that the provisions
recognised in the accompanying Consolidated Balance Sheet for
litigation and arbitration risk as well as other risks described in this
note are adequate and, in this respect, they do not expect any
additional liabilities to arise other than those already recorded.
Given the nature of the risks covered by these provisions, it is not
possible to determine a reasonably reliable schedule of payment
dates, if any.

b) Contingent liabilities

At December 31, 2020, there were no events to be considered as
contingent liabilities by the Enagas Group other than those
indicated in Note 3.3 in relation to the GSP project in Peru.
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3. Capital structure, financing and financial resuit

Relevant aspects

Financial leverage

« Financial leverage at December 31, 2020 amounted to 57.3%
(54.2% in 2019) (Note 2.7).

e On February 9, 2021, the credit rating agency Standard & Poor's
maintained Enagas’ credit rating at BBB+, but it has placed it on
a negative outlook. On December 30, 2020, the credit rating
agency Fitch Ratings maintained Enagds’ credit rating at BBB+,
putting it on a negative outlook (Note 3.7).

Equity

e At December 31, 2020, equity has decreased by 5% compared to
the previous year-end, to a total of 3,007 million euros.

The share price of the parent company, Enagéds, S.A. recognised
at December 31, 2020 amounted to 17.965 euros.

No individual or legal entity can invest directly or indirectly in a
proportion in excess of 5% of the share capital of Enagas, S.A.,
nor exercise political rights in this company above 3% (1% for
those subjects who, directly or indirectly, perform activities in the
gas sector). These restrictions are not applicable to direct or
indirect holdings corresponding to the public business sector
(Note 3.1.a).

Net financial debt

Net financial debt is the main indicator used by Management to
measure the Group's debt level. At December 31, 2020 net
financial debt amounted to 4,288 million euros (3,755 million
euros in 2019)

The average annual interest rate during 2020 for the Group's
gross financial debt amounted to 1.9% (2.2% in 2019).

The percentage of fixed rate net financial debt at December 31,
2020 and December 31, 2019 amounted to more than 80%, with
the average maturity period of the debt at December 31, 2020
being 5 years (5.2 years at December 31, 2019)

* Dbl & sume
« Dot UST)

Available funds

e The Group has available funds in the amount of 2,473 million
euros at December 31, 2020 (2,717 million euros in 2019) (Note
3.8.b).

Financial result

¢ Financial expenses and similar decreased from 134 million euros
in 2019 to 108 million euros in 2020.

» Finance income and similar increased from 16 million euros in
2019 to 21 million euros in 2020.

Derivative financial instruments

At December 31, 2020, the net fair value of the Group’s
derivatives, including assets and liabilities derivatives, was 43
million euros of liabilities (85 million euros of liabilities at
December 31, 2019) (Note 3.6). During 2020, the Group has
arranged cash flow hedges and net investment hedges.

Gasoducto Sur Peruano, S.A. (“"GSP")

» In relation to the situation of the investment in GSP, as a result of
the termination of the concession contract on January 24, 2017,
the dispute between the Peruvian State and Enagas regarding the
application of the investment recovery mechanism established in
the GSP Concession contract continues. In this regard, an
international arbitration was initiated in 2018 under the Agreement
for the Promotion and Reciprocal Protection of Investments
(hereinafter, APPRI) Spain-Peru, as detailed in Note 3.3.a
submitted to the International Centre for Settlement of Investment
Disputes (hereinafter ICSID). On January 20, 2020, Enagas
presented its claim to the ICSID, while the Peruvian State
presented its response to the claim on July 19, 2020, after which a
phase of reply and rejoinder has begun according to the established
schedule.

At December 31, 2020, the total amount to be recovered by GSP
amounted to 392,417 thousands of euros (413,154 thousands of
euros at December 31, 2019) relating to both the recovery of the
financial investment in this company and the credit rights
associated with the recovery of the guarantees executed against
the Enagas Group as a result of the termination of the concession
contract in GSP
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3.1 Equity
a) Share capital

On December 19, 2019, a capital increase was carried out by
means of an accelerated private placement of shares excluding the
pre-emptive subscription rights of Enagas, S.A. shareholders. This
capital increase with a charge to monetary contributions was
carried out for a nominal amount of 34,883,721 euros by Issuing
and putting into circulation 23,255,814 ordinary shares of Enagas,
S.A., each with a nominal value of 1.50 euros of the same class
and series as the existing shares in circulation at that date.

As a result, at 2020 and 2019 year-end, the share capital of
Enagas S.A. amounted to 392,985 thousands of euros,
represented by 261,990,074 shares with a nominal value of 1.5
euros each, fully subscribed, and paid in.

All shares of the parent company Enagas, S.A. are listed on the
four official Spanish Stock Exchanges and are traded on the
continuous market. At the closing of December 31, 2020 the
quoted share price was 17.965 euros, having reached a maximum
of 26.26 euros per share on February 21, 2020.

It is worth noting that, subsequent to publication of Additional
Provision 31 of Hydrocarbon Sector Law 34/1998, in force since
enactment of Law 12/2011, of May 27,"no natural or legal person
can participate directly or indirectly in the shareholder structure of
Enagés, S.A. with a stake exceeding 5% of share capital, nor
exercise political rights in said parent company exceeding 3%.
These shares cannot be syndicated under any circumstances.”
Furthermore, “any party operating within the gas sector, including
natural persons or legal entities that directly or indirectly own
equity holdings in the former of more than 5%, may not exercise
voting rights over 1%. Said limitations shall not be applicable to
direct or indirect interest held by the public corporate sector.”

At December 31, 2020 and 2019 the most significant
shareholdings in the share capital of Enagds, S.A. were as follows
(from the information published by the National Securities Market
Commission (CNMV in Spanish) at December 31, 2020):

Sociedad Estatal de Participaciones

5.000 5.000
Industriales
Partler 2006 S.L. 5.000 5.000
Bank of America Corporation 3.614 3.614
BlackRock Inc. 3.383 3.383
State Street Corporation 3.008 3.008
Mubadala Investment Company PISC 3.103 .
Credit Agricole, S.A. 3.042

(1) The information obtained from the CNMV was based on the last
notification that each entity thus obliged must send to said body, in
connection with the stipulations of Royal Decree 1362/2007, of October
19 and Circular 2/2007, of December 19.

enagas

b) Share premium

The total amount of the capital increase for the financial year 2019
described above amounted to 500,000 thousands of euros,
comprising both the nominal value of the shares and a share
premium of 465,116 thousands of euros. At the end of the 2020
financial year, the share premium remained unchanged.

The Consolidated Text of the Corporate Enterprises Act expressly
permits the use of the share premium account balance to increase
capital and does not establish any specific restrictions as to its
use.

c) Treasury shares

No treasury shares were acquired or disposed of in 2020.

On June 26, 2019, Enagas, S.A. finalised the process for acquiring
treasury shares, which amounted to 501,946 shares, representing
0.19% of the total shares issued by Enagas, S.A. at December 31,
2020, for a total of 9,876 thousands of euros (including associated
expenses of 10 thousands of euros). This acquisition took place
within the framewark of the “Temporary Treasury Shares Buy-
Back Scheme”, whose exclusive aim was to meet the obligations of
delivering shares to the Executive Directors and members of the
Enagéds Group management team under the current remuneration
scheme according to the terms and conditions of the 2019-2021
Long-Term Incentive Plan (ILP) and Remuneration Policy approved
at the General Shareholders’ Meeting on March 29, 2019. The
shares were purchased in compliance with the conditions set out in
Article 5 of Regulation EC/2273/2003 and subject to the terms
authorised at the General Shareholders’ Meeting held on March 29,
2019. Management of the Temporary Treasury Share Buy-Back
Scheme was entrusted to Banco Bilbao Vizcaya Argentaria (BBVA),
which carried out the transaction on behalf of Enagas, S.A.
independently and without exercising influence on the process

No treasury shares were acquired or disposed of in 2020.
d) Reserves

The Corporate Enterprises Act stipulates that 10% of profit for the
year must be transferred to the legal reserve until it represents at
least 20% of share capital. At 2020 year-end this reserve was fully
funded, amounting to 78,597 thousands of euros (71,620
thousands of euros at 2019 year-end).

The legal reserve can be used to increase capital by the amount
exceeding 10% of the new capital after the increase. Except for
this purpose, until the legal reserve exceeds the limit of 20% of
capital, it can only be used to compensate losses provided there
are no other reserves available.

In addition, in 2019, expenses arising from the capital increase
carried out by the Parent Company in the amount of 1,331
thousands of euros were recognised as a reduction in reserves.

In 2020 no effects were recognised in reserves as a result of the
initial application of new accounting standards

(negative reserve of 30,621 thousands of euros at December 31,
2019 explained by the initial application of IFRS 16 in 2019).
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e) Income and expenses recognised directly in equity

Recognised Changes in

::T:r::: Ch::liee - in profit and | consolidation Bya;::t;en:t
loss scope

2020

Cash flow hedges 1,398 (31,762) 13,181 - (17,183)
Tax recognised in equity o (240) 7,§88 (3,445) - 4,303
Translation differences (115,506) 67,292 -— - (48,214)
Fully consolidated companies (114,348) 43,518 9,736 -— (61,094)
Cash flow hedges (14,671) (27,016) 3,060 - (38,627)
Tax recognised in equity 2,360 5,436 (943) —_ 6,853
Translation differences 109,482 (219,334) — - (109,852)
Companies accounted for using the equity method 97,171 (240,914) 2,117 - (141,626)
Total (17,177) (197,396) 11,853 - (202,720)
Total attributable to the parent (17,177) (197,396) 11,853 - (202,720)
Total attributable to minority interests - - - - -
2019

Cash flow hedges 23,491 (32,998) 10,905 - 1,398
Tax recognised in equity (5,920) 8,222 (2,542) -— (240)
Translation differences (128,553) (7,442) (597) 21,086 (115,506)
Fully consolidated companies (110,982) (32,218) 7,766 21,086 (114,348)
Cash flow hedges 5,287 (19,893) (65) - (14,671)
Tax recognised in equity (896) 3,247 9 - 2,360
Translation differences 89,225 20,257 - _ 109,482
Companies accounted for using the equity method 93,616 3,611 (56) - 97,171
Total (17,366) (28,607) 7,710 21,086 (17,177)
Total attributable to the parent 6,640 (31,527) 7,710 —_ (17,177)
Total attributable to minority interests (24,006) 2,920 - 21,086 -
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3.2 Result and variation in minority interests

Accounting policies

e Minority interests are those that can be attributed to = Changes in the percentage of ownership interest held by the
shareholders who have no control over the subsidiary. parent in the subsidiary which do not represent a loss of control

. ! N are recognised as equity transactions.
+ They are recognised under equity as a line item separate from

the equity attributable to the parent. ¢ The amount corresponding to minority interests is calculated
for the whole Enagéds Group based on the carrying amounts of

« In business combinations, minority Interests are measured at s
i ¥ the companies in which minority interests are held.

fair value or the proportional part of net assets acquired.

e The amount corresponding to minority interests relating to the
change in equity of the subsidiary is attributed based on the
percentage of interest held in the subsidiary.

Minority Changes in the [o],T-T4

(oS Opening consolidation [?ivifiends T_ranslation T e Distribution of Balance at
holding balance scope (2) distributed differences (1) results year-end
2020
ETN, S.L. 10.0% 15,482 =~ (835) = = 936 15,583
Remaining companies 402 231 (1,200) .3 1,960 17) 1,376
Total 2020 15,884 231 (2,035) - 1,960 919 16,959
2019
ETN, S.L. 10.0% 15,221 = (836) - - 1,097 15,482
GNL Quintero, S.A. 54.6‘;/0—6% 358,211 (365,477) - 2,920 n 4,346 =
Remaining companies 541 (6) - - - (133) 402
Total 2019 373,973 (365,483) (836) 2,920 & 5,310 15,884

(1) "Other Adjustments” mainly includes the amounts recorded in the Gas Infrastructure Reserves for dividends ieceived from Group companies and not distributed,
amounting to 1,950 thousands of euros.

(2) “Changes in the consolidation scope” for 2019 mainly inciudes the effect of the change in the consolidation method of GNL Quintero, which in February 2019 was
accounted for using the equity method and the profit was recorded up to that time

The summarised financial information of these affiliates is shown below. This information is based on the amounts recognised before
eliminations among Group companies:

Condensed income statement

ETN, S.L.
Ordinary revenue 26,218 28,703
Cost of sales (7,618) (7,615)
.Ad.mir;i.strative expenses B . (4,183) (4,216)
Financial expenses . . (2,587) - . (.2.,928)
Profit /(loss) before tax 11,830 13,944
Income tax expense (2,468) (2,975)
Profit /(loss) for the year from continuing operations 9,362 10,969
Total results 9,362 S 10,969
Attributable to minority interests 936 1,097
Dividends paid to minority interests 835 836
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Condensed balance sheet

12.31.2020

ETN, S.L.

Inventories, treasury, and current accounts (current) 12,871 19,048
PP&E and other assets (non-current) 236,471 242,502
Suppliers and payables (current) 9,770 13,074
Loans, credits, and deferred tax liabilities (non-.curr-e.:nt) 83,696 94,009
Total equity 155,877 154,867
Attributable to: FE :

Shareholders of the Parent 140,294 139,385
Minority interests 15,583 15,482

Casbh flow statement

Operating income 18,205 27,060
Investment - (1,453) (386)
Financing (18,345) (21,362)
Total net cash flows - (1,593) 5,312

3.3 Financial assets and liabilities

Accounting policies
Financial assets

e Financial assets are recognised in the Consolidated Balance
Sheet at the transaction date when the Group becomes party to
the contractual terms of the instrument.

» Financial assets are classified under “Financial assets measured
at amortised cost” except for the investments accounted for
using the equity method (Note 1.6) and derivative financial
instruments (Note 3.6).

Financial assets measured at amortised cost

» Items recognised under this heading are initially recognised at
fair value of the consideration paid, plus transaction costs
directly attributable to the acquisition. Subsequently, they are
measured at amortised cost.

« Receivables which do not bear explicit interest are recognised
at their face value whenever the effect of not discounting the
related cash flows is not significant. Subsequent measurement
in this instance is still carried out at face value.

Fair value measurement

« In accordance with IFRS 13, for purposes of financial disclosure,
the measurement of fair value is classified as Level 1, 2, or 3,
based on the degree that the inputs applied are observable and
their importance in measuring fair value in its totality, as
described below:

~ Level 1 - Inputs are based on quoted prices (unadjusted) for
instruments of an identical nature traded in active markets.

~ Level 2 - Inputs are based on valuation models for which all
significant inputs are observable in the market or can be
corroborated by observable market data.

N Level 3 - Inputs are not generally observable and generally
reflect estimates regarding market movements for determining
the price of the asset or liability.

Trade and other payables

« Trade and other payables that do not accrue explicit interest are
measured at their face value when the effect of financial
discounting is not significant.

Significant estimates and judgements

« In accordance with the requirements established under IFRS 9,
the Group regularly calculates the effect of the expected loss on
financial assets. This has had an effect on the Consolidated
Income Statement for the year of 111 thousands of euros (38
thousands of euros at

« December 31, 2019), with the cumulative effect on the
Consolidated Balance Sheet amounting to 549 thousands of
euros at December 31, 2020 (438 thousands of euros at
December 31, 2019).
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a) Financial assets

Amortised cost
Categories

Fair Value with changes
in the income statement

£\
enaqgas

Fair value through profit
/ loss

(*)

Equity instruments 7,431 - 7,431 -
Credits 33,205 36,191 = - - I 33,295 36,191
Trade and other receivables (Note 2.2) 146,347 148,022 —_ - — - 146,347 148,022
Derivatives (Note 3.6) - — 12,621 3,413 = - 12,621 3,413
Others 402,847 418,140 = = = = 402,847 418,140
Total non-current financial assets 582,489 602,353 12,621 3,413 7,431 = 602,541 605,766
Credits 2,441 11 - - - - 2441 1
Others 5,034 7,917 - = = - 5,034 7,917
Total current financial assets 7,475 7,928 - _— - - 7,475 7,928
589,964 610,281 12,621 3,413 7,431 - 610,016 613,694

Total financial assets

(*) In the specific case of those derivatives to which cash flow hedges or net investment are attributed, the accumulated amounts in equity are transferred to the
Consolidated Income Statement in the periods when the covered items affect the Consolidated Income Statement.

The Directors estimate that the fair value of the financial assets at December 31, 2020 does not differ significantly with respect to their book

value.
Equity instruments

This mainly includes the investment for 19% of the company
Depositi Italiani GNL. This company will develop small-scaie
liquefied natural gas (LNG) in the Mediterranean. This investment
is not consolidated because of the decision-making process (for
taking important decisions).

Credits

This mainly includes loans granted to group companies
consolidated using the equity method and therefore not eliminated
in the consolidation process.

The detail of current and non-current loans to Group companies is
detailed in Note 4.3,

Others

“Other non-current financial assets” include an amount of 3,090
thousands of euros (2,834 thousands of euros at December 31,
2019) corresponding to the investment made by the Group in
Economic Interest Groups (EIG) whose activity is the leasing of
assets managed by another entity unrelated to the Group and
which retains both the majority of profits as well as the risks
related to the activities, with the Group only availing itself of the
regulated tax incentives in Spanish legislation. The Group
attributes the carry-forward tax losses generated by these EIGs
against shares and taking into account the debt registered with
the Tax Authorities, recognising the corresponding financial
income.

This heading also includes the accounts receivable for both the
corporate guarantee granted in connection with GSP financial debt
as well as the guarantee for full compliance with respect to the
concession agreement, executed to the Enagas Group as a
consequence of the GSP concession agreement being terminated.

At December 31, 2020, the total amount to be recovered by GSP
amounted to 392,417 thousands of euros (413,154 thousands of
euros at December 31, 2019) relating to both the recovery of the
financial investment in this company and the credit rights
associated with the recovery of the guarantees executed against
the Enagds Group as a result of the termination of the concession
contract in GSP, both amounts being updated and expected to be
recovered by December 31, 2022.

Gasoducto Sur Peruano ("GSP”)

In relation to the investment in Gasoducto Sur Peruano, S.A.
(hereinafter “GSP”) on January 24, 2017, the Directorate General
of Hydrocarbons of the Peruvian Government’s Ministry of Energy
and Mines (hereinafter the “State of Peru”) sent an official letter to
GSP stating “the termination of the concession agreement owing
to causes attributable to the concession holder”, in accordance
with the terms of Clause 6.7 of the “Improvements to the Energy
Security of the Country and the Development of the Gasoducto
Sur Peruano” (hereinafter “the Project”) concession agreement,
because the financial close had not been evidenced within the
period established in the agreement (January 23, 2017), and
proceeded to the immediate enforcement of the totality of the
guarantee for full compliance given by GSP (262.5 million doilars),
to ensure fulfilment of the obligations relating to the concession,
which in the case of Enagas generated a payment of 65.6 million
dollars. Also in January 2017, they paid GSP bank financing
sureties to Enagas amounting to 162 million dollars, including both
principal and interest pending payment. In December 2017, the
process for delivering the Concession Assets held by GSP was
substantially completed with the Peruvian State assuming control
over them.

As a result of the termination of the concession contract, in
accordance with the opinion of external and internal legal advisors,
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the Peruvian State had the obligation to apply Clause 20 of the
Concession Contract, calculating the Net Carrying Amount
(hereinafter NCA) of the Concession Assets, calling up to a
maximum of three auctions to award the Concession, with the
auction result being to pay GSP the NCA. With the amount that
GSP would have received for the NCA of the Concession Assets, it
would have proceeded to settle its obligations to third parties and,
if appropriate, reimburse the capital contributions made by its
shareholders, as explained in the Consolidated Annual Accounts of
the Enagas Group since 2016.

As a result of inaction by the State of Peru in relation to the
aforementioned procedure, on December 19, 2017, Enagds
notified the Peruvian State about the existence of a dispute
relating to the investment in GSP with a view to reaching an
amicable agreement on the terms of Article 9.1 of the Agreement
for the Reciprocal Promotion and Protection of APPRI in Spanish
signed by the Repubilic of Peru and the Kingdom of Spain. This
notification represented the beginning of the six-month period for
direct contact prior to initiating international arbitration in which
the APPRI acts as the mechanism for recovering the investment in
GSP. Once the required six months of direct contact between
Enagds and the Peruvian State had elapsed without it being
possible to reach an amicable settlement of this dispute, on July 2,
2018, Enagas filed an application for the initiation of arbitration
against the Peruvian State regarding its investment in GSP with
the ICSID.

Through this arbitration procedure, it is expected that the Peruvian
State will reimburse Enagas for its investment in GSP, this being
the mechanism by which the financial assets recorded in the
balance sheet would be recovered. Thus, it is expected that the
Arbitration Court hearing the arbitration procedure in the ICSID
will uphold the arguments of Enagas, issuing an award recognising
that the Peruvian State has not protected Enagés’ investment
under the APPRI and, therefore, it must compensate it by paying it
the value of that investment.

With respect to this ICSID arbitration procedure, the Arbitration
Court was constituted on July 18, 2019, and Resolution No. 1 was
issued on September 24, 2019, establishing the procedural rules
that govern the arbitration procedure until the award is handed
down.

In accordance with this Resolution, Enagas filed its claim on
January 20, 2020, and the Peruvian State replied on July 17,
2020.

Subsequently, the documentary evidence phase took place in
which the parties requested each other to provide documents that
each party considers relevant. Enagas is currently preparing its
reply, which will be followed by the Peruvian State’s rejoinder, all
of which is expected to take place in 2021. Also with regard to the
ICSID, on January 21, 2020, Odebrecht filed a request to initiate
arbitration against the Republic of Peru to recover its investment
in GSP.

Regarding the Enagas’ statement of claim, the main argument
maintained by Enagas is that, if the Peruvian State had complied
with its obligation under the Concession Contract, it would have
calculated the NCA and organised the three auctions, which it was
obliged to do, to award the Concession, and the proceeds of the
auction would have been delivered to GSP, which would have
applied the amount delivered to pay its creditors and return the
capital to its shareholders. Enagas’ claim is based on the fact that
the Peruvian State must pay 100% of the NCA to GSP, since on

Ca

January 24, 2018, one year has passed since the end of the
concession contract and in that time there have been no calls for
auctions. The absence of an auction means that the legal advisors
of Enagas believe that it should be considered that GSP would
have received 100% of the NCA because it was deprived of the
possibility of receiving it when not even the first auction was
convened. Therefore, starting from the NCA considered, a certain
payments waterfall would have been applied.

Enagds considers that, taking into account the NCA of the
Concession Assets determined by an independent expert, and also
taking into account the payment waterfall as per the terms of the
insolvency legislation, as well as the contracts between Enagds
and the members and creditors of GSP relating to subordination
and credit agreements, if the State had satisfied its obligations,
and thus paid GSP the amount obtained in the auction, Enagas
would have recovered its investment.

There have been no changes in the amount of the NCA and the
valuation made at December 31, 2020 by a firm of independent
experts hired by Enagés has an updated NCA totalling 1,963
million dollars.

Taking into account this updated NCA, if the payment waterfall
were to be applied to it as per the terms of the insolvency laws,
the subordination and the assignment of credit agreements
entered into by Enagds and its partners in GSP, Enagas would
recover the total value of its investment claim with the ICSID in
the amount of 511 million dollars.

In relation to the aforementioned contracts of subordination of
rights and assignment of claims, their effectiveness and form of
application have been successively questioned by Enagas’ partners
in GSP through different arbitration proceedings. The arbitration
proceedings filed by Grafia y Montero questioning the legitimacy of
Enagés to claim its claims against GSP are still pending. In relation
to this arbitration procedure, the company’s Peruvian legal
advisors consider that the possibility that such arbitration
procedure will conclude with a negative result for Enagas is
remote, considering such agreements to be fully valid and
applicable. Likewise, the INDECOPI authority has recognised the
full effectiveness of the aforementioned agreements in GSP’s
bankruptcy process.

As regards the arbitration proceedings against the State of Peru,
based on the conclusions determined by Enagas’ external and
internal legal advisors, the recoverability of the totality of the
Enagds investment in GSP, consisting of receivables in relation to
the aforementioned enforced guarantees to the total of 226.8
million dollars, interests of 1.8 miflion dollars, various invoices for
professional services rendered to the amount of 7.6 million dollars
and the share capital contributed to GSP for the amount of 275.3
million dollars, is considered likely.

With regard to the recovery periods, assessing the time taken to
resolve a dispute of this complexity in an international arbitration
as well as the periods considered in the aforementioned ICSID
Resolution No. 1, December 31, 2022 is maintained as the
estimated date for obtaining an award favourable to Enagés’
interests.

Based on this, the amounts outlined in the preceding paragraph
are recorded at their updated value in the Consolidated Balance
Sheet dated December 31, 2020 for a total amount of 392,417
thousands of euros (413,154 thousands of euros at December 31,
2019).
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Other related matters

On March 12, 2018, Law No. 30737 was published “guaranteeing
immediate payment to the Peruvian State to repair civil damage
caused by corruption and related crimes”. On May 9, 2018,
Supreme Decree 096-2018-EF was published, enacting the
regulations of the aforementioned Law.

In accordance with Article 9 of Law No. 30737, legal persons and
legal entities in the form of partnerships, consortiums and joint
ventures who may have benefited from the awarding of contracts,
or subsequent to it, jointly with persons who have been convicted
or who may have acknowledged having committed crimes against
the public administration, asset laundering or related crimes, or
their equivalents against the State of Peru, in Peru or abroad are
classified as Category 2, and therefore fall within its scope of
application.

In June 2019, the Peruvian Judiciary approved the Effective
Partnership Agreement reached between the Odebrecht Group and
the Peruvian Public Prosecutor’s Office, and the GSP project was
not included as one of the projects affected by corruption-related
events. Subsequently, on October 15, 2019, Enagas Internacional
received notification from the Peruvian Public Prosecutor’s Office
informing it of the existence of an extension of this effective
partnership agreement with Odebrecht, in which it would be
acknowledging that it had made illegal payments - according to
the Public Prosecutor’s Office - with respect to the GSP project,
although there are still no facts known or consistent or proven
links between GSP and corruption in the awarding of the project.

In this sense, the Peruvian State’s response to the ICSID claim
also failed to provide new evidence that consistently links GSP
with corruption in a proven and irrefutable manner.

Notwithstanding the above comments on the extension of the
initial Effective Collaboration Agreement signed by Odebrecht and
the Public Prosecutor of Peru, regarding the actions of the Public
Prosecutor of Peru on the investigation of Odebrecht’s activities in
Peru and other investigations carried out by the Special Team of
the Peruvian Prosecutor’s Office for alleged crimes that could
somehow be related to the awarding of the project “Improvements
to the country’s energy security and development of the
Gasoducto Sur Peruano”, there have been no significant
developments. In this regard, two investigations are known to be
in progress:

e The first one signed with Folder 321-2014, related to
aggravated collusion between a former Odebrecht employee
and a public official, whose control and clean-up phase has
been resumed on June 28, 2019, after the Supreme Court
rejected the request of the Ad Hoc Attorney’s Office of Peru to
include one of Odebrecht’s subsidiaries as a civil third party. At
this stage It is expected that a decision on the opening of the
oral proceedings will be taken.

Based on the opinions of Enagas external legal advisors for the
Peruvian criminal code, the possibility of sentencing
Odebrecht’s former employee is considered to be remote. In
this same case, the preparatory investigative court has
declared the incorporation of GSP as a liable third party as
wrongful.

+« In relation to the second investigation opened, sealed with
Folder 12-2017, with an employee of Enagas and Enagas
Internacional, S.L.U. among those under investigation, on

uf/ ) “‘\
e

February 27, 2020, it was decided to move to the preliminary
investigation stage. Based on the opinicn of our external fegal
advisors in Peruvian criminal law, it is maintained that to date
there is no indication that the investigations could be
detrimental to Enagas.

In relation to this second folder, on December 30, 2020, the
Attorney’s Office of Peru requested the inclusion of Enagas
Internacional as a civilly liable third party, together with the
possible defendants, for compensation in the aforementioned
proceedings once a final judgement has been handed down. The
sum requested amounts to 1,107 million dollars. The inclusion of
Enagas Internacional as one of the civilly liable third parties, If
applicable, is therefore pending. The amount will be determined in
detail by the criminal judge in charge once the sentence has been
handed down. According to both external and internal lawyers, the
amount requested has not been duly supported nor does it comply
with the possible civil liability that could be claimed in the basis of
the offences referred to in the indictment. An objective reference
for the calculation is the one established by Law No. 30737, which
assures payment of civil compensation to the Peruvian State.

Considering the very preliminary stage of the process, taking into
account the elements of knowledge available to date and based on
the conclusions of the specialist local lawyers, it is considered that
the probability of the imposition of this compensation in any case
does not exceed 50% (possible), and therefore it is not
appropriate to register any provision, as it is considered a
contingent liability. Likewise, in the event that it could eventually
be declared well-founded, and the amount of the compensation
could not be reliably estimated, the reference amount to be
considered would be between 0 and 242 million dollars.

Moreover, with regard to civil compensation, even without
evidence of a criminal conviction or a confession of the
commission of crimes, as required under Article 9 of Law No.
30737, on June 28, 2018, the State of Peru classified Enagas
Internacional on the “List of Contracts and Subjects of Category 2
indicating the legal person or legal entity included under Section II
of Law No. 30737" in relation to the concession contract awarded
to GSP. The application of the mentioned standard involves
different measures to contribute to the payment of potential civil
compensation, such as setting up an escrow account, reporting
information, limiting transfers to other countries or preparing a
compliance programme.

The total amount of the escrow account that would correspond to
Enagds, estimated at 50% of the total average net equity,
corresponding to its stake in GSP, confirmed with the Ministry of
Justice, amounts to 65.5 million dollars. It is currently being
determined, if applicable, how this amount would be provided,
potentially through the granting of a bank bond letter.

In view of the above, it is still maintained that these regulations do
not have a negative effect on the recovery of accounts receivable
through the international arbitration process indicated above
recorded on the balance sheet at December 31, 2020.

The Peruvian State has also affirmed that the measure prohibiting
companies included in Category 2 from making transfers outside
of Peru, pursuant to Law No. 30737, is applicable. Based on the
conclusions of Enagas’ external and internal legal advisors, it is
maintained that this measure would be applicable to the
investment in GSP and should not restrict the dividends received
from TGP (amounting to 186 million dollars), also considering that
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this investment is protected by the Legal Stability Agreements in Impairment losses on assets
force in Peru, a regulation whose prevalence and application has

been formally requested. During financial year 2020, the group recorded, in accordance with

the provisions of IFRS 9, the impact resulting from analysis of the

Based on all of the above, the directors of Enagas, in line with the expected loss due to loans granted to group companies

opinion of their external and internal legal advisors, and of an consolidated using the equity method and that are not, therefore,
independent expert and independent expert accountant, consider eliminated in the consolidation process. At December 31, 2020 this
these facts to have no bearing on the estimation for recovery of accumulated amount was 298 thousands of euros (301 thousands
the investment in the stake in GSP and the previously mentioned of euros at December 31, 2019).

receivables to the amount of 392,417 thousands of euros

(413,154 thousands of euros at December 31, 2019). Furthermore, and except for the recording of the expected loss, as

per IFRS 9, during the twelve months of 2020, there were no
additional movements with respect to the provisions which cover
impairment losses of assets held by the Group.

b) Financial liabilities
Details of current and non-current “Financial Liabilities” of the Enagas Group at December 31, 2020 and December 31, 2019 are as follows:

Fair Value with

Derivatives designated

changes in Profit and Amortised cost % hedging Inatruments
Loss

Debts with credit institutions (Note 3.4) 1,171,382 1,407,698 1,171,382 1,407,698
Debt settlement costs and accrued interest payable - - (5,813) (6,745) = - (5,813) (6,745)
Deben.tl.Jres and other marketable securities (Note 2.4) - T = 3,500,000 3,?)10,000 - = 3,500,000 3,010,00_0
Debt settlement costs and accrued interest payable - = (67,741) (80,168) - - (67,741) (80,168)
Derivatives (Note 3.6) - - S - 44,054 74,449 44,054 74,449
Trade payables - - 322 322 - - 322 322
Other financial liabilities (Note 2.4) 15,600 15,6_00 _304,156 323,101 = - 319,756 338,701
Total non-current financial liabilities 15,600 15,600 4,902,306 4,654,208 44,054 74,449 4,961,960 4,744,257
Debts with credit institutions (Note 3.4) - - 170,842 124,433 = - 170,842 124,433
Debt settlement costs and accrued interest payable - - 1,835 8,714 - - 1,835 8,77
Debentures and other marketable securities (Note 3.4) - = 10,000 - - - 10,000 -
Debt settlement costs and accrued interest payable - - 31,672 31,294 - - 31,672 31,294
Derivatives (Note 3.6) = = = - 11,221 13,879 11,221 13,879

(*) (Note 2.3) - - 255,417 178,481 = = 255,417 178,481
Other financial liabilities (Note 3.4) - - 63,534 55,789 = E 63,534 55,789
Total current financial liabilities o L] 533,300 398,711 11,221 13,879 544,521 412,590
Total financial liabilities 15,600 15,600 5,435,606 5,052,919 55,275 88,328 5,506,481 5,156,847

*) The amount of "Trade payables” does not include the balance with the Public Administrations as it is not a financial liability.

The detail by maturity of non-current financial debt for 2020 and 2019 is as follows:

2025
years

Debentures and other marketable securities 750,000 400,000 = 2,350,000 3,500,000
Debts with credit institutions 111,742 76,742 654,332 328,566 1,171,382
Total 861,742 476,742 654,332 2,678,566 4,671,382
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pl d |
years

Debentures and other marketable securities 10,000 750,000 400,000 1,850,000 3,010,000
Debts with credit institutions 121,742 111,742 76,742 1,097,472 1,407,698
Total 131,742 861,742 476,742 2,947,472 4,417,698

The amounts and characteristics of the main instruments included under the headings “Debentures and other marketable securities” and “Debts
with credit institutions” at December 31, 2020 are detailed below:

Nominal outstandin
o cunency i (thous:nd: ik eurosg)

Loan EURIBOR + Margin EUR 2031 256,666
Loan Fixed rate EUR 2031 137,500
Institutional debt (EIB Loan EURIBOR + Margin EUR 2027 41,364
and ICO) Loan Fixed rate EUR 2030 100,000
Loan EURIBOR + Margin EUR 2022 30,000
Loan EURIBOR + Margin EUR 2023 125,000
Credit line LIBOR + Margin usD 2021 49,100
Loan LIBOR + Margin usD 2024 376,432
Banking debt -——e
Credit line LIBOR + Margin uUsD 2024 186,768
Credit line LIBOR + Margin usbD 2024 39,394
Nominal outstanding 1,342,224
Debt settlement expenses (5,813)
Accrued interest pending payment 1,835

Total financial debts with credit institutions 1,338,246

Nominal outstanding
(thousands of euros)

Instrument Coupon Currency of issue Maturity

EMTN bonus 4.23% EUR 2021 10,000
EMTN bonus 2.50% EUR 2022 750,000
EMTN bonus 1.25% EUR 2025 600,000
maiy ::Z‘;:;:::ivate EMTN bonus 1.00% EUR 2023 400,000
EMTN bonus 1.38% EUR 2028 750,000
EMTN bonus 0.75% EUR 2026 500,000
EMTN bonus 0.38% EUR 2032 500,000
Nominal outstanding 3,510,000

IFRS 9 and others (67,719)

Accrued interest pending payment 31,650

Total debentures and other mérketable securities 3,473,931
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The amounts and characteristics of the main instruments included under the headings “Debentures and other marketable securities” and " Debts
with credit institutions” at December 31, 2019 are detailed below:

Nominal Interest Currency of issue Maturit Nominal outstanding
u W (thousands of euros)
EUR

Loan EURIBCR + Margin 2031 280,000
Loan Fixed rate EUR 2031 150,000
Institutional debt (EIB Loan EURIBOR + Margin EUR 2027 47,273
and ICO) ' ~ Loan Fixed rate EUR 2030 110,000
Loan EURIBOR + Margin EUR 2022 50,000
Loan EURIBOR + Margin EUR 2023 175,000
Credit line LIBOR + Margin usb 2020 2,690
Loan LIBOR + Margin usp 2024 409,811
Banking debt
Credit line LIBOR + Margin usbD 2024 204,905
Credit line LIBOR + Margin usbD 2024 102,452
Nominal outstanding 1,532,131
Debt settlement expenses (6,850)
Accrued interest pending payment 8,819
Total financial debts with credit institutions 1,534,100

Instrument Currancy of lssue Nominal outstanding
EMTN bonus 4.23% EUR 2021 S 10,I000
EMTN bonus 2.50% EUR 2022 750,000
Bond issue and Private EMTN bonus 1.25% EUR 2025 600,000
Placements EMTN bonus 1.00% EUR 2023 400,000
EMTN bonus 1.38% EUR 2028 750,000
EMTN bonus 0.75% EUR 2026 500,000
Nominal outstanding 3,010,000
IFRS 9 valuation including settlement expenses (80,163)
Accrued interest pending payment 31,289
Total debentures and other marketable securities 2,961,126

3.4 Financial debts

Accounting policies

« Financial liabilities are initially measured at the fair value of the » Financial liabilities are derecognised when the related
consideration received less directly attributable transaction contractual obligations are cancelled or expired.
costs.
« Options on interest held by minority shareholders are
« Subsequently, financial liabilities are recognised at amortised accounted for by recognising the minority interests arising in a
cost, except for derivative financial instruments, which are business combination and recognising a financial liability
recognised at fair value. against equity. The changes in fair vatue of the financial liability

are accounted for in the Consolidated Income Statement.
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Debentures and other marketable securities 3,473,931 2,961,126
Debts with credit institutions 1,338,246 1,534,100
Other receivables 383,290 394,490

5,195,467 4,889,716

Total financial debts

Non-current financial debts (Note 3.3) 4,917,584 4,669,486

Current financial debts (Note 3.2) 277,883 220,230

The fair value of debts owed to credit entities as well as
debentures and other marketable securities at December 31, 2020
and 2019 is as follows:

Debts with credit institutions 1,358,665 1,550,985
Debentures and other marketable securities 3,725,050 3,161,936
Fair value total 5,083,715 4,712,921

Carrying amount total

a) Net financial debt

Net financial debt is the main indicator used by Management to
measure the Group's debt level. It is comprised of gross debt |ess
cash in hand:

Debts with credit institutions (Note 3.3) 1,338,246 1,534,100
D o

ebentures and other marketable securities 3,473,931 2,961,126
(Note 3.3)
Loans from the General Secretariat of Industry,
the General Secretariat of Energy, Oman Oil 2,859 3,379
and FRDF F4E _  _ - ’ =
Leases (IFRS 16) 336,442 355,349

Gross financial debt

Cash and other cash equivalents (Note 3.8) (863,655) (1,098,985)

Net financial debt

The gross financial cost during 2020 for the Group’s financial
debt amounted to 1.9%(2.2% in 2019). The percentage of net
financial debt at fixed interest rate at December 31, 2020
amounted to more than 80%, while the average maturity
period at that date amounted to 5 years (5.2 years at
December 31, 2019). The gross financial costs are determined
by dividing gross financial expenses by the average gross debt
multiplied by the number of effective days in the year (360
days) divided by the natural days of the period (365 days),
where gross financial expenses correspond to interest on
financial debt and hedges. Further, average gross debt is
calculated as the daily average of nominal amounts of financial
debt.

4,812,177 4,495,226

5,151,478 4,853,954

4,287,823 3,754,969

s
enagas

b) Debentures and other marketable

securities
4,089,530
3,473,931
2,500,000
% 951'”62.596.050
1155
= (7.708) -
(973_wz
— (2,200,000)
(2,647,514)
'-F\h & i A R ,5'9‘ & 'y o F
- W # p! ‘J_.f 2 G F. v P
> & s L & &
F g F.
E{( “,. y ‘\.‘ J o
& o ' &
¥ o~ o -
._+".
(*) Includes interest paid, accrued interest, valuations, and other.

The most significant events of the 2020 financial year include:

. On October 27, 2020, Enagds Financiaciones S.A.U. issued a
bond for the amount of 500 million euros. The inflow of funds
was dated November 5, 2020, the coupon was 0.375% and
its maturity will be November 5, 2032.

. On May 11, 2020, Enagéas Financiaciones, S.A.U. renewed the
Euro Medium Term Note (EMTN) programme for a maximum
amount of 4,000 million euros, registered in the Luxembourg
Stock Exchange in 2012, with Enagas, S.A. as guarantor.

® On May 13, 2020, Enagas Financiaciones, S.A.U. renewed the
Euro Commercial Paper (ECP) programme for a maximum
amount of 1,000 million euros, registered in the Irish Stock
Exchange on May 4, 2017, with Enagas, S.A. as guarantor.

c) Debts with credit institutions

3,874,557
3,207,128

1,363,035 1,534,100 1,338,246

. 17,707 .

-62,790

(3,143,770}

-4,007,621

() Includes interest paid, accrued interest, valuations, and other.
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The most significant events of the 2020 financial year include:

s Onluly 21, 2020, Enagas Internacional S.L.U. took out a 60
million dollar policy, maturing on July 31, 2021. At December
31, 2020, this policy is in full force and effect.

« On November 3, 2020, Enagas S.A. signed the extension of
the Club Deal multi-currency credit policy for an amount of
1,500 million euros, with the new maturity date being
December 17, 2025. As of December 31, 2020, this policy is
not drawn down.

s« On March 31, 2020, Enagas Financiaciones, S.A.U. arranged a
loan of 200 million euros. This loan was then cancelled on
November 6, 2020.

At December 31, 2020, the Group had access to credit lines in the
amount of 1,884,615 thousands of euros (1,927,628 thousands of
euros in 2019), of which 1,609,354 thousands of euros had not
been drawn down (1,617,580 thousands of euros in 2019) (Note
3.8).

3.5 Net financial gain /(loss)

£
enagas

In the opinion of the Directors of the Company, this situation
allows for sufficient funding to meet possible liquidity requirements
in the short-term considering its current obligations.

d) Other financial debts

Loans from the General Secretariat of
Industry, the General Secretariat of 2,859 3,379
Energy, Oman Oil and ERDF E4E

Fair value of sales option on interest held by

EVE 15,600 15,600
Leases (IFRS 16) 336,442 355,349
Others 28,389 20,162
Total other financial debts 383,290 394,490

At December 31, 2020 and December 31, 2019, “Other debts”
mainly includes the financial liability associated with IFRS 16 on
leases. Payments for this item amounted to 37,770 thousands of
euros in 2020 (33,518 thousands of euros in 2019).

Income from associates 1,173 4,242
Finance revenue from third parties 19,236 10,076
Income in cash and other casT'\ equivalents - 155 1,881
Others R - - 119
.;;nancial income 20,564 16,318
Financial expenses and similar (3,434) (6,147)
Loan interest (100,274) (122,377)
Capitalised interest (18) (19)
Others (3,795) (5,237) -
Financial expenses - (107,521;_ — {133,780)
.Gains (losses) on hedging instruments o 1,144 1,114
Exchange differences B 18,134 (1,021)
Net financial gain (loss) (67,679) (117,369)
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3.6 Derivative financial instruments

"
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Accounting policies

The Enagas Group contracts derivative financial instruments to
cover its exposure to financial risk arising from fluctuations of
interest rates and/or exchange rates, and does not use derivative
financial instruments for speculative purposes. All derivative
financial instruments are measured, both initially and subsequently,
at fair vatue. The differences in fair value are recognised in the
Consolidated Income Statement except in the case of specific
treatment under hedge accounting.

The measurement and recognition criteria for derivative financial
instruments in keeping with the different types of hedge accounting
are as follows:

a) Cash flow hedges

Hedges for exposure to changes in cash flows that: (i) are
attributed to a specific risk associated with an asset or liability
recognised for accounting purposes, with a highly likely expected
transaction or with a firm commitment if the hedged risk is an
exchange rate and (i) may affect profit for the period. The effective
portion of the changes in fair value of the hedging instrument are
recognised under Equity, and the gains and losses relating to the
ineffective portion are recognised in the Consolidated Income
Statement. The accumulated amounts under Equity are transferred
to the Consolidated Income Statement in the periods in which the
hedged items affect the Consolidated Income Statement.

b) Net investment coverage in a foreign operation

These instruments hedge the foreign currency risk arising from
net investments in foreign operations.

The hedges for net investments in transactions carried out abroad
are accounted for in a similar manner to cash flow hedges,
though the valuation changes in these transactions are accounted
for as translation differences under “Adjustments for changes in
value” in the accompanying Consolidated Balance Sheet,

These translation differences are taken to the Consolidated
Income Statement when the gain or loss on disposal of the
hedged item occurs.

In order for these derivative financial instruments to be classified
as hedges they are initially designated as such, and the
relationship between the hedging instrument and the hedged
items is documented, together with the risk management
objective and the hedge strategy for the various hedged
transactions. In addition, the Group verifies initially and then
periodically throughout the life of the hedge (and at least at the
end of each reporting period) that the hedging relationship is
effective, i.e., that it is prospectively foreseeable that the
changes in fair value or in the cash flows from the hedged item
(attributable to hedged risk) are almost entirely offset by those of
hedging instrument.

Any remaining loss or gain from the hedging instrument will
represent an ineffectiveness of the hedge to be recognised in
income of the period.

Hedge accounting is discontinued when the hedging instrument
expires, or when it is sold, or exercised, or when it no longer
qualifies for hedge accounting (after taking into account any
rebalancing of the hedging relationship, if applicable). At that
time, any accumulated gain or loss on the hedging instrument
recognised in equity is retained in equity until the hedged
transaction occurs.

In accordance with IFRS 13, for purposes of presenting financial
information, the measurements of fair value are classified as
Level 1, 2, or 3, as indicated in

The Group has determined that most of the inputs employed to
determine the fair value of the derivative financial instruments
are in Level 2 of the hierarchy, but that the adjustments for
credit risk use Level 3 inputs such as credit estimates based on a
credit rating or comparable companies to evaluate the likellhood
of the bankruptcy of the company or of the company’s
counterparties.

The Group evaluated the relevancy of the inputs and recognised
the corresponding adjustments to credit risk in the total valuation
of derivative financial instruments, which were not significant.

Thus, the entire portfolio of derivative financial instruments is |
classified under Level 2 of the hierarchy.
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Income and expenses
recognised directly in
equity

Amounts transferred to
the income statement

Counterparty Other
risks and changes
other (*)

Fair value
12.31.2020

Notional Fair value Hedging Transiation | Changes
contracted | 12.31.2019 | transactions | differences | in results

Category Maturity

Cash flow hedges

Interest rat Floating t
plaes oatingto . 50 150,000 (82) 8 - - . 74 .
swap fixed
Interest rat Floating to
B bl Mar-20 65,000 (186) 87 = - s 99 -
swap fixed
Net investment coverage
Fixed to
Cross Currency Swap fixed Apr-22 400,291 (83,950) (17,196) 40,910 8,915 (177) - (51,498)
Fixed to ' X o o ' -
Cross Currency Swap fixed May-28 237,499 (697) (14,661) 19,937 4,266 - - 8,845
Total 852,790 (84,915) (31,762) 60,847 13,181 (177) 173 (42,653)
(*) Includes interest accrued and not paid, other commissions relating to derivative financial instruments, as well as changes in the fair value of the hedging

derivative.
(**) See Note 3.6 b)

The breakdown by maturity is as follows:

Eal s

Derivatives (11,221) (47,784) (3,691) (3,642) 23,685 (42,653)

T R N N (I i
i

Derivatives (13,879) (12,500) (70,227) (3,937) 15,628 (84,915)

a) Cash flow hedges As explained in Note 3.7 below, the Enagas Group directly

finances part of the foreign investments with foreign currency,

The Enagas Group’s cash flow hedges expired in 2020.
which is then designated as a net foreign investment.

By this means, the Enagds Group tries to designate exchange rate

b) Net investment coverage in foreign hedges to cover fluctuations in the exchange rates of its

operations investments in foreign currency. As required by IFRS 9, an eligible
hedged item and hedging instrument have to be designated. By
this means, the exchange fluctuations of the investment in foreign
currency are associated with the fluctuations due to the debt
obtained to finance the acquisition, which is also in that currency
(Note 3.7), in such a way that there is no impact on the income

The main characteristics of the two derivative financial instruments
contracted as net investments hedges are the following:

Contracted | Contracted

Cate i i T Maturi
ategory amount in | amount in ype aturity statement.
Euros UsD
Fixed to
Cross Currency Swap 400,291 550,000 fixed April 2022
Fixed to
Cross Currency Swap 237,499 270,000 fixed May 2028
Total 637,790 820,000

The investments considered as hedged items in the
aforementioned hedging relationships are the following:

_ i

GNL Quintero, S.A. 179,989
Subgrupo Altamira LNG, C.V. o 52,423
TgP . . 58.7.,.5;88
Total 820,000
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3.7 Financial and capital risk management

The Enagés Group is exposed to certain risks which it manages
with a risk control and management model which is directed
towards guaranteeing achievement of the Company’s objectives in
a predictable manner with a medium-low risk profile. This model
allows to adapt to the complexity of the business activity in a
competitive environment globalised, in a complex economic
context, where the materialisation of risks is faster and with an
evident contagion effect.

The model is based on the following:

* The consideration of some standard types of risk to which the
Company is exposed.

* Separation and independence of risk control and management
functions articulated in three lines of “defence”.

* The existence of Governing Bodies responsible for matters
relating to risk exposure.

* Establishing a risk-prone framework which defines the risk
levels considered acceptable and that are in line with
established business objectives and the market environment in
which the Group carries out its activities.

e The transparency of information supplied to third parties, to
guarantee its reliability and accuracy.

The integral analysis of all risks allows the appropriate control and
management thereof, an understanding of the relationships
between them and facilitates their joint assessment. Enagas has
established a regulatory framework through its “Risk control and
management policy” and “General risk control and management
standard,” which define the basic principles governing the risk
function and identify the responsibilities of the company’s various
governing bodies.

The risk control and management function is articulated around
three lines of defence, each presenting different responsibilities:

e First line of defence: organisational units which assume risks
in the normal course of their activities. They are the owners of
the risks and are responsible for identifying and measuring
their respective risk exposure.

» Second line of defence: the Sustainability and Risk
Department, in charge mainly of ensuring that the risk control
and management system works correctly, defining the
regulatory framework and approach, and performing regular
monitoring and overall control of the company’s risks.

* Third line of defence: the Internal Audit Department,
responsible for supervising the efficiency of the established
risk controls.

The Governing Bodies responsible for risk control and
management are the following:

* The Board of Directors is responsible for approving the risk
control and management policy. Other responsibilities with
respect to risks are delegated in the Audit and Compliance
Committee.

« The main function of the Audit and Compliance Committee is
to supervise the efficacy of the risk control and management
systems as well as evaluating Group risk exposure
(identification, measurement, and establishment of
management measures).

¢ The main functions of the Risk Committee is the establishment
of global risk strategies, establishing the global risk limits for
the Group, reviewing the level of risk exposure, and acting to
correct any instances of non-compliance.

The main risks of a financial and tax nature to which the Group Is
exposed are as follows:

Credit risk

Credit risk relates to the possible losses arising from the non-
payment of monetary or quantifiable obligations of a counterparty
to which the Enagds Group has granted net credit which is pending
settlement or collection.

Credit risk in connection with trade receivables arising from its
commercial activity is historically very limited as the Group
operates in a regulated environment (Note 1.1). However,
regulations have been developed establishing standards for
managing guarantees in the Spanish gas system and which oblige
shippers to provide guarantees for: (i) contracting capacity in
infrastructure with regulated third-party access and international
connections, (ii) settlement of imbalances; and (iii) participation in
the organised gas market.

The Enagads Group is also exposed to the risk of its counterparties
not complying with obligations in connection with financial
derivatives and placement of surplus cash balances. In order to
mitigate this risk, these transactions are carried out in a
diversified manner with highly solvent entities.

Interest rate risk

Interest rate fluctuations affect the fair value of those assets and
liabilities that accrue interest at fixed rates, and the future cash
flows from assets and liabilities that accrue interest at floating
rates.

The objective of interest rate risk management is to create a
balanced debt structure that minimises financial costs over a
multi-year period while also reducing volatility in the Consolidated
Income Statement.

Based on the Enagds Group’s estimates and debt structure
targets, hedges are put in place using derivatives that reduce
these risks

Exchange rate risk

Exchange rate fluctuations may affect positions held with regard to
debt denominated in foreign currency, certain payments for
services and the purchase of capital goods in foreign currency,
income and expenses relating to companies whose functional
currency is not the euro and the effect of converting the financial
statements of those companies whose currency is not the euro
during the consolidation process. With a view to mitigating said
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risk, the Group can avail itself of financing obtained in US dollars,
as well as contracting derivative financial instruments which are
subsequently designated as hedging instruments (Note 3.6). In
addition, the Enagés Group tries to balance the cash flows of
assets and liabilities denominated in foreign currency in each of its
companies.

Liquidity risk

Liquidity risk arises as a consequence of differences in the
amounts or payment and collection dates relating to the different
assets and liabilities held by the Group.

The liquidity policy followed by the Enagéds Group is oriented
towards ensuring that all short-term payment commitments
acquired are fully met without having to secure funds under
burdensome terms. For this purpose, different management
measures are taken such as maintenance of credit facilities
ensuring flexibility, sufficient amounts and sufficient maturities,
diversified sourcing for financing needs via access to different
markets and geographical areas, as well as the diversification of
maturities in debt issued.

The financial debt of the Group at December 31, 2020 has an
average maturity of 5 years (5.2 years at December 31, 2019)
(Note 3.4).

Tax risk

The Enagéas Group is exposed to possible modifications in tax
regulatory frameworks and uncertainty relating to different
possible interpretations of prevailing tax legislation, potentially
leading to negative effects on results.

The Enagds Group has a Board-approved tax strategy, which
includes the policies governing compliance with its tax obligations,
attempting to avoid risks and tax inefficiencies

Other risks

Given the dynamic nature of the business and its risks, and
despite having a risk control and management system that
responds to the best international recommendations and practices,
it is not possible to guarantee that some risk may exist that is not
identified in the risk inventory of the Enagds Group.

In addition, the internationalisation process carried out by the
Enagas Group in recent years means that a part of its operations
are carried out by companies over which it does not exercise
control and which perform their activities within different
regulatory frameworks and with different business dynamics, so
that potential risks may arise relating to financial investment.

a) Quantitative information
Interest rate risk

The percentage of net debt at fixed interest rates at December 31,
2020 and December 31, 2019, amounted to more than 80%.
Taking into account these percentages of net financial debt at
fixed rates, and after performing a sensitivity analysis to changes
in market interest rates, the Group considers that, according to its
estimates, the impact on results of such variations on financial
costs relating to variable rate debt could be as follows:

Lo\
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Interest rate change

Change in financial costs 2,806 (1,123) 2,680 (1,072)

In addition, the aforementioned changes would not produce any
significant changes in the Company’s equity position in connection
with contracted derivatives.

Exchange rate risk

The Enagas Group obtains financing fundamentally in euros,
although it maintains certain financing in US dollars. The currency
that generates the greatest exposure to exchange rate changes is
the US dollar.

The exposure of the Group to changes in the US dollar/ euro
exchange rate is mainly determined by the effect of translating the
financial statements of the companies whose functional currency is
the US dollar. In addition, there are Group companies whose
functional currency is the Peruvian nuevo sol and pound sterling.

Further, the Group also holds loans denominated in US dollars
granted by Enagds Internacional, S.L.U. to companies in which it
does not control a majority stake.

The sensitivity of profit /(loss) for the year and equity to exchange
rate risk, via appreciation or depreciation of exchange rates and
based on the financial instruments held by the Group at December
31, 2020, is shown below:

i ;

Effect on net profit 3,330 (3,330) 2,644 (2,644)

Effect on equity 269 (269) 6,957 (6,957)

b) Capital management

The Company carries out capital management at corporate level
and its objectives are to ensure financial stability and obtain
sufficient financing for investments, optimising the cost of capital
in order to maximise the value created for the shareholder whiie
maintaining its commitment to solvency.

The Enagds Group uses its leverage ratio as an indicator for
monitoring Its financial situation and capital management. The
ratio is defined as the result of dividing consolidated net financial
debt by net consolidated assets (understood as the sum of net
financial debt and consolidated own funds).

The Group’s financial leverage, calculated as the ratio of net

financial debt and total financial debt plus own funds at December
31, 2020 and 2019, is as follows:
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Net financial debt (Note 3.4) 4,287,823 3,754,969
Shareholders’ equity 3,192,745 3,170,142
Financial leverage 57.3% 54.2%

On February 9, 2021, the credit rating agency Standard & Poor’s
maintained Enagds’ credit rating at BBB+, but it has placed it on a
negative outlook. Also, on December 30, 2020, the credit rating
agency Fitch Ratings maintained Enagds’ credit rating at BBB+,
putting it on a negative outlook.

3.8 Cash flows

Accounting policies

value,

* Under the Cash and other cash equivalents heading of the Consolidated Balance Sheet the Group recognises cash in hand, sight deposits,
and other highly liquid short-term investments that can be readily converted into cash and are not exposed to the risk of changes in

a) Cash and cash equivalents

Treasury 713,655 1,004,472
Other cash and cash equivalents 150,000 94,513
Total 863,655 1,098,985

“Other liquid assets” includes those deposits that have a maturity
of less than three months.

Generally, the banked cash accrues interest at rates similar to
daily market rates. The deposits maturing in the short-term are
easily convertible into cash, and accrue interest at the going
market rates. There are no significant restrictions on cash
drawdown other than those indicated in Note 3.3.a in relation to
GSP project in Peru.

b) Available funds

In order to guarantee liquidity, the Enagds Group has arranged
loans and credit lines which it has not drawn down. Thus, liquidity
available to the Enagas Group is broken down as follows:

Cash and cash equivalents 863,655 1,098,985
Other available funds (Note 3.4) 1,609,354 1,617,580
Total available funds 2,473,009 2,716,565

In the opinion of the Directors of the Company, this situation
allows for sufficient funding to meet possible liquidity requirements
in the short-term considering its current obligations.

¢) Reconciliation of movements in liabilities
arising from financing activities and cash

flows

Debts with Debentures
credit and Total
institutions marketable
12.31.2019 1,534,100 2,961,126 4,495,226
Issues 3,874,557 2,696,050 6,570,607
Repayment and
4 2,2 6,207,621
e i (4,007,621) (2,200,000) (6,207,621)
(25,078) (44,374) (69,452)
I t
pleres 16,780 62,192 78,972
expense
irhpact o_n' Changes due to
cash lows| axchange rates (54,492) (1,063) (55,555)
and other ;
12.31.2020 1,338,246 3,473,931 4,812,177
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The information for the 2019 financial year is detailed below:

Debts with Debentures
credit and Total
institutions  marketable

1,363,035 4,089,530 5,452,565

“ 3,297,128 2,500,000 5,797,128

Repayment
and (3,143,770)  (2,647,514) (5,791,284)
redemption

In:;r:st (21,055) (46,774) (67,829)

Perimeter
- (1,005,117) (1,005,117)
i Interest
\qhthout an AR 19,226 70,414 89,640
impact on expense

cash flows | Changes due

to exchange

19,536 587 20,123
rates and

1,534,100 2,961,126 4,495,226
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4. Other information

Relevant aspects
Remuneration for Board of Directors and
Senior Management

* Remuneration to the Board of Directors, without taking into
account the insurance premiums, amounted to 4,855 thousands
of euros (4,588 thousands of euros in 2019) (Note 4.4),

4.1 Investment properties

* Remuneration to the Senior Managers, without taking account of
pension plans and insurance premiums, amounted to 4,597
thousands of euros (4,267 thousands of euros in 2019) (Note
4.4).

Accounting policies

Investment properties

* The cost model is applied for measuring investment property,
that is, the corresponding assets are measured at acquisition cost
less the corresponding accumulated amortisation and any
impairment losses. However, as one plot of land is not currently
in use, it was measured at its recoverable amount, calculated as
the fair value less necessary costs for its sale.

* The market appraisal was performed by the independent expert
in accordance with the Governing Rules of the Royal Institution of
Chartered Surveyors (RICS), set out in the so-called *Red Book” -
RICS Valuation - Professional Standards, January 2014, Said
market valuations defined by RICS are internationally recognised
by advisors and accountants providing services for investors and
corporations that own investment properties, as well as by The
European Group of Valuers (TEGoVA) and The International
Valuation Standards Committee (IVSC).

Balance at December :;Impairment allowances | Balance at December |Impairment allowances' Balance at December
31, 2018 | 2019 31, 2019 I 2020 31, 2020

Cost (1) 47,211 47,211 47,211
Impairment (27,601) (27,601) (590) (28,191)
19,610 (590) 19,020

Carrying amount

19,610

(1) Corresponds entirely to a plot of land located at km 18 of the A-6 motorway in Las Rozas (Madrid). The independent company Jones Lang LaSalle Espana, S.A.
issued a valuation report dated December 31, 2020, which concluded that the recoverable amount of the plot at that date amounted to 19,020 thousands of euros
(19,610 thousands of euros at December 31, 2019). It is worth noting that the aforementioned independent expert’s report did not include any scope limitations
with respect to the conclusions reached. There are no mortgages or encumbrances of any type on said property. In addition, the Group has contracted the

corresponding insurance policies to cover third party civil liabilities.
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4.2 Tax situation
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Accounting policies

deferred tax assets and liabilities.

where the related profits or losses were recognised.

expected to be recovered or settled.

. Income tax expense for the year is calculated as the sum of current tax,
resulting from applying the corresponding tax rate to taxable income for
the year (after applying any possible deductions) and any changes in

«  Corporate income tax is recognised in the Consolidated Income Statement
or in equity accounts in the Consolidated Balance Sheet depending on

. Deferred tax expense or income relates to the recognition and
derecognition of deferred tax assets and liabilities. These include the
temporary differences, identified as those amounts expected to be
payable or recoverable, arising from the difference between the book
value of assets and liabilities and their tax bases, as well as any unused
tax credits. These amounts are measured by applying the tax rate to the
corresponding temporary differences or tax credits at which they are

Deferred tax assets are only recognised when the Group expects sufficient
future taxable profits to recover the deductible temporary differences.
Deferred tax liabilities are recognised for all taxable temporary differences
except for those arising from the initial recognition of goodwill.

Recognised deferred tax assets are reassessed at the end of each
reporting period and the appropriate adjustments are made when there
are doubts as to their future recoverability.

The Group offsets deferred tax assets and deferred tax liabilities
corresponding to one and the same tax authority, as established in IAS
12.74,

Significant estimates and judgements

that even in the event of

a) Balances with Tax Authorities

Debit balances

Déferred tax assets (Note 4.2.f) 85,912
Income tax and other taxes (1) 23,492
Value added tax 17,846

Total ' 41,338

.Credit balances o
Deferred tax liabilities 245,481
Inc-ome ta:( - 2,174
Value added tax 2,140
Tax Authorities creditor for withholdings and 34,215
other

“Total o 38,529

In accordance with prevailing legislation in Spain, tax returns cannot be
considered final until they have been inspected by the tax authorities or
until the four-year inspection period has elapsed. However, the four-year
period can vary in the case of Group companies subject to other fiscal
regulations. The Directors of the Company consider that all applicable
taxes open to inspection described in this note have been duly paid so

96,738
6,761
23,754
30,515

265,744
5,230
148

33,764

39,142

(1) Corresponds mainly to the Corporate Income Tax of the 2020 Tax Group,
amounting to 23,323 thousands of euros (6,761 thousands of euros at

December 31, 2019).

b) Tax returns

Enagas S.A. has been the parent company of the Tax

Consolidation Group 493/12 for Corporate Income tax from
January 1, 2013, comprised of the following subsidiaries at

December 31, 2020:

discrepancies in the interpretation of prevailing tax legislation with respect
to the tax treatment applied, the resulting potential tax liabilities, if any,
would not have a material impact on the accompanying Consolidated
Annual Accounts.

The deferred tax assets were recognised in the balance sheet as the
Directors believe, based on the best estimate of future profits and
reversals of deductible temporary differences that it is probable that these
assets will be recovered.

Enagas Transporte, S.A.U.
Enagas GTS, S.A.U.

Enagas Internacional, S.L.U.
Enagas Financiaciones, S.A.U.
Enagas Emprende S.L.U.
Infraestructuras del Gas, S.A.
Scale Gas Solutions, S.L.
Efficiency for LNG Applications, S.L.
Enagas Services Solutions, S.L.
Sercomgas Gas Solutions, S.L.
Enagas Holding USA. S.L.U.

Bioengas Renovables, S.L.

Enagas Renovable, S.L.U.

Roblasun S.L.U. 1, Roblasun S.L.U. 2, Roblasun S.L.U. 3,
Roblasun S.L.U. 4, Roblasun S.L.U. 5 and Roblasun S.L.U. 6

Windmusel 1 S.L.U., Windmusel 2 S.L.U. and Windmusel 3
S.L.U.

Cierzosun 1, S.L.U., Cierzosun 2, S.L.U., Cierzosun 3, S.L.U.
and Cierzosun 4, S.L.U.

H2Greem Global Solutions, S.L.
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The Group’s remaining companies file individual income tax
returns in accordance with the applicable tax laws.

c) Corporate income tax

£\
enagas

Before-tax consolidated accounting results

Permanent differences and consolidation adjustments (1)

Consolidated tax base

Tax rate

Adjusted result by tax rate (2)

Effect of applying different rates to tax base
Tax base

Effect of deductions

Other adjustments to corporate income tax

Corporate income tax for the period

Current income tax (3)
Deferred income tax

Adjustments to income tax rate

546,895 540,033
(122,788) (88,581)
424,107 451,452
25 9% 25 %
(106,027) (112,863)
3,242 236
(16-2,785) (112,627)
2,379 1,751
(1,568) (1,229)
(101,974) (112,105)
(89,694) (97,782)
9,662 9,291
(21,942) (23,614)

(1) The permanent differences mainly correspond to the elimination of the results of companies consolidated under the equity method, as well as other consolidation
adjustments relating to the reconciliation of local regulations and IFRS, among others.

(2) In order to determine income tax, a 25% rate was applied to all Spanish companies, except for those that file tax returns under the special regime of Vizcaya
(Enagas Transporte del Norte, S.L) where a 24% rate is applied. For both 2019 and 2020, the tax rates applicable to the foreign companies Enagas Perti, S.A.C.;
Enagés Chile S.P.A.; Enagas México, S.A. de C.V. and Enagds USA, L.L.C. were 29.5%, 27%, 30% and 24.7%, respectively.

(3) In 2020, 101,860.17 thousands of euros were paid (97,967.83 thousands of euros in 2019) in connection with the amount to be disbursed for settling 2020
corporate income tax, of which 96,248 thousands of euros correspond to the Tax Consolidation Group (92,807 thousands of euros in 2019).

d) Tax recognised in equity

I e I I e

Income and expenses recognised directly in equity

Tax effect on cash flow hedges 13,424 - 13,424 11,851 (382) 11,469
Amounts transferred to the income st;tement - o

Tax effect on cash flow hedges - (4,388) (4,388) 1,157 (3,690) (2,533)
Total income tax recognised in equity 13,424 (4,388) 9,036 13,008 (4,072) 8,936

e) Years open for inspection and tax audits

In accordance with prevailing legislation in Spain, tax returns
cannot be considered final until they have been inspected by the
tax authorities or unti! the four-year inspection period has elapsed.
However, the four-year period can vary in the case of Group
companies subject to other fiscal reguiations.

In January 2018, Enagéas Transporte S.A.U. was notified by the
Spanish Tax Agency that a general tax inspection was being
initiated with respect to the special tax on hydrocarbons

corresponding to 2015 and 2016. Notification was also received
regarding the initiation of a partial verification with respect to VAT
on imports and inspection of importation rights corresponding to
2016. During 2020, these proceedings were completed and did not
give rise to any fees for the Group.

In addition, the Enagas Group has the claims filed in relation to
the corporate income tax settlement agreements for 2012 to 2015
pending resolution by the Central Economic-Administrative
Tribunal. However, it is not expected that any liabilities will arise
that will significantly affect the Group’s equity situation.
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Likewise, at the end of 2020, the years 2017 to 2020 are pending
review for the applicabie taxes, with the exception of income tax,

which Is pending review for the years 2016 to 2020.

f) Deferred tax assets and liabilities

Initial
measurement

Deductible temporary differences

Recognised on

profit and loss

Recognised in
equity

7 Ay
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Translation

differences

Capital grants and others 1,084 (106) - - - 978
»(A;n)ortisation deduction limit R.D.L. 16/2012 21,082 (4,183) _ (163) . 16,736
Provisions for personnel remuneration 4,481 423 - - (16) 4,888
Fi;ed -éssets provision 34,08"2- 1,24; —_ - _ 35,330
Provisions for litigation and other 26,792 (5,855} - -— (500) 20,437
Derivatives 36 (64) 2,786 = (181) 2,577
Carry-forward tax losses 4,960 - -_ (3,202) (141) 1,617
Deductions pending and other (2) 4,221 (872) - _— - 3,349
Total deferred tax assets 96,738 (9,409) 2,786 (3,365) (838) 85,912
Accelerated amortisation (3) - (241,347) 12,673 — - —_ (228,674)
Derivatives (2,031) — 1,996 = 35 -
Deferred expenses (9,076) 2,039 = = - -— . (7,637)
Others (13,290) 4,527 — (1,238) 231 (9,770)
Total deferred tax liabilities (265,743) 19,239 1,996 (1,238) 266 (245,481)
Carrying amount (169,005) 9,830 4,782 (4,603) (572) (159,569)

(1) Arises from the limitation to tax deductible amortisation with respect to the corporate income tax for the years 2013 and 2014. Said amortisation is recoverable
from a tax point of view from 2015 on a straight line basis over 10 years.

(2) In addition, it includes the deduction to be applied from 2015 in accordance with the thirty-seventh transitory provision of Law 27/2014, by virtue of which those
contributors for whomn limited amortisation was applicable in 2013 and 2014 will have the right to a 5% deduction of the tax base with respect to the amounts

included in the taxable income for the corresponding period.

(3) Arising from application of accelerated amortisation of certain assets for tax purposes during the period 2009-2014.

The Enagas Group offset deferred tax assets in the amount of
84,546 thousands of euros from the Tax Consolidation Group in
Spain (93,857 thousands of euros in 2019) against deferred tax
liabilities in its consolidated statement of financial position in

accordance with IAS 12,

Final value of Offset of
assets and deferred tax
deferred tax assets and
liabilities by | liabilities -~ Tax
nature Group

Deferred tax assets 96,738 (93,857) 2,881
Deferred tax liabilities (265,744) 93,857 (171,887)
Net value 2019 (169,006) - (169,006)
Deferred tax assets 85,912 (84,546) 1,366
Deferred tax liabilities (245,481) 84,546 (160,935)
Net value 2020 (159,569) -_ (159,569)

The Enagds Group has unregistered deferred tax assets and
liabilities amounting to 20,894 thousands of euros and 19,906
thousands of euros, respectively, at the end of 2020 (21,774
thousands of euros and 12,615 thousands of euros, respectively,
at the end of 2019). These correspond mainly to taxable
temporary differences associated with investments in companies
that are accounted for using the equity method and that meet the
requirements established in IFRS to apply the accounting

exception.
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4.3 Related party transactions and balances

,
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Accounting policies

« In addition to subsidiaries, associates, and multigroup companies,
the Group’s “related parties” are considered to be its “key
management personnel” (members of the Board of Directors and
Senior Managers, along with their close relatives), and the
entities over which key management personnel may exercise
significant influence or control, as established in the Order

EHA/3050/2004, of September 15, and Circular 1/2008 of January

30 of the CNMV.

¢ The terms of transactions with related parties are equivalent to

those made on an arm’s length basis and the corresponding
remuneration in kind has been recorded.

Direct Senio| Gl I
Income and expenses LR CLL JeL e roup. Personm? 4 Other related parties Total (1)
Managers Companies or Entities

2020

Expenses:

Financial expenses - - 4,061 4,061
Service_s received - 32,751 338 33,089
Other expenses 9,671 - - - 9,671
Total Expenses 9,671 32,751 4,399 46,821
Income: -
Eancial income (2) - _- 1,173 6 1,179I
Services rendered - 10,736 - 10,736
Other income_ N - 3,106 = 3,106
Total income - 15,015 6 15,021
2019

Expenses:

.Financial expenses o - - 11,670 - _:IT,670
Services received - 41,085-_ o 307 41,392
Other expenses 9,026 = - o 97)2;
Total Expenses 9,026 41,085 11,977 62,088
Income: - - I
Financial income (2} - 4,242 - 11 4,253
IServices rendered - 9,528 - N 9,528
Gains on the sale or derecognition of assets _- o 31 - 31
Other income - 3,106_ - - o 3,106
';'otal income - 16,907 11 16,918

(1) No transactions were carried out during 2020 and 2019 with significant shareholders.

(2) The effective collection of debt interest on subordinated debt amounted to 824 thousands of euros in 2020 (3,945 thousands of euros in 2019).
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Significant | Group Personnel
Other transactions Wl p. M Other related parties Total
shareholders Companies or Entities

2020

Guarantees for related party debt (Note 1.9) = 622,920 - 622,920
Guarantees and sureties granted - Other (Note 1.9) - 630 14,699 15,329
Dividends and other earnings distributed 96,352 - - 96,352
2019

Guarantees for related party debt (Note 1.9) - 522,952 - 522,952
Guarantees and sureties glianted = Other. {(Note 1.9) - 29,154 23,333 52,487
Investment commitments (Note 1.9) o - . 765,974 - 765,974
Dividends and other earnings d‘iStI"il;)L‘lt‘ed 66,554 66,554

The detail of current and non-current loans to related parties is as follows:

Non-current credits to related parties (*) 33,593 36,492

Gasoducto de Morelos, S.A.P.I. de C.V._ 7.50% September-2033 8,000 10,617

Planta de Regasificacion de Sagunto, S.A._ Eurém + Spread June-2025 23,593 25,185

Gas to Move 1.80% Nov.-;021 - 690.
Knutsen Scale Gas, SL o mw: Aug.-2027 2,000 -

LCurrent loans to related parties - 2,441 11

-Planta de Regasificacion de Sagunto, S.A. Eurém + Spread June-2025 - g 11

Gas to Move - 1.80% Nov.-2021 - 940 e
Gas to Move 2.34% Nov.-2021 1485 -

_Eea_b Power Ltd, o 4.00% Dec.-2021 8 -

Total 36,034 *_-;6,503
(*) Unaffected by the expected Joss.

The Banco Santander Group qualified as a related party for the
years 2020 and 2019.

In this regard, of the transactions indicated in the preceding
tables, 4,061 thousands of euros in financial expenses for 2020
corresponds to this related party (11,670 thousands of euros in
2019), including the financial expenses arising from interest rate
hedges. In addition, 14,699 thousands of euros of guarantees and
sureties granted by this related party at December 31, 2020
(14,424 thousands of euros at December 31, 2019) have been
maintained.

In addition, this banking entity carried out the following
transactions with the Enagas Group:

« On November 3, 2020, Enagas S.A. signed the extension of
the Club Deal multi-currency credit policy, in which the related
party represents 9.63% of all banks participating, for an
amount of 1,500 million euros, with the new maturity date
being December 17, 2025. As of December 31, 2020, this
policy is not drawn down.

« On July 30, 2019, Enagas Internacional S.L.U. arranged a five-
year credit facility in US dollars for an amount of 180 million
dollars. As of December 31, 2020, this policy is drawn down
for an amount of 48 million dollars.

« In addition, on the same date, Enagas S.A. arranged a five-
year credit facility in US dollars for an amount of 230 million

dollars. At December 31, 2020, this policy was drawn down for
an amount of 228 million dollars.

At December 31, 2020, the available balance in the company's
current accounts amounted to 275,262 thousands of euros.

The Directors consider that no additional significant liabilities
will arise in connection with the transactions disclosed in this
note other than those already recognised in the accompanying
consolidated balance sheet.
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4.4 Remuneration for the Board of Directors and Senior Management

Accounting policies

Share-based payments

» The Group classifies its share-based settlement plan for executive to the Personnel line under the heading “Trade and other
directors and senior management according to the manner of payables” on the liabilities side of the accompanying Balance
settling the transaction: Sheet. The liability is subsequentty measured at fair value at

each balance sheet date, up to and including the settlement

~ With Company shares: Personnel expense is determin d
pany i el Sd RS date, with changes in fair value recognised in the Income

on the fair value of the shares to be delivered at the grant

Statement.
date, taking into account the degree to which the objectives
relating to said plan have been fulfilled. This expense is N The Enagds Group used the Monte-Carlo model to evaluate this
recognised over the stipulated period during which employee programme. The fair value of the equity instruments at the
services are rendered with a credit to "Other equity granting date is adjusted to include the market conditions
instruments” in the accompanying balance sheet. relating to this plan. Likewise, the Company takes into account

the fact that the dividends accrued during the plan period are

| f the liability at the dat it ) " not paid to the beneficiaries as they do not become

e el a r

value o i S re‘,‘“' emen's arc.e shareholders of the Company until the plan has effectively been
met. Personnel expenses are recorded as services provided in

N In cash: Personnel expenses is determined based on the fair

) settled.
the stipulated period (Note 2.8) with a credit to “Long-term
provisions”, until their settiement is estimated at less than one
year, when the associated provision is reclassified
Significant estimates and judgements
» The Enagés Group estimates fair value of the equity instruments » As for that part of the plan payable in shares, the Enagds Group
granted on an accrual basis over the corresponding plan period estimates the fair value of the amount payable in cash on an accrual
(from January 1, 2019 to December 31, 2021) plus the loyalty basis over the plan period (January 1, 2019 to December 31, 2021)
period of approximately four months for full disbursement. plus the loyalty period of approximately four months for full

disbursement.

* At December 31, 2020, the overall accounting assumption estimate
is made assuming that all the objectives have been 95-100%

{ achieved.
I S

2020 -

_Board c:f Di_rectors - I —2,45 B ;,272 - o 183 - - _67
Senior Management 4,403 194 72 80
_;ot; . N . 6,803 2,27; 377 - ? _ 147
2019___ e il _ o = —— =
-B_oard of Di_rectors S - 2,34_6 _2,064 == 178 - 58-
Senior Management 4,092 175 72 41
Tof - - i - S 6-,438 2,064_— 353_ 72_ _99_

Total

The remuneration of the members of the Board of Directors for
their membership of the Board and those corresponding to the
Chalrman and the Chief Executive Officer for the exercise of their
executive functions during the year 2020 have been approved in
detail by the General Sharehoiders’ Meeting held on March 29,
2019 as part of the *Directors’ Remuneration Policy for 2019, 2020
and 2021 financial years’, approved as Item 7 of the Agenda.
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The Group has outsourced its pension commitments with respect
to its Senior Managers through a mixed group insurance policy for
pension commitments, including benefits in the event of survival,
death, and employment disability. The Executive Chairman and
the Chief Executive Officer are part of the group covered by this
policy and of the total premium paid for this during the year, 372
thousands of euros corresponded to them.

The members of the Senior Management also form part of the
group insured under the mixed group insurance policy for pension
commitments. The total premium paid for the same during the
financial year amounts to 649 thousands of euros.

The two executive directors are beneficiaries of the 2019-2021
Long-Term Incentive Plan approved by the General Shareholders
Meeting on March 29, 2019 under Item 8 of the Agenda. In said
meeting, a total of 118,635 rights relating to shares were
assigned. Said rights do not constitute acquisition of shares until
the programme finalises, the final bonus depending on the degree
to which the programme objectives have been met,

Members of Senior Management (members of the Management
Committee) are equally beneficiaries of the 2019-2021 Long-Term
Incentive Plan. As approved by the General Shareholders’ Meeting,
the Board has assigned them a tota! of 160,236 rights relating to
shares as well as an incentive in cash amounting to 950 thousands
of euros. Said rights do not constitute acquisition of shares or
collection of any amounts until the programme has finalised, the
final bonus depending on the degree to which the programme
objectives have been met.

The aforementioned remuneration, broken down for each member
of the Board of Directors, without taking into account insurance
premiums, is as follows:

Mr Antonio Llardén Carratald, (Executive Director)

Mr Marcelino Oreja Arburia (Chief Executive Officer) (2) 957 937
Sociedad Estatal de Participaciones Industriales 160 160
(Proprietary Director) (4)
M_r Lu_isEarcia del Rio (Independent Director) 160 160
Mr Marti Parellada Sabata (External Director) 160 160
Mr Luis Javier Navarro Vigil (External Director) - 44
Mr José Blanco Lépez (Independent Director) 69 -
Ms Rosa Rodriguez Diaz (Independent Director) 160 160
g;(;&crgzr;’alacio Vallelersundi (Independent Leading 190 190
Ms Isabel Tocino Bisca:oI;aga (Independent Director) 175 175
Mr Antonio Hernandez Mancha (Independent Director) 160 160
Mr José Montilla Aguilera (Independent Director) 69 -
Mt Guiizalo Solana Gonz_élez_(Ind_ependent Director) (4) 1g0 - 160
Mr Crist_ébal José Gallego Castillo (Independent Director 69
Mr Ignacio Grangel Vicente (Independent Director) 160 160
Ms Eva Patricia Urbez Sanz (Independent Director) 160 115
Mr Santiago F_errer igsta (Proprietary Director) 160 160
.Total . - 4,855 4,588

(1) The remuneration for the Executive Chairman in 2020 was approved in
detail by the General Shareholders’ Meeting on March 29, 2019 as part of
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the “Directors’ Remuneration Policy for 2019, 2020 and 2021 financial
years”. During 2020, the Executive Chairman received fixed
remuneration in the amount of 1,000 thousands of euros and variable
remuneration in the amount of 600 thousands of euros; he also received
130 thousands of euros for Board membership and other remuneration in
kind amounting to 156 thousands of euros (the changes in remuneration
in kind with respect to previous years is exclusively a result of
measurement differences without there having been any additional items
included in the remuneration). Thus, the combined amounts totalled
1,886 thousands of euros. In addition, he was also the beneficiary of a
life insurance policy with a premium of 66 thousands of euros for the
year. The Group has outsourced its pension commitments with respect to
its Senior Managers through a mixed group insurance policy for pension
commitments, including benefits in the event of survival, death, and
employment disability. The Executive Chairman is one of the
beneficiaries covered by this policy, and of the total premium paid during
the year, 236 thousands of euros correspond to the Executive Chairman.
The Executive Chairman is a beneficiary of the 2019-2021 Long-Term
Incentive Plan approved at the General Shareholders’ Meeting held on
March 29, 2019. Item 8 of its Agenda states that the meeting assigned
him a total of 79,090 performance shares. These shares do not entail an
acquisition of the shares until the end and settlement of the programme
and the final remuneration depends on the level of achievement of the
goals of the programme. As a result of settlement of the long-term
Incentive 2016-2018, approved by the General Meeting of Shareholders
held on March 18, 2016, as item 8 on the Agenda, in 2019 the Executive
Chairman received 54,669 gross shares in Enagas S.A. The Executive
Chairman is subject to the obligation to maintain the shares received for
a perfod of two years from handover. Once that period has elapsed, the
shares will be freely available. The fixed remuneration of the Executive
Chairman remains unchanged from 2017.

(2) The remuneration for the Chief Executive Officer in 2020 was approved
in detail by the General Shareholders’ Meeting on March 29, 2019 as part
of the “Directors’ Remuneration Policy for 2019, 2020 and 2021 financial
years”. During 2020, the CEO received fixed remuneration in the amount
of 500 thousands of euros and variable remuneration in the amount of
300 thousands of euros; he also received 130 thousands of euros for
Board membership and other remuneration in kind amounting to 27
thousands of euros (the changes in remuneration in kind with respect to
previous years are exclusively a result of measurement differences
without there having been any additional items included in the
remuneration). Thus, the combined amounts totalled 957 thousands of
euros. In addition, he was also the beneficiary of a life insurance policy
with a premium of 0.9 thousands of euros for the year. The Chief
Executive Officer is also beneficiary of the mixed group insurance policy
for pension commitments, and the share of the premium corresponding
to the Chief Executive Officer for this policy amounted to 136 thousands
of euros for the year. The Chief Executive Officer is a beneficiary of the
2019-2021 Long-Term Incentive Plan approved at the General
Shareholders” Meeting held on March 29, 2019. Item 8 of its Agenda
states that the meeting assigned him a total of 39,545 performance
shares. Said rights do not constitute acquisition of shares until the
programme finalises, the final bonus depending on the degree to which
the programme objectives have been met. As a result of settlement of
the long-term Incentive 2016-2018, approved by the General Meeting of
Shareholders held on March 18, 2016, as item 8 on the Agenda, in 2019
the Chief Executive Officer received 21,759 gross shares in Enagés S.A
The Chief Executive Officer is subject to the obligation to maintain the
shares received for a period of two years from handover. Once that
period has elapsed, the shares will be freely available. The fixed
remuneration of the Chief Executive Officer remains unchanged from
2018.

(3) On June 30, 2020, Mr José Blanco Lopez, Mr José Montilla Aguilera and
Mr Cristobal José Gallego Castillo were appointed Directors.

On March 29, 2019 Mr Luis Javier Navarro Vigil resigned as Director and
Ms Eva Patricia Urbez Sanz occupied his position.

(4) The remuneration for these Directors relating to Board and committee
membership was approved in detail by the General Shareholders’
Meeting on March 29, 2019 as part of the "Directors’ Remuneration
Policy for 2019, 2020 and 2021".

Share-based payments

On March 29, 2019, the Enagas, S.A. General Shareholiders’
Meeting approved the second cycle of the Long-Term Incentive
Plan aimed at executive directors and senior management of the
Company and its Group. The objective of the Plan is to (i)
encourage the sustainable achievement of the objectives of
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Enagas Group’s Strategic Plan, (i) give the opportunity to share b)
the creation of value with participants, (jii) foster a sense of

belonging to the Company, (iv) be competitive, and (v) align with

the requirements of institutional investors, proxy advisors, and

best Corporate Governance practices and, especially, those

resulting from the recommendations of the CNMV's Good

Governance Code.

The plan consists of an extraordinary mixed multi-year incentive
which will permit the beneficiaries to receive, after a certain period
of time, a bonus payable in (i) Enagds, S.A. shares and (ii) cash;
provided that certain strategic objectives of the Enagds Group are
met.

With respect to the portion payable in shares, a maximum of
501,946 shares are deliverable, all of which will come from the
Enagds S.A.'s treasury shares. Furthermore, the beneficiaries of
the plan are not guaranteed any minimum value for the assigned
shares. The cash part of the plan is limited to an estimated
payment of approximately 3.5 million euros should all the
objectives be fully met.

This plan is aimed at persons who, due to their level of
responsibility on their position in the Enagds Group, contribute
decisively to achieving the Company’s objectives. The Plan initially
designated 48 beneficiaries, notwithstanding the possibility that
new recruitments due to mobility or professional level changes
may include new beneficiaries during the measurement period.

The objectives set for the evaluation of the achievement of the
Plan consist of:

° Accumulated results corresponding to the Funds for
Operations ("FFO”) of the Enagds Group. This metric shows
the financial soundness and net profit growth, which are the
cornerstones of the Enagas Group Strategic Plan. This takes
into account both the EBITDA of the regulated business and
the dividends received from the subsidiaries that are not
controlled by Enagas. It is a benchmark indicator for
investors. Fulfilling this objective will satisfy the Company
forecasts for the distribution of Group, investment and debt
amortisation dividends. It accounts for 25% of the total
objectives.

° Accumulated cash flows received from affiliates (*Dividend”).
This shows the focus on international growth and a realistic
and profitable investment plan as the cornerstones of the
Strategic Plan. It measures the profitability of the
international business compared with the annual
remuneration objective which measures the year’s
international investment volume. It accounts for 35% of the
total objectives.

. Total shareholder return ("TSR"). To ensure appropriate,
competitive shareholder remuneration. It takes into account
share performance and the dividend policy. This objective
comprises two components, each with a relative importance
of 15% of the total objectives:

a) The absolute TSR is measured as the acquisition of a
target share price at the end of financial year 2021. The
target price has been established by investing estimated
share dividends and is based on profitability and market
parameters.

enagas

Relative TSR: relative TSR shall be understood as the
difference (expressed as a percentage) between the final
value of an investment in ordinary shares and the initial
value of that investment, bearing in mind that the
calculation of said final value will consider dividends or
other similar items (i.e. script dividends) received by the
shareholder for said investment during the corresponding
period. This metric shall be calculated against the
Comparison Group formed by fifteen companies.
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e Compliance with the Sustainability Plan. It reflects the
company’s commitment to creating long-term value
responsibly in the social and environmental backdrop. Its
weight in the objectives total will be 10%, and it will consist of
three indicators:

a) Average reduction in CO2 emissions in the 2019-2021
period vs. 2018;

b) Increase in the percentage of women on the Board of
Directors, in the management team and in the staff; and

¢) Investment associated with the increased presence of
renewable gases in the energy mix.

Regarding the measurement period, although it will occur during
the period from January 1, 2019 to December 31, 2021, its
settlement will take place on the following dates:

a) The beneficiary will receive 50% of the incentive within thirty
(30) days following approval of the 2021 annual accounts by
the General Shareholders’ Meeting. This 50% will apply to the
assets part of the incentive as well as the cash part of the
incentive;

b) The beneficiary will receive the remaining 50% of the
incentive once a period of one year has elapsed from the first
payment date.

In this regard, and since the Regulation establishes the obligation
for the beneficiaries to continue to provide their services to the
Enagéas Group until the first payment date in order to receive 50%
of the incentive, and until the second payment date in order to
receive the remaining 50%, the Enagas Group accrues the
estimated fair value of the equity instruments granted taking
account both of the target measurement period (January 1, 2019
to December 31, 2021) and the service conditions established for
the period required to consolidate the remuneration.

The portion of said plan to be settled in Enagas, S.A. shares is
considered a share-based transaction payable in equity
instruments in accordance with IFRS 2 and, in keeping with said
standard, the fair value of services received, as consideration for
the equity instruments granted, is included in the Consolidated
Income Statement at December 31, 2019, under “Personnel
expenses” in the amount of 2,196 thousands of euros and a credit
to “Other equity instruments” in the consolidated balance sheet at
December 31, 2020 (2,207 thousands of euros at December 31,
2019).

.y
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For the valuation of this programme, the Enagas Group used the
Monte-Carlo model, widely used in financial practice for the
valuation of options, in order to include the effect of market
conditions in the valuation of the equity instruments granted. The
fair value of the equity instruments at the granting date is
adjusted to include the market conditions relating to this plan.
Likewise, the Company takes into account the fact that the
dividends accrued during the plan period are not paid to the
beneficiaries as they do not become shareholders of the Company
until the effective delivery of the Company’s shares. The
breakdown and fair value of the shares at the granting date of the
ILP of the Enagas Group are as follows:

" | 1

Total shares at the concession date 501,946

Fair value of the equity instruments at the granting date 25.94
(EUR)

Dividend yield 4.77%
Expected volatility 16.86%
Discount rate 0.62%

(1) This number of shares reflects the maximum number of shares to be
delivered under the plan, and includes both the possibility of achieving
the maximum degree of fulfiiment of objectives established in the plan
(125%), as well as the possibility that new hiring, staff mobility, or
changes in professional levels, lead to the inclusion of new beneficiaries
during the measurement period.

With respect to that part of the bonus payable in cash, the Enagas
Group recognised the rendering of services corresponding to this
plan as personnel expenses amounting to 705 thousands of euros
with a credit to “Provisions” under non-current liabilities in the
consolidated balance sheet at December 31, 2020 (693 thousands
of euros at December 31, 2019). As in the case of the share-based
payment plan component, the Enagds Group accrues the estimated
fair value of the cash-settled amount over the term of the plan
(January 1, 2019 to December 31, 2021) and the service conditions
established for the period of time required for the consolidation of
the remuneration.
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4.5 Other information concerning the Board of Directors

The information included below as required by Article 229 and
subsequent of the Spanish Corporate Enterprises Act was prepared
considering that they are companies with similar or
complementary activities to those carried out by Enagés, that is,
natural gas transmission, regasification, distribution, and
commercialisation activities regulated by Law 31/1198 of the
Hydrocarbons Sector.

As of December 31, 2020 and 2019, the Directors have reported
that they do not hold any shares in the share capital of companies
with the same, similar or complementary type of activity as the
Enagas Group.

Positions held or duties performed by Group directors at
companies whose corporate purpose is the same, similar or
complementary disclosed to Enagds, S.A. at December 31, 2020
and 2019, are as follows:

[ D | .
2020

Director

2019
Marcelino Oreja Arburda

Marcelino Oreja Arburda

Marcelino Oreja Arburtia

Marcelino Oreja Arburta

Marcelino Oreja Arburia

Marcelino Oreja Arburda

Antonio Llardén Carratald

Antonio Llardén Carratala

Mibgas Derivatives, S.A.
Enagas Emprende, S.L.U.

Enagas Services Solutions,
S.L.U

Enagas Transporte del
Norte, S.L.

Enagdas Renovable, S.L.U.

Tallgrass Energy G.P.

Enagas GTS, S.A.U.

Enagas Transporte, S.A.U.

Director

Joint Director

Joint Director

Chairman

Joint Director
Director

Representative
of the Sole
Director of

Enagés, S.A.

Representative
of the Sole
Director of

Marcelino Oreja Arburia

Marcelino Oreja Arburia

Marcelino Oreja Arburda
Marcelino Oreja Arburia

Marcelino Oreja Arburlia

Marcelino Oreja Arburua

Antonio Llardén Carratald

Antonio Llardén Carratalad

Mibgas Derivatives, S.A.
Enagas Emprende, S.L.U.

Enagas Services Solutions,
S.LU

Enagas Transporte del
Norte, S.L.

Enagas Renovable, S.L.U.

Tallgrass Energy G.P.

Enagas GTS, S.A.U.

Enagés Transporte, S.A.U.

4.6 Other Information

a) Environmental information

Joint Director

Joint Director
Chairman

Joint Director

Director

Representative
of the Sote
Director of

Enagds, S.A.

Representative
of the Sole
Director of

Enagds, S.A.

Activities for protection of the environment and biodiversity,
energy efficiency, reduction in emissions, and the responsible
consumption of resources are essential elements in the Enagas
Group's environmental management to mitigate the impact of its

activities.

The Group has integrated protection of the environment within its
policy and strategic programmes via implementation of an
Environmental Management System developed and certified by
LLOYD'S, in accordance with the requisites of standard UNE EN
ISO 14001, which guarantees compliance with applicable
environmental legislation and continuous improvement of its
environmental behaviour with respect to the activities it carries
out in the LNG storage and regasification plants of Barcelona,
Cartagena and Huelva, the underground storage facilities of
Serrablo, Gaviota, and Yela, the basic gas pipeline network
facilities, the OIlmos headquarters, the Zaragoza laboratory, and
management of development projects for new infrastructure.

Enagas, S.A.

There are no activities of the same, similar or complementary
nature to those carried out by Enagds which are performed by its
Board members, on their own behalf or on behaif of third parties,
not included in the above section.

At 2020 year-end, neither the members of the Board of Directors
of the Company nor any parties related to them, as defined in
Article 229 of the Corporate Enterprises Act, had notified the
remaining Board members of any conflicts of interest, direct or
indirect, with those of the Company.

In 2020, the certifying company LLOYD'S issued the corresponding
audit report on the environmental management system with
favourable results, concluding that the system’s maturity and
degree of development ensure continuous improvement for the
company in this field.

The Enagéas Group makes ongoing efforts to identify, characterise,
and minimise the environmental impact of its activities and
facilities, evaluating the related risks and strengthening eco-
efficlency, responsible management of waste and discharges,
minimising the impact in terms of emissions and climate change.

In addition, the Group incorporates environmental criteria in its
relationship with suppliers and contractors, as well as in
connection with decision-making with respect to the awarding of
contracts for the rendering of services and products.

During 2020, environmental actions were carried out in the
amount of 7,757 thousands of euros, recognised as investments
under assets in the Balance Sheet (7,850 thousands of euros in
2019). The Company also assumed environmental expenses
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amounting to 5,960 thousands of euros in 2020, recognised under
“Other operating expenses” (4,565 thousands of euros in 2019).

The Group has arranged sufficient civil liability insurance to meet
any possible contingencies, compensation and other risks of an
environmental nature which it might incur.

The Group did not benefit from any tax incentives during 2020 as
a consequence of activities relating to the environment.

b) Greenhouse gas emission rights

Some of the Enagas Group'’s facilities are included within the scope
of Law 1/2005 of March 9, which regulates the commercial regime
for greenhouse gas emission rights.

On November 15, 2013, the Council of Ministers approved the final
assignation of free greenhouse gas emission rights to institutions
subject to the greenhouse gas emission allowance trading regime
for the period 2013-2020, among which the Enagads Transporte,
S.A.U. facilities are included.

The rights assigned for 2020 and 2019 were measured at 24.24
euros/right and 24.98 euros/right, respectively, the spot price on
the first working day of 2020 and 2019 of SENDECO2, Sistema
Europeo de Negociacidn de CO2, a company engaged in the

c) Auditfees

“Other operating expenses” includes the fees for audit and non-
audit services provided by the auditor of the Group, Ernst &
Young, S.L., or by a company belonging to the same group or
related to the auditor, broken down as follows:

Services rendered by

£\
enagas

purchase and sale of emission rights on its own account and in
providing technical and administrative advice on industrial facilities
subject to the Trade Directive (EU ETS). The rights consumed at
the end of the year are taken to income, resulting in additions for
the year of 1,218 thousands of euros and 1,249 thousands of
euros, respectively.

In addition, 97,750 emission allowances were acquired for
consideration in 2020 for a total amount of 2,286 thousands of
euros (in 2019, 70,000 allowances were acquired for consideration
in the amount of 1,670 thousands of euros).

The Enagds Group consumed 129,707 greenhouse gas emission
rights during 2020 (168,926 rights during 2019).

The expense relating to emission allowances recognised in the
income statement amounted to 1,981 thousands of euros, which is
included under “Other Current Management Expenses” (1,601.5
thousands of euros in 2019).

During 2020 the Enagas Group did not engage in any negotiations
for future contracts relating to greenhouse gas emission rights,
nor were there any contingencies relating to penalties or
provisional cautionary measures in the terms established by Law
1/2005.

Services provided by Services rendered by Services provided by

Categories the accounts auditor other auditors of the the accounts auditor other auditors of the
and related companies Group and related companies Group

Audit services (1) 320 1,051 486

Other assurance services (2) - - 353 -

Total audit and related services = 320 1,404 486

Total professional services (3) 320 1,404 486

(1) Audit services: This heading includes services rendered for the performance of statutory audits of the Group’s annual accounts and the limited review work
performed with respect to the Interim and Quarterly Consolidated Financial Statements as well as the Certification of the Internal Control over Financial Reporting

(ICFR) System.

(2) Other audit-related assurance services:This heading includes the work relating to the Annual Corporate Governance Report, the review of non-financial information
included in the Management Report, the agreed-upon procedures report on the ICFR, the Audit Reports for issuing Comfort letters, as well as the issuing of
Agreed-Upon Procedures in relation to the regulatory costs information sent to the CNMC on June 30, 2020.

(3) Law 22/2015 on the Audit of Accounts establishes that non-audit services provided by the auditor must be less than 70% of the average fees paid for audit services
for three consecutive years. The amount of non-audit services rendered by the accounts auditors (Ernst & Young, S.L.) amounts to 39% of the audit service fees

invoiced (30% for the Group).

4.7 Information by segments

Accounting policies

Basis of segmentation

« Segment reporting is structured based on the Group’s various
business lines as described in Note 1.1.

The Group identifies its operating segments based on internal
reports relating to the companies comprising the Group which are
regularly reviewed, discussed and evaluated in the decision-
making process.
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a) Primary business segments
Regulated activities - Infrastructure Activity

Gas transmission: Represents the main activity, consisting in the
delivery of gas via its transmission network, comprised of

primary transmission pipelines (with maximum design pressure
equal to or greater than 60 bars) and secondary transmission
pipelines (with maximum design pressure ranging from 16 to 60
bars) up to the distribution points, as owner of most of the gas
transmission network in Spain.

Regasification: The gas is transported from the producing
countries in methane tankers at 160°C below zero in its liquid
state (LNG) and is unloaded at the regasification plants where it is
stored in cryogenic tanks. At these facilities, via a physical process
which normally makes use of seawater vaporisers, the
temperature of the liquefied gas is increased until it is transformed
into its gaseous state. The natural gas is injected into the gas
pipelines for transmission to the whote peninsula.

Storage of gas: The Enagéds Group operates the following
underground storage facilities: Serrablo (located between Jaca and
Sabifidnigo - Huesca), Gaviota (offshore storage, located close to
Bermeo - Vizcaya), and Yela (Guadalajara).

Regulated activities - Activity of the Technical
Manager of the System

The Enagés Group continued carrying out its functions as Technical
Manager of the System in 2020 in compliance with Royal Decree

£\
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6/2000 of June 23 and Royal Decree 949/2001 of August 3, with a
view to guaranteeing supply continuity and security of supply, as
well as the correct coordination among the access points, storage,
transmission and distribution points.

Non-regulated activities

Includes all unregulated activities and transactions relating to
investments in associates and joint ventures, except those relating
to BBG, Saggas, MIBGAS and Iniciativas del Gas, S.L.

The foregoing activities may be performed by Enagas, S.A., either
on its own or through companies with an identical or similar
purpose in which it has an ownership interest, always within the
scope and limits established by applicable legislation on
hydrocarbons. In accordance with said legislation, the activities
related to transmission and technical management of the system
which are of a regulated nature must be carried out by two
subsidiaries entirely owned by Enagds, S.A. (Enagas Transporte,
S.A.U. and Enagds GTS, S.A.U., respectively).

The structure of this information is designed as if each business
line were an independent business, with its own resources,
distributed on the basis of the assets assigned to each line in
accordance with an internal system of cost allocation by
percentages.

- Technical Management

INCOME of the & m.
STATEMENT

Operating income 1,051,339 1,120,294 28,031 26,738
Third parties 1,041,865 1,109,773 25,015 24,500
Group 9,474 10,521 3,016 2,238
Provisions for )

amortisation of (253,902) (248,778) (6,070) (6,162)
fivad accate

Operating profit 559,994 582,557 3,602 2,670
Financial income 2,474 409 349 76
Financial expenses (18,817) (25,011) (143) (164)
Income tax (129,007) (136,374) (748) (621)
Net profit 413,691 424,264 3,060 1,961

Other activities Adjustments (1) Total Group

68,187 98,305 (63,506) (62,603) 1,084,051 1,182,734
3,168 34,189 160 - 1,070,208 1,168,462
65,019 64,116 (63,666) (62,603) 13,843 14,272
(9,915) (19,576) 160 10 (269,727) (274,506)
50,916 72,131 62 44 614,574 657,402
456,528 454,713 (438,787) (438,880) 20,564 16,318
(95,788) (115,486) 7,227 6,881 (107,521) (133,780)
27,804 24,902 (23) (12) (101,974) (112,105)
458,771 428,359 (431,520) (431,966) 444,002 422,618

(1) "Adjustments” includes the eliminations of inter-company transactions (rendering of services and credits granted).

The breakdown of operating income by segment, with the breakdown according to IFRS 15 of income from customer contracts for 2020, is as

follows:
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NIIF 15 Infrastructures Technical Management Other activities Adjustments (1) Total Group
of th ystem
income

Operating income 1,051,339 1,120,294 28,031 26,738 68,187 98,305  (63,506)  (62,603) 1,084,051 1,182,734
Sf;’tiz::rfzmracts 41,151 47,557 5 5 5,826 7,710 . 2 46,982 55,272
Third parties 32,893 33,000 S - 440 2124 - . 33,342 35,194
Group 8,258 14,487 5 5 5,377 5,586 - - 13,640 20,078
Others 1,010,188 1,072,737 28,026 26,733 62,361 90,505  (63,506)  (62,603) 1,037,069 1,127,462
Third parties 1,008,972 1,076,703 25,015 24,500 2,719 32,065 160 - 1,036,866 1,133,268
Group 1,216 (3,966) 3,011 2,233 59,642 58,530  (63,666)  (62,603) 203 (5,806)

(1) “Adjustments” includes the eliminations of inter-company transactions (rendering of services and credits granted).

| e | S
BALANCE SHEET of the System
PR I I T T T e T R i

Total assets 5,446,325 5,517,802 151,530 99,114 7,654,186 7,505,796 (4,243,118) (4,278,488) 9,008,923 8,844,224
Acq“t's'm" ofjfixed 50,820 127,791 8,184 7,514 14,886 11,214 . - 73,890 146,519
assets
Non-current !
1,201 2,95 1,050 425 459 454,697 46

liabilities (2) 460,095 461,20 (7,931) (887) 8 (425) (459) 54,69 0,905
l'iane”fifg:d e 170,779 174,191 (8,442) (1,097) (977 (748) (425) (459) 160,935 171,887
- Provisions 250,241 246,256 511 210 3,139 1,798 - - 253,801 248,264
= - . :

her non- 39,075 40,754 - , 796 . . - 39,871 40,754
current liabilities
f:;re"t Ll 253,846 300,919 138,197 85,270 67,877 53,185  (168,148)  (226,981) 291,772 212,393
-Trade and other

253,846 300,919 138,197 85,270 67,877 53,185  (168,148)  (226,981) 291,772 212,393

payables

(1) “Adjustments” includes the eliminations of inter-company transactions (rendering of services and credit granted) as well as the elimination of Investments-
Shareholders equity.
(2) Financial liabilities are not included.

b) Segments by geographical information

The majority of companies in the Enagds Group operating outside 400,000 366,978
Europe were consolidated under the equity method, with the

358,557

350,000

corresponding expenses and income thus recognised under BT

“Profit/(loss) from investments consolidated under the equity !

method” in the Consolidated Income Statement. In view of this, 250,000

the information relating to geographical markets is based on net 200,000

revenue. 150,000
100,000 77,827 56,247

The distribution of consolidated results for 2020 and 2019, broken 50,000 - - 7,814

down by geographical markets, is as follows: —
(50,000) (203)

Europe South Amenca North America

4.8 Stocks

As established in Order 1ET/2736/2015 of December 17: “From
October 1, 2016, the quantity of working gas is zero.” At
December 31, 2015, the Enagas Group, as Technical Manager of
the System, maintained control of approximately 755 GWh of

working gas necessary for enabling operation of the gas system as
established in the fifth additional provision to Order
ITC/3863/2007 of December 28. This gas is not reflected in the
financial statements as it is gas available for the System and
therefore not owned by the Enagas Group.
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4.9 Subsequent events

On January 19, 2021 Enagés, S.A. and Enagas Internacional,
S.L.U. signed loan agreements maturing on December 28, 2021
for 225 miltlon dollars and 100 million dollars, respectively (184
million euros and 82 million euros converted at the closing
euro/dollar rate stated on ).

On February 16, 2021, the shareholders of Tallgrass Energy
agreed to distribute a dividend of 91 million dollars, of which the
Enagés Group recelved approximately 27.3 million dollars.

Y
enaqgas

This dividend was distributed on February 19, 2021.

Since January 1, 2021 until the date on which these Consolidated
Annual Accounts were drawn up, no events have occurred that
would significantly affect the profit (loss) of the Group or its equity
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Explanation added for translation to English

These Consolidated Annual Accounts are a translation of These Consolldated Annual Accounts are presented on the basis of
financial statements originally Issued in Spanish and prepared the regulatory financial reporting framework applicable to Enagés
In accordance with International Financlal Reporting Group . Certaln accounting practices applled by the
Standards as adopted by the EU, in conformity with Group that conform to that regulatory framework may not conform
Regulation (EC) No. 1606/ 2002. In the event of a to other generally accepted accounting principles and rules.

discrepancy, the Spanish-language verslon prevalls,
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Appendix I. Subsidiaries at December 31, 2020

% stake and Voting
Subsidiaries Activity Rights controlled by

Amount of Share Capital

in functional currenc
the Enagas Group v

Enagds Transporte, S.A.U. Spain Regasification, storage, and transmission of gas. 100.00% 532,089,120 euros

Enagas GTS, S.A.U. Spain Technical Management of the Gas System. 100.00% 5,914,451 euros
Enagas Internacional, S.L.U. Spain Holding 100.00% 181,618,086 dollars
Enagas Financiaciones, S.A.U. Spain Financial management. 100.00% 890,000 euros
Enagas Transporte del Norte S.L. Spain Gas transmission. 90.00% 38,501,045 euros
Enagés Chile, S.P.A. Chile Holding 100.00% 383,530,442 dollars
Enagds México, S.A. Mexico Holding 100.00% 3,342,486 dollars
Enagas Pert, S.A.C. Peru Holding 100.00% 4,173,447 dollars
Enagas USA, LLC USA Holding 100.00% 236,349,829 dollars
Enagads Intern. USA, S.L.U. Spain Holding 100.00% 121,400,865 dollars
Infraestructuras de Gas, S.A. Spain Holding 85.00% 340,000 euros
Enagéas Emprende, S.L.U. Spain Holding 100.00% 13,835,325 euros

Devel i
Efficiency for LNG Applications, S.L. Spain T 95.91% 176,131 euros

relating to LNG terminals.
Development and implementation of facilities for
h f | hicl
Scale Gas Solutions, S.L. Spain the supply of natural gas as fuel for vehicles, 100.00% 3,994,944 euros
including its design, construction and
maintenance.

Enagds Services Solutions, S.L. Spain Holding 100.00% 5,293,500 euros

Development of industrial projects and activities
Hydrogen to Gas S.L. Spain to promote hydrogen production and transport 60.00% 74,750 euros

infrastructures.

Provision of commercial services for the purpose

Sercomgas Gas Solutions Spain of improving the daily operational management of 84.00% 88,536 euros

gas shippers.
Development and integrated management of
Bioengas Renovables Spain energy projects for the production of renewable 92.50% 744,000 euros
gases from organic matter.
Development of projects to promote the role of
renewable gases in the energy transition.
Provision of improvement and efﬁclenqr services
Smart Energy Assets, S.L. Spain in the measurement of gas at the delivery points 73.00% 135,000 euros
of the transmission network.

Enagés Renovable, S.L. Spain 100.00% 1,296,000 euros

Roblasun 1, S.L.U. Spain Production of solar electric energy. 100.00% 13,890 euros
Roblasun 2, S.L.U. Spain Production of solar electric energy. 100.00% 13,890 euros
Roblasun 3, S.L.U.. Spain Production of solar electric energy. 100.00% 13,890 euros
Roblasun 4, S.L.U. Spain Production of solar electric energy. 100.00% 39,300 euros
Roblasun 5, S.L.U.. Spain N Production of solar electric energy. 100.00% 39,300 euros
Roblasun 6, S.L.U.. Spain Production of solar electric energy. 100.00% 39,300 euros
CierzoSun 1 S.L.U. Spain Production of solar electric energy. 100.00% 13,890 euros
CierzoSun 2 S.L.U. Spain Production of solar electric energy. 100.00% 13,890 euros
CierzoSun 3 S.L.U. Spain Production of solar electric energy. 100.00% 13,890 euros
CierzoSun 4 S.L.U. Spain Production of solar electric energy. 100.00% 13,890 euros
WindMusel 1 S.L.U. Spain Production of wind electric energy 100.00% 11,712 euros
WindMusel 2 S.L.U. " Spain  Production of wind electric energy 100.00% 9,534 euros
WindMusel 3 S.L.U. Spain Production of wind electric energy 100.00% 9,534 euros
Development of industrial projects and activities '
H2Greem Global Solutions S.L. Spain to promote hydrogen production and transport 99,5% 175,300 euros
infrastructures.
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Appendix II. Joint ventures, joint operations, and associates

Joint operations
Gasoducto Al-

% of uoting
rights

controlled
by the
Enagas

Group.

Net carrying amount
ands of euros (2) ctw a?currencv

Net carrying
amount

Dividends
received

Thousands of
euros

Thousands of
dollars

r i issi 969 .96 ,31 7 -
Andalus, S.A. Spain Gas transmission 66.96% 66.96% 79 13,311 9
Gasoducto de
il iSSi 0/ 10/ -
Extremadura, S.A. Spain Gas transmission 51.00% 51.00% 33 6,483 33
Joint ventures
Bahia de Bizkai 5
SaL ! LAReLY Spain Storage and regasification 50.00% 50.00% 54,884 9,500 54,884 -
Subgrupo Altamira
R " Netherlands/Mexico Holding/Regasification 40.00% 40.00% 46,878 1,480 - 52,423
LNG, C.V. (3)
Gasoducto de
Morelos, S.A.P.I. de Mexico Gas transmission 50.00% 50.00% 14,576 - - 16,205
Cc.v.
Morelos EPC, S.A.P.1, ) 5
deC VS A Mexico Engineering and construction 50.00% 50.00% <3 = - 4
EC Soto La Marina
i i ° .009 - - 64
SAPI de CV Mexico Natural gas compression 50.00% 50.00% 6,539 6,640
Compafila Operadora
de Gas del Amazonas, Peru Operation and maintenance 51.00% 51.00% 20,605 1,188 - 23,995
S.A.C.
Tecgas, Inc. Canada Holding 51.00% 51.00% 1,251 - - 1,344
EC Soto la Marina
i i i o o - = )
08&M SAPI de CV Mexico Operation and maintenance 50.00% 50.00% 1 2
Morel M, S.A.P.I
deor:Vos OaM, 5 Mexico Operation and maintenance 50.00% 50.00% 36 91 - 39
s iria _
i Spain Holding 60.00% 60.00% 46,648 . 46,648 .
S.L. (4)
Planta de
Regasificacién de Spain Storage and regasification 72.50% 72.50% 1,500 11,600 1,500 -
Sagunto, S.A. (4)
ST Development of industrial projects
Transport Solutions, Spain SEICR Pkl 78.30% 78.30% 4,539 : 4,539 s
s related to LNG
Subgrupo Senfluga
Energy Greece Holding 18.00% 18.00% 29,794 3,649 29,794 -
Infraestructure
Construction, maintenance and
Axent Inf. Tel., S.A. Spain operation of a telecommunications 49.00% 49.00% 5,348 - 5,348 -
network.
Vi . pare
ira Gas Imaging, Spain Development and .commng|?l|sat|on of 40.00% 40.00% 259 2 259 .
S,L. technological activities
UNUE Gas R .
= ESIREnovabie Spain Construction of a biogas plant. 49.00% 49.00% 1,060 . 1,060 4
Ports ject, "
(Ssrf eniEariS FegSet Spain Small scale in ports 50.00% 50.00% 30 . 30 -
Senfluga 2, S.R.L. Greece Holding 40.00% 40.00% 27 - 27 -
Knutsen Scale Gas, SL Spain Bunkering 50.00% 50.00% 502 = 502 -
GNL Quintero, S.A. Chile LNG reception,unloading, storage and 45.40% 45.40% 333,124 33,114 - 400,908
regasification
Associates
T e Peru Gas transmission 28.94% 28.94% 487,451 56,610 = 629,450
gas del Per(, S.A.
Tallgras Energy LP. USA Oil & Gas transmission and extraction 28.42% 30.20% 1,461,535 - - 1,623,123
Ti Adriati
L ol Switzerland (3 and 4) Gas transmission 16,00% 16.00% 217,757 - 217,757 B
Pipeling, A.G. (3)
Mibgas Derivatives, ) : .
SA Spain Operation of the (organised) gas market 2B.34% 28.34% 432 - 432 -
Di
Seab Power Ltd. United Kingdom evelopment of systems to transform 12.75% 12.75% 252 - 252 .
waste into energy
Al Ei i j i
antra Energy Spain Promotion of projects Aer1 the field of 29.40% 20.40% 176 176
Translitlon, S.A, energy transition
Solatom CSP, S.L. Spain Use of heat as an energy source 7.15% 7.15% 250 - 250 -

(1)

capitalised acquisition costs,

The euros corresponding to “dividends received” are transtated at the exchange rate corresponding to the transaction date.
(2) This company has three permanent establishments in Greece, Italy, and Atbania
(3) Both companies are owned together with other international industrial partners. Their activity consists in the development and operation of infrastructure projects, such as the regasification plant
already operational in Altamira and the TAP project (declared Project of Cornmon Interest by the European Union).
(4) Iniciativas de Gas, S L. and Infraestructuras de Gas, S.L. each hold a 50% stake in Planta de Regasificacion de Sagunto Gas, S.A. Both companies are in turn affitiates of the Enagas Group, which
holds a 60% stake and an 85% stake in them, respectively. Thus, the indirect interest held by the Enagés Group in Planta de Regasificacion de Sagunto Gas, S.A- amounts to 72.5%. The dividend
distribution is carried out by Planta de Regasificacién de Sagunto Gas, S.A.

For those companies whose local currency is different to that of the Group, the euro (Note 1.3), the "net carrying amount” of the financial investment is shown in historic euros and includes the
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Balance sheet figures 2020

Thousands of euros

Figures for affiliate (1)(2)

Long-
term Remaining
equity

Cash Remaining Flnancial Rema
cash sh liabllitles abiliti

Gasoducto Al-Andalus, S.A. - 2,474 9,129 - 8,283 - - 3,320
Gésoducto de Extremadura, S.A. - 1,392 6,199 -— 5,528 - - = 2,063
Bahia de Bizkaia Gas, S.L. 190,150 30,513 17,603 (6,370) 72,960 117,124 34,810 14,488 5,253
Subgrupo Altamira LNG, C.V. 221,722 10,169 6,642 57 144,795 18,687 52,880 16,232 5,883
gif_"ducm de Morelos, S.A.P.1 de 220,016 10,876 7,966 (7,252) 37,346 112,753 71,322 187 24,502
Morelos EPC, S.A.P.L. de C.V. = 261 20 = 134 - — - 146
GNL Quintero, S.A. 1,708,646 414,056 27,104 (6,925) 869,629 846,470 343,743 70,310 26,579
EC Soto La Marina SAPI de CV 61,057 4,091 1,195 - 12,183 46,984 4,189 2,704 283
I’i"sp"rtadm de gas del Perd, 2,025,692 135,371 79,809 — 1,020,515 693,799 418,382 32,876 75,300
Trans Adriatic Pipeline, A.G. 4,798,641 75,841 200,793  (170,032) 1,273,505 3,448,971 369,055 8,171 145,605
z::::::?i’:“m I 48,504 8,855 21,122 - 27,786 - 7,279 - 43416
Tecgas, Inc. - 37 . —_ - 37 . - — - -—
EC Soto la Marina O&M SAPI de CV 1,698 191 73 - 128 1,644 — — 189
Morelos O8M, S.A.P.I de CV 151 603 143 = 567 e - - 330
Iniciativas de Gas, S.L. 976 491 5,000 = 6,461 - - - 6
2:‘;::&? ;ig.asmcadé" de 334,648 41,831 29,489 (5,051) 143,642 146,902 73,541 22,273 24,662
‘Mibgas, S.A. 179 1,855 53,417 - 2,973 - = - 52478
2*:5 to Move Transport Solutions, 5533 ggq 1,811 - a2 3324 2,415 - 1,726
AxentInf.Tel,S.A. 16355 2,668 6,355 = 7,769 1,664 =  — 15,946
Subgrupo Senfluga Energy 821,065 170,362 69,812 (8,195) 532,104 394,044 33,061 26,902 83,323
_Tnfrastructiire I B R R
Grupo Tallgrass Energy LP 7,665,598 345,642 316,708 — 2,917,808 4,193,037 781,774 — 435329
SEaB Power Ltd. 1,649 17 568 = 1,646 277 - 241 70

(1) Data provided as though companies were 100% invested, in accordance with IFRS.
(2) For those companies whose functional currency is different to the Group’s functional currency, the euro (Note 1.3), the balance sheet figures were translated at the
exchange rate prevailing at year-end.
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Income Statement figures 2020

Thousands of euros

Figures for affiliate (1)(2)

Company Income statement

Gasoducto Al-Andalus, S.A. 36,325 (7,269) ; (30) (5,550) (6,835) 16,640
Gasoducto de Extremadura, S.A. 24341 (2,274) 9 un (4,019  (5,984) 12,048
Bahia de Bizkaia Gas, S.L. 61,569 (15,403) 149 (7,000) (5,647) (16,380) 17,289
Subgrupo Altamira LNG, C.V. 65,517 (14,834) 1,951 (2,861) (15,766) (8,700) 25,306
Gasoducto de Morelos, S.A.P.I. de C.V. o 37,556 (16,041) 20 (9,417) (3,749) (686) 7,683
Morelos EPC, S.A.P.I. de C.V. . - - E - (26,906) (26,906)
EC Soto La Marina S.A.P.1. de C.V. 11,806 (4,629) 29 (1,640) (1,023) (3,118) 1,424
Transportadora de gas del Perd, S.A. 599,478 (156,364) 729 (52,702) (67,530) (186,040) 137,571
Trans Adriatic Pipeline, A.G. 91,132 (24,875) 59 (12,152) (12,218) 48,928 90,874
Compaiiia Operadora de Gas del Amazonas, S.A.C. 117,870 . (4,970) 48_ (657) (1,289) . (109,523) . 1,480
Tecgas, Inc. - - ~ . - = - - . N.D. N.D.
EC Soto la Marina O8M S.A.P.L de C.V. 1,79 = 0 (0 (49) (1,706) a1
Morelas O&M, S.A.P.I de C.V, 1,970 21 ER = (24) 1,727) 108
GNL Quintero 199,894 (53,805) 3,002 (45,634) (15,218) (35,297) 52,941
Subgrupo Senfluga Energy Infrastructure 230,961 . (5,017) - (18,944) (28,995) (97,232) 80,773
Tallgrass Energy LP 701,514 (220,838) - (222,209) 9,834 " 30,666
Iniciativas de Gas, S.L. - - = - - (35) (35)
Planta de Regasificacion de Sagunto, S.A. ' 72,813 (29,415) 345 (9,044) (4,759) (15,194) 14,746
Mibgas, S.A. 275 = = = 5 (352) 77
Gas to Move Transport Solutions, S.L. 9,965 (572) - (80) 664 (11,969) (1,993)
Vira Gas Imaging 150 ® - . i (268) (123)
Axent Inf. Tel., S.A. 1,516 (308) - z 2 (2,080) (872
SEAB Power Ltd. 445 (157) = (10) 65 (465) (122)
Solatom CSP, S.L. o 83 (23) = " - (148) (89)
UNUE Gas Renovable, S.L. - - - - 5 (16) (11)

(1) Data provided as though companies were 100% invested, in accordance with IFRS.
(2) For those companies whose local currency is different to the Group’s functional currency, the euro (Note 1.3), the income statement figures were translated at the
average exchange rate for the reporting period.
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Balance sheet figures 2019

Thousands of euros

Figures for affiliate {1)(2)

L Remaining
ong-term ™ ehand | Rem 9 i Financial [Remalning| Financial | Remalning
cash sho S liab es

Gasoducto Al-Andalus, S.A. 7,922 13,281 2,474 - 20,323 - - — 3,354
Gasoducto de Extremadura, S.A. 3,698 7,439 2,653 _ 11,384 - _ _ 2,406
Bahia de Bizkaia Gas, S.L. 210,219 38,892 9,168 (5,644) 74,614 138,147 25,816 14,833 10,513
Subgrupo Altamira LNG, C.V. 305,240 11,058 7,483 (29) 188,180 50,890 57,337 17,619 9,783
(C;.a;"d”cm ISIMOTEIONNS & P Tade 250,177 10,733 12,984 (4,079) 34,846 127,113 28,219 7,816 79,980
Morelos EPC, S.A.P.1. de C.V. = 318 18 = 173 = = - 163
GNL Quintero, S.A. 1,690,547 412,678 21,004 (41,455) 842,005 983,545 281,107 18,922 41,006
EC Soto La Marina SAPT de CV 76,577 3,029 3,295 = 23,940 - 2,053 56,155 754
Transportadora de gas del Perd, S.A. 2,403,726 100,432 77,257 — 1,216,300 785,394 495,012 16,507 68,201
Trans Adriatic Pipeline, A.G. 4,295,271 29,250 50,744  (89,713) 1,118,562 2,801,118 244,071 — 211,227
i;";zp::;’osp_ir_?:‘?m de Gas del 54,415 11,304 20,564 - 28,229 - 7,279 = 50,775
Tecgas, Inc. — 40 — —_ 40 — s - -
EC Soto la Marina O&M SAPI de CV 2,220 418 30 - 276 2,180 o N 212
Morelos O&M, S.A.P.I de CV 42 394 183 - 416 - - - 202
Iniciativas de Gas, S.L. 976 525 —_ _ 1,495 —_ - - 6
zljjta de Regasificacion de Sagunto, 30 500 40,700 16,614 (4,221) 163,913 204,414 52,878 24,142 4,489
Mibgas, S.A. 776 1,732 33,613 - 3,347 = = 31,715 1,059
;EE to Move Transport Solutions, 3,621 (213) 1,830 == 1,311 787 690 = 2,450
Axent Inf. Tel., S.A. 5,069 295 1,446 = 2,637 1,828 - 1,083 1,262
Is:flr’g;:'fr‘:mstz'::“ga Energy 838,547 139,468 80,786 (4,829) 492,584 422,382 44,025 42,160 62,478
Prairie Group 2,887,200 291,432 4,519 — 2,205,231 965,157 - = 12,763
Tallgrass Group 8,955,269 8,369 343,753 — 5,809,277 3,065,582 22,494 — 410,037
SEaB Power Ltd. 2,259 = 331 - 2,151 130 - 309 -

(1) Data provided as though companies were 100% invested, in accordance with IFRS.
(2) For those companies whose functional currency is different to the Group's functional currency, the euro (Note 1.3), the balance sheet figures were translated at the
exchange rate prevailing at year-end.
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Income Statement figures 2019

Thousands of euros

Figures for affiliate (1)(2)

Company
Income statement

Interest Interest Other Net profit
: ncome tax
income expense expenses and /(loss)

Gasoducto Al-Andalus, S.A. 35,790 (7,251) (5,245) (7,559) 15,734
Gasoducto de Ex-t;'en:adura, S.A. 24,255 (3,185) . - - (3,764) (6,022). 11,285
Ba.l’;ia de Bizkaia Gas, S.L. . 62,176. . (15,399) 151 (7,923-) .(10,055) R (17,285). 11,666
Subgrubo A.Itamira.LNG, C.v. 66,970 (15,417) 3,792 (4,840) (11,834) (12,939) 25,733
Gasoducto de Morelos, S.A.P.I. de C.V. 38,204 (13,148) —_— (11,607) (4,023) (2,497) 6,929
Morelos EPC, S.A.P.I. de C.V. = - — - e (5,022) (5,022)
EC Soto La Marina S.A.P.I. de C.V, 12,163 (4,724) 59 (2,786) . 618 (2,775) 2,555
EC Soto La I\;Iarina EIPC S.A.P.I.de C.V. . —_ - . — . --- = - —- . -
Transportadora de g.as del Perd, S.A. - 622,742 (156,662) 2,36.7 (61,409) o (%2.,828) (182,027) 152,184
Trans Adriatic Pipeline, A.G. — . (984) 475 (1,313) . (45) (37,414) i (39,281)
Compafiia Operadora de Gas del Amazonas,- S.A.C. 145,067 (680) 54 - _(27) (1,122) (140,525) . 2,764
Tecgas, Inc. - - - _ —_ N.D. N.D.
EC Soto la Marina O&M S.A.P.I. de C.V, 2,060 - = —= (46) (1,962) 52
Morelos O&M, S.A.P.1 de C.V. 1,732 (15) = - (28) (1,624) 66
GNL Qu.intero 188,658 . (56,714) 8,096 (46,607) (12,178) (48,270) 32,985
Subgrupo Senfluga Energy Infrastructurg -245,349 5,159 - - (19,5_83)” (33,640) (112,?36) 87,706
Prairie Group o —_ . i — 2,909 (60,5415 . —_ (238) . (57,870)
Tallgrass Energy LP 598,282 (188,226’;) - (108,907) o 24,589 21,360 347,099
Iniciativas de Gas, S.L. —_ - .-— -_ . — - .(72) . (72)
Planta de Regasificacion de Sagunto, S.A. 74,880 (29,453) 376 (10,139) (4,986) (15,733) 14,946
Mibgas, S.A. 4,113 (45) - - (117) (3,801) 150
Gas to Move Transport Solutions, S.L. 4,457 (161) = (38) 582 (6,586) (1,746)
Vira Gas Imaging . . 431 = == -_ 11 (475) (34)
Axer;t Inf..1.'.el., S.A.. 786 n (173) 2 (79) = (1,494) (959)
SEAB Power Ltd. . B 241 - . —- = —-. (230) 11

(1) Data provided as though companies were 100% invested, in accordance with IFRS.
(2) For those companies whose functional currency is different to the Group’s functional currency, the euro (Note 1.3), the income statement figures were translated at
the average exchange rate for the year.
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Appendix III. Regulatory
framework

a) Economic sustainability of the gas system
and remuneration framework for the first

regulatory period (2014-2020)

The general remuneration framework applicable from 2002, based
on the Hydrocarbons Law 34/1998 of October 7, and later
developments of said law, was updated subsequent to the
promulgation of Law 18/2014 of October 15, on approving urgent
measures for growth, competitiveness, and efficiency.

The basic principles of this new framework, which is applied to the
remuneration period in force until 2020, are as follows:

® The principle of economic and financial sustainability of the
gas system is established as a guiding principle for actions
conducted by Public Administrations and other subjects
participating in the gas system. By virtue of said principle, any
regulatory measure with respect to the sector which involves
an increased cost for the gas system or a reduction of income
must incorporate an equivalent reduction in other cost items
or an equivalent increase in income which ensures equilibrium
in the system. In this manner, the possibility of deficits
accumulating Is definitively eliminated.

This principle of economic and financial sustainability must be
understood in such a manner that income coliected in
connection with the use of the facilities can cover the totality
of costs generated by the system. The regulated remuneration
methodologies in the natural gas sector consider the
necessary costs for a company to manage its activities well
and efficiently in accordance with the principle for performing
its activities at the lowest cost for the system.

This principle is reinforced with the establishment of
restrictions relating to the appearance of temporary annual
imbalances, establishing a rebalancing mechanism via the
obligation for automatic reviews of the corresponding tolls and
royaities if certain thresholds are exceeded. The thresholds
introduced allow for deviations deriving from one-off
circumstances or volatility affecting gas demand which, as
such, may be reversed in the following period without the
need to modify the tolls and royalties, while guaranteeing that
mismatch levels that could place the system’s financial
stability at risk cannot be reached.

e Regulatory periods of six years are fixed to establish the
remuneration of regulated activities, providing regulatory
stability for said activities.

The first regulatory period terminates on December 31, 2020.
From January 1, 2021, the subsequent consecutive regulatory
periods will each last six years.

b) Remuneration of transmission,
regasification and storage activities

The remuneration system for transmission, regasification, and
storage facilities was established under harmonised principles
adapting the net carrying amount of the asset as a basis for
calculating the remuneration on the investment. It also
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incorporates a variable remuneration based on the transmitted,
regasified or stored gas, and the type of asset, with elimination of
any procedure for automatic revision of values and remunerative
parameters based on price indices.

The methodology on which the current remuneration framework is
based, is the following:

L]

Remuneration is comprised of a fixed portion for availability
(RA) of the facility and a variable portion for supply continuity
(RCS).

The fixed portion for availability (RA) includes operation and
maintenance costs for each year, amortisation and financial
remuneration calculated by applying the annual net value of
the investment and the financial remuneration rate
determined for each regulatory period.

Inclusion of the variable portion for supply continuity (RSC) in
the remuneration for the facilities balances income and system
costs by linking part of said costs to the changes in demand.
This portion is based on the total changes in domestic
consumption of natural gas, excluding supply through satellite
plants, of regasified gas and the change in the useful gas
stored.

Once the regulatory useful life of the facilities has elapsed, and
in those cases in which the asset remains operational, the
operating and maintenance costs are established as fixed
remuneration, increased by a coefficient based on the number
of years by which the facility exceeds the regulatory useful
life, not accruing any amounts as investment remuneration.

b.1) Accredited fixed cost Remuneration for
Availability (RA)

This cost is determined individually for each of the assets in
production. This parameter compensates the investment and
operating costs of the assets used for operating in the gas system.

b.1.1. Remuneration for investment costs is comprised of the
following:

Value of assets recoanised. The amounts recognised for assets

in the previous regulatory framework are maintained. For
facilities commissioned before 2002, the corresponding
amounts are calculated based on the carrying amounts of the
assets once the accounting restatement of 1996 is taken into
account (Royal Decree-Law 7/1996), less grants received for
the purpose of financing said assets, applying a restatement
coefficient comprised of the adjusted average Consumer Price
Index (CPI) and Industrial Price Index (IPRI) to this difference.

For the new facilities commissioned from 2002, the standard
value of each investment as established by the regulator is
used, while for those which require expansion, the real cost is
used.

Given that there are no standard values for investments in
underground storage facilities, they are also measured at real
cost.

Transmission facilities commissioned from 2008 are measured
by taking the average of the standard value and real cost.

Regasification facilities commissioned from 2006 are measured
at real cost plus 50% of the difference between the standard
value and said real cost, up to a maximum of the standard
value.
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e Remuneration for amortisation of system assets. The value of
the resulting amount recognised for the investment is
amortised applying a rate corresponding to its useful life,
obtaining the related income in this manner.

The new framework maintains the useful lives of the assets
except for gas pipelines, which are attributed a useful life of
40 years for all facilities, regardless of when they were
commissioned.

e Financial remuneration of the amount invested. This item is
calculated by applying a financial remuneration rate to the net
carrying amounts of the assets without restatement. During
the first regulatory period, the remuneration rate for assets
relating to transmission, regasification, and basic storage with
a right to remuneration on account of the gas system will be
the average of the returns generated by the ten-year
government bonds in the secondary market among titleholders
of unsegregated accounts with respect to the previous 24
months preceding the regulation becoming effective, increased
by a spread of 50 basis points. The financial remuneration rate
for the regulatory period was set at 5.09% (ratified by Law
8/2015, of May 21).

e Remuneration for fully amortised assets. Once the regulatory
useful life of each fixed asset finalises, if the asset is still in
use, the remuneration accrued for said facility corresponding
to remuneration for investment, amortisation, and financial
remuneration will be nil. In contrast, remuneration for
operation and maintenance of the asset “i” each year “n" will
be increased. In this manner, the value recognised will be the
amount corresponding to it multiplied by a coefficient for
increasing its useful life, Hin.

b.1.2. The remuneration for operating costs of the transmission
and regasification assets is calculated by applying the operating
unit costs of operation and maintenance in force, regardless of the
start-up date of the fixed asset. For underground storage assets
and for others for which the application of a singular system is
determined, operating costs are calculated based on the actual
costs audited.

b.2) Remuneration for continuity of supply (RCS)

Remuneration for continuity of supply (RCS) is calculated as a
whole for each of the activities: transmission, regasification, and
underground storage.

The remuneration for this item in a year “n” is calculated in all
cases from the remuneration of the previous year, “n-1",
multiplied by an efficiency factor (it is fixed at a value of 0.97 for
the first regulatory period) and the variation in demand (excluding
the supply through satellite plants in the facilities of the gas
transmission pipeline network, considering the variation in total
gas demand issued by all the regasification plants of the gas
system and considering the variation of useful gas stored at
November 1 of the corresponding year in storage facilities).

Remuneration for continuity of supply which results for each
activity in year *n” will be divided among each of the facilities “i”
which remain in operation, based on a coefficient, ai, which results
from dividing the replacement cost of facility “i” by the sum of the
replacement costs for all facilities. This replacement cost is
calculated based on the prevailing unit investment costs, except
for singular facilities and underground storage, for which the

investment value will be used.
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b.3) Variable accredited cost for regasification and
transfer of LNG to tankers

It is determined on the basis of the kWh actually regasified as well
as those loaded into LNG tanks in each period and the variable
unit value of regasification in the period considered increased for
each plant and service, for the assets that have exceeded the
regulatory useful life, by their corresponding useful life extension
coefficients. These useful life extension coefficients are set in the
CNMC Resolution published at the end of each year for the
following year.

For the LNG vessel loading services from regasification plants or
cooling down vessels, a cost is recognised identical to the variable
cost of truck loading. For ship-to-ship transfer the cost is 80% of
said value.

c) Income corresponding to Technical
Management of the System (GTS)

Income from this activity is calculated annually based on the
accredited cost for each year and is meant to repay the obligations
of Enagds GTS, S.A.U. as Technical Manager of the System, which
includes coordinating the development, operation, and
maintenance of the transmission network, supervising the security
of natural gas supply (storage levels and emergency plans),
carrying out plans for future development of gas infrastructure,
and controlling third-party access to the network.

The fee for the remuneration of the Technical Manager of the
System for 2020 to be collected from companies that own
regasification, transmission, storage, and gas distribution facilities
as a percentage of billing for tolls and royalties relating to third-
party network access rights amounted to 0.8% until March 6 and
0.785% from March 7. This fee is paid into the CNMC account held
for this purpose by said companies within the deadlines and in the
manner established in the settiement procedure.

The previous percentage over billing is calculated based on the
result of applying maximum tolls and royalties to the amounts
invoiced, without deducting possible discounts which may have
been agreed upon by the owners and users of the facilities.

Notwithstanding the above, the remuneration recognised for the
Technical Management of the System for 2020 in accordance with
the Resolution of February 26, 2020, of the National Commission
of Markets and Competition, which establishes the quota for
financing the technical manager of the system for 2020, amounts
to 25,007 thousands of euros.

d) Tolls associated with third party access to
the gas system

The revenues collected from the application of tolls for third party

access to gas facilities are exclusively used to support the

remuneration of regulated activities for gas supply. As gas system

revenues are used to finance all gas system costs, they must be
sufficient to meet the full costs of the gas system.

The tolls and royalties are established so that their setting
responds as a whole to the following principles:

® Ensure the recovery of the investments made by the
titleholders during their useful life.

e Allow a reasonable return on financial resources invested.
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e Determine the operating costs remuneration system in a way
that encourages effective management and improvement of
productivity that should be partly passed on to users and
consumers.

In addition, tolls and royalties will take into account the costs
incurred by the use of the network in a way that optimises the use
of infrastructures and can be differentiated by pressure levels,
consumption characteristics and duration of contracts.

In the same way as for the other years since the current
regulatory period came into force, for 2020 and until October 1,
the same pre-tax amounts of tolls and royalties for the use of
network facilities have been applied for the basic network for
secondary transmission and distribution of natural gas that were
set in Order 1ET/2446/2013, of December 27. This means that
tolls have remained at the same values since 2014.

From October 1, 2020 to September 30, 2021, the toll values
published by the National Commission on Markets and Competition
in its Resolution of September 22, 2020, establishing the tolls for
access to the transmission networks, local networks and
regasification from October 2020 to September 2021, are
applicable, due to the entry into force of Circular 6/2020, at which
time the powers are adapted as indicated in Royal Decree 1/2019
and the National Commission on Markets and Competition is
authorised to issue this resolution under Article 7.1 bis of Law
3/2013 of June 4.

e) System of settilement of costs and
regulated revenues

The billing and collection of the remuneration of regulated
activities are subject to the settlement procedure established
through Ministerial Order ECO/2692/2002, of October 28, which
regulates procedures for the settlement of the remuneration of
regulated activities and establishes the information system that
companies must present.

It is understood that there are annual mismatches between
revenues and costs of the gas system if the difference between
income and the payable costs of a financial year results in a
negative amount.

Law 18/2014, of October 15, establishes the principle of economic
and financial sustainability in the gas system. In accordance with
this principle, revenues from the system will be used exclusively to
sustain own remuneration of the regulated activities concerning
the supply of gas and, furthermore, the revenues must be
sufficient to satisfy all of the costs incurred by the gas system. In
addition, in order to ensure economic sufficiency and avoid the
appearance of new deficits ex ante, all regulatory measures
relating to the gas system which involve an increase in costs for
the system or a reduction of income must incorporate an
equivalent reduction in other cost items or an equivalent increase
in income which ensures equilibrium for the system.

In addition, the current remuneration framework establishes a
specific methodology for resolving temporary imbalances between
revenues and costs of the system, with a series of measures
aimed at definitively ending the deficit of the gas system, such as:

& Aslong as there are annual amounts pending payment from
previous years, tolls and royalties cannot be revised
downwards, but will be increased if there are negative
mismatches that exceed a set limit.

"

e A period of several years is established for the recovery of
imbalances, also recognising financial costs to the companies
regulated by the financing of these imbalances, in such a way
that the subjects shall recover:

The accumulated deficit of the gas system at December 31, 2014
during the fifteen years following the date of approval of the final
settlement of that financial year, recognising an interest rate in
conditions equivalent to those of the market. And the temporary
imbalances between income and expenses resulting for 2015
during the following five years, also recognising an interest rate in
conditions equivalent to those of the market.

These imbalances amounted to 27.2 million euros, 90 million
euros and 24.8 million euros in the years 2015, 2016 and 2017,
respectively. Interest rates of 0.836% for 2015, 0.716% for 2016
and 0.923% for 2017 are applied in calculating the yearly amounts
for these imbalances, as set forth in Order TEC/1367/2018.

If the annual mismatch between revenues and recognised
remuneration is positive, the amount will be used to settle the
outstanding annual payments relating to mismatches from
previous years. This amount will be applied first to the temporary
imbalances between revenues and costs of the system and then to
those annual payments relating to the accumulated deficit of the
gas system at December 31, 2014,

In turn, Article 9 of Order TEC/1367/2018, of December 20,
establishes priority for the existence of various temporary
imbalances with balances pending amortisation. In particuiar, it is
established, on the one hand, that early repayment shall apply
firstly to those with an associated higher interest rate and, on the
other hand, that the distribution of the early repayment among
rights-holders shall be proportional to the amount of the right they
hold. In this sense and, given that in 2019 the annual mismatch
between income and remuneration resulted in a surplus of
353,859 thousands of euros, the collection right pending receipt
for the 2016 mismatch (33,475 thousands of euros) has been fully
amortised and the 2014 mismatch (320,384 thousands of euros)
has been partially amortised.

f) Adequacy of powers between the
Government and the Regulator: Second
regulatory period (2021-2026)

In 2019, the basis for determining the framework of the gas

system applicable during the 2021-2026 regulatory period will be
established.

The process begins with the publication in the Official State
Gazette - BOE of RD-Law 1/2019 on urgent measures to adapt the
CNMC's powers, where the basic legislation of the electricity and
gas sectors is modified in order to perform a distribution of powers
between the Government and the CNMC to adapt them to the
requirements of EU law.

In this distribution of powers, the CNMC receives the transfer of
all powers related to:

e Toll and remuneration methodologies in transmission,
distribution and LNG plants, as well as the establishment of
their values.

® Remuneration parameters and asset bases.
¢ GTS methodology and remuneration

e Determining the price for use of network connection facilities
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e Approving the NGTS in relation to the balance system,
programming, international connections and losses

Furthermore, the Ministry will be responsible for:
e Establishing energy policy guidelines (Order TEC/406/2019)

e Methodology for calculating royaities and remuneration of
basic services for access to Underground Storage Facilities and
approval of their values

e Determining TUR rates

e Structure and methodology of the charges for costs of facilities
not associated with the use of these facilities (CNMC rate,
deficit annuities, regulated remuneration of Mibgas, etc.).

e Approval of the NGTS related to supply assurance, emergency,
gas quality and input/output control.

In order to guarantee the proper functioning of both institutions, a
Cooperation Committee is created between the Ministry and the
CNMC, a transitional regime is established to ensure an orderly
transfer of functions and to avoid affecting the legal security of the
parties operating in the sectors, and the bases for the next gas
and electricity remuneration period are developed.

The CNMC, within the scope of its regulatory powers, must take
into account the strategic priorities established by the
Government, which are embodied in energy policy guidelines
adopted by order of the head of MITECO.

In these energy policy guidelines the government:

e Is committed to regasification plants, promoting their
competitiveness with respect to other international plants,
favouring international connections and committing to a deep
and liquid LNG market.

e Is positioned in favour of biomethane and other renewable
gases, with special mention of the injection of hydrogen
generated from renewable electricity.

® Encourages the extension of the operation of those facilities
that have exceeded their useful life in terms of remuneration.

e Discourages investment in new infrastructure except for assets
that are necessary to ensure the supply of the whole system
or that are strategic for meeting energy policy objectives.

To comply with RDL 1/2019, the CNMC has established a scheduie
for the publication of circulars to be developed throughout 2019.

As regards remuneration, the CNMC must publish the following
circulars to update, for the second regulatory period, the
remuneration model in force, as well as the system of access tolls
for each of the services provided by the facility, taking into
account the infrastructures involved in the provision of each
service:

e Circular establishing the methodology for calculating the
financial remuneration rate of electricity transmission and
distribution and regasification activities, transmission and
distribution of natural gas, corresponding to Circular 2/2019 of
November 12.

e Circular establishing the methodology for the remuneration of
the technical manager of the gas system, Circular 1/2020,
January 9.

2\
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e Circular establishing the methodology for the calculation of
tolls for the regasification, transmission and distribution of
natural gas.

e Circular establishing the methodology for the remuneration of
regulated natural gas transmission and regasification
activities, corresponding to Circular 9/2019 of December 12.

In the operational field, it shall publish the following circulars with
the aim of encouraging and facilitating competition, promoting
greater use of gas infrastructure, harmonising, simplifying and
establishing a transparent and competitive mechanism for the
allocation and use of capacity, making the operations of agents
more flexible and resolving situations of congestion at
regasification plants, as well as contemplating measures to
regularise the physical imbalance of LNG at regasification plants
and in underground storage:

e Circular establishing the rules for natural gas balance, Circular
2/2020, January 9

e Circular establishing the access and capacity allocation
mechanisms to be applied in the natural gas system,
corresponding to Circular 8/2019 of December 12

g) Remuneration of LNG transmission,
regasification and storage activities in the
second regulatory period 2021-2026

In accordance with the aforementioned adequacy of powers
between the Government and the Regulator, the CNMC published,
at the end of 2019, Circular 9/2019 establishing the remuneration
system for transmission and regasification activities. The proposed
methodology opts to maintain the principles established in the
current regulatory framework, defined in Law 18/2014, adapting
them to current gas market conditions, while establishing an
orderly and progressive transition between the two remuneration
frameworks.

The review of the remuneration framework established by this
Circular was completed with the approval by the CNMC, on
December 2, 2020, of Circular 8/2020, which establishes the unit
reference values for investment and operation and maintenance
for the period 2021-2026, as well as the minimum criteria for
audits of investments and costs at natural gas transmission
facilities and LNG plants.

The basic principles maintained in the new remuneration
framework are as follows:

e Establish remuneration appropriate to a low-risk activity.

e Ensure the recovery of the investments made by the
titleholders during their useful life.

e Allow a reasonable return on financial resources invested.

e Determine the operating costs remuneration system in a way
that encourages effective management and improvement of
productivity that should be partly passed on to users and
consumers.

e Contribute to the economic and financial sustainability of the
natural gas system.

e Consider the costs necessary for performing the activity by an
efficient and well-managed company in accordance with the
principle of performing the activity at the lowest cost to the
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gas system with homogeneous criteria throughout Spain,
notwithstanding the specific arrangement provided for island
and extra-peninsular territories.

From a methodological perspective, the following aspects are
maintained in the new framework:

® Remuneration continues to be calculated individually for each
facility.

® The net carrying amount of the asset is maintained as the
basis for calculating the return on investment

® Any procedure for automatic adjustment of values and
remuneration parameters according to price indices is
removed.

® Depreciation continues to be calculated on a straight-line basis
and the useful lives of the assets are maintained.

® The operating and maintenance costs of facilities that are
individually remunerated continue to be calculated on the
basis of the unit costs in force established in Circular 8/2020
for the facilities to which these unit reference values apply and
on the basis of the audited costs for the individual facilities.

What has disappeared for the second regulatory period is the mid-
term review of remuneration parameters.

The new methodology shares many components with the current
one, but also has new ones as well as calculation particularities in
existing components.

To ensure the visibility of the joint impact of the review of the
remuneration framework and the new unit values, the Justifying
Memorandum of CNMC Circular 8/2020, of December 2 updated
the estimate of the average annual economic impact during the
period 2021-2026 of the methodology proposed in Circular
9/2019, for the gas system as a whole, using the new demand
values for 2020 and the new unit values. According to the
aforementioned Report, there was an average annual reduction of
approximately 138 million euros over the remuneration that would
result from maintaining the current methodology, which
represents a reduction of 12%. Although the 2020 Report does not
break down the impact by activity, it is considered that most of
the impact corresponds to transmission. According to the data in
the 2019 Report, the reduction was 3% for regasification and 14%
for transmission.

One of the most significant novelties, although it has practically no
material impact, is that in order to allow the temporary
coordination of remuneration with the methodology of tolls and
royalties, in accordance with the European Commission Regulation
the remuneration is now calculated per gas year.

The gas year for which the remuneration of the facilities is
determined runs from October 1 of year “n-1” to September 30 of
year “n”, both inclusive, with the exception of 2021 which starts
on January 1, 2021.

The remuneration accrued in one year for gas by each company
that owns natural gas transmission facilities and liquefied natural
gas plants will be the result of adding up the following
remuneration components for each of its facilities:

e Return on investment (RINV) which aims to recover the
investments made and to obtain a reasonable return.
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¢ Remuneration for operation and maintenance of the facility
(RO&M).

e Productivity and efficiency remuneration adjustments (ARPE)

® Remuneration for facilities in special administrative situations
(RSAE)

e Remuneration for investment in facilities with cross-border
impacts resulting from the application of Article 12 of
Regulation (EU) No. 347/2013, (RIIT).

Each of these components is presented below;
g.1) Return on investment (RINV)

It is determined for each of the assets in production entitled to
individual remuneration and is intended to provide remuneration
for investment costs. Investment remuneration includes
amortisation, financial remuneration and remuneration for
minimum gas filling, which remain practically the same as in the
current framework, and remuneration based on the gas vehicle.

Remuneration for investment costs is comprised of the following:

e Value of assets recognised. The values recognised in the

current framework for assets brought into operation are
maintained. For facilities commissioned before 2002, the
corresponding amounts are calculated based on the carrying
amounts of the assets once the accounting restatement of
1996 is taken into account (Royal Decree-Law 7/1996), less
grants received for the purpose of financing said assets,
applying a restatement coefficient comprised of the adjusted
average Consumer Price Index (CPI) and Industrial Price Index
(IPRI) to this difference.

For the new facilities commissioned from 2002, the standard
value of each investment as established by the regulator is
used, while for those which require expansion, the real cost is
used.

Transmission facilities commissioned from 2008 are measured
by taking the average of the standard value and real cost.

Regasification facilities commissioned from 2006 are measured
at real cost plus 50% of the difference between the standard
value and said real cost, up to a maximum of the standard
value.

The new framework does present a novelty for the
regasification facilities to be launched from 2020 as they will
be valued as transmission facilities. That is, at the average
cost between the standard value and the actual cost, without
limiting it to the standard cost.

The resulting value is reduced by the amounts transferred and
financed by third parties, 90% of the amounts obtained from
the sale of dismantled equipment and the subsidies received
(90% |if they come from the European Union).

Another aspect of the new framework, applicable to
transmission and regasification facilities, is that the unit
investment reference values in force at the time of obtaining
authorisation for the facilities will be applicable to new facilities
that come into operation from 2021 onwards. Previously,

these were the unit values in force when the commissioning
certificate was obtained.
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Remuneration for amortisation of system assets (A). The value
of the resulting amount recognised for the investment is
amortised applying a rate corresponding to its useful life,
obtaining the related income in this manner.

In the new framework, the useful lives of the assets in the
current framework are maintained, except for the secondary
pumps of the regasification plants (which go from 20 to 10
years). In addition, for new facilities, the remuneration for
amortisation starts to accrue from the date of commissioning
of the facility. This is different from the current framework, as
the accrual for transmission facilities started on January 1 of
the year following the commissioning. The remuneration is
accrued until the facility is depreciated.

Depreciation is calculated for the facilities of the trunk network
and regasification plants commissioned prior to January 1,
2021 and for primary transmission pipelines of local influence
with administrative authorisation prior to January 1, 2021.

Financial remuneration of the amount invested (FR). Itis
calculated by applying a financial remuneration rate to the net
carrying amounts of the assets without restatement and
accrues until the net value is zero.

From the second regulatory period onwards, the remuneration
rate on the transmission and regasification assets is no longer
indexed to the government’s bonds, but is established on the
basis of the average WACC capital cost of the transmission
and regasification activity. For the second period, the rate was
established in Circular 2/2019 and was set at 5.44%.

The financial remuneration is calculated for facilities with
individualised remuneration with the right to remuneration by
amortisation and begins to accrue from the same date as the
latter.

Financial remuneration for heel gas and minimum fill
(RENMLL). The calculation method of the current framework is
maintained. The remuneration is calculated by applying the
financial remuneration rate to the purchase value of the gas
and has no amortisation. It starts to accrue from the later of
the date of purchase of the gas and the date of commissioning
of the facility until the closure of the facility or the delivery of
the gas to the GTS for use as operating gas.

Remuneration based on the gas transmitted or processed
(RGV). This remuneration is applied to the primary

transmission facilities in the local area of influence awarded by
competition and to new regasification plants and primary gas
pipelines in the area of influence directly authorised after
December 31, 2020. The annual remuneration Is that which
results from multiplying a unit remuneration coefficient by the
gas transmitted or processed annually and is accrued from the
date of commissioning. In no case may the RGV remuneration,
in each gas year, be greater than the amounts invoiced for
tolls and royalties.

For facilities awarded by competition, the unit remuneration
(ROC) is that offered by the company awarded the contract.

For facilities awarded directly (RUM), the unit remuneration is
the average remuneration calculated as the sum of the
amortisation and financial remuneration during the useful life
of the project divided by the sum of the annual gas volumes
foreseen by the owner of the facility when the economic
justification of the project was presented for award. For these

an
enadgas

facilities, given that the remuneration risk is greater than for
the trunk facilities, the financial remuneration rate is increased
by a differential provisionally set at 0.39%, resulting in a rate
of 5.83%.

The RGV remuneration is accrued until the present value of
the sum of the recognised annual remuneration, discounted at
the previous remuneration rate, is at the present value of the
recognised investment.

g.2) Remuneration for operation and maintenance
of the facilities (RO&M)

For transmission and regasification assets to which the standard
unit costs apply, the remuneration for operation and maintenance
is calculated by applying the reference unit costs of operation and
maintenance in force, regardless of the date of commissioning of
the fixed asset (COMw).

For the second regulatory period 2021-2026, the standard unit
costs are those published in Circular 8/2020.

For one-off assets, costs are calculated on the basis of actual
audited costs (COMsing).

Apart from the above costs, other costs not included in the unit
reference values (OCOM) are also recognised and will be
recognised on the basis of their audited cost. These costs inciude:

e Direct and indirect capitalised operating expenses. When the
capitalised expenses exceed 250,000 euros, they will be
recognised with amortisation and financial remuneration based
on their audited investment value, considering a useful life of
2 years. In these cases, the accrual will occur from January 1
of the year following their commissioning. Capitalised
expenses below this limit will be recognised as an expense for
the year up to the limit established by the CNMC.

e The acquisition cost of the operating gas for transmission and
of the odorant.

e The cost of electricity supply for LNG plants and for electric
motors in compressor stations. In the case of the
regasification plants this audited cost replaces the variable
remuneration existing in the current framework.

e The cost increases from January 1, 2021 for municipal fees for
public domain occupancy and for port fees for port domain
occupancy.

g.3) Remuneration for adjustments to productivity
and efficiency (ARPE)

Under this item, facilities that are at the end of their useful life
(REVU) are remunerated, as are the transitional remuneration for
continuity of supply (RCS), the remuneration for efficiency in
operating and maintenance costs (RMP) and the remuneration for
Incentives to shrinkage reduction (IM) and promote gas in
maritime and land transport. The items included are the following:

e Remuneration for extension of useful life for full reciated
assets (REVU). Once the regulatory useful life of each fixed
asset finalises, if the asset is still in use, the remuneration
accrued for said facility corresponding to remuneration for
investment, amortisation, and financial remuneration will be
nil. In contrast, remuneration for operation and maintenance
of the asset “i” each year “n” will be increased. In this manner,
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the value recognised will be the amount corresponding to it
multiplied by a coefficient for increasing its useful life, pn. This
coefficient is gradually increasing, the starting value being
higher than the current remuneration framework, from 0.15 to
0.3.

e Remuneration for continuity of supply (RCS). A transitional
remuneration is established for the RCS during the 2021-2026

regulatory period. The RCS is no longer indexed to the
variation in demand or regasification but is calculated on the
basis of the RCS recognised in the year 2020, adjusted by the
following coefficients for the different gas years of the second
regulatory period. % of 95% for 2021, 80% for 2022, 65% for
2023, 50% for 2024, 35% for 2025 and 20% for 2026.

° muneération for pro vt nts in operating an
maintenance costs in regulatory periods (RMP). This item
intends to allow the carrier to retain part of the operating and
maintenance cost efficiencies achieved over the previous
regulatory period and is calcutated per company, which is
currently set at 50%. Under this item, the company is
attributed 50% of the reduction in costs in the current
regulatory period with respect to the unit costs of the previous
regulatory period.

e Shrinkage reduction incentive (IM). The same methodology is

applied as at present until it is reviewed by the CNMC. To this
end, the CNMC is expected to approve a new Circular in 2021
to establish the methodology for calculating this incentive.

e Incentive remuneration for the development of natural gas In
maritime and land transport (IDS). This incentive aims to
promote the use of natural gas as a fuel in maritime and land
transport and is calculated by muitiplying the gas invoiced for
service stations connected to the transmission network and
the LNG invoiced in regasification plants for use as maritime
fue! by unit coefficients, which in both cases is 0.50
euros/ MWh.

g.4) Remuneration for facilities in special
administrative situations (RSAE)

This remuneration is applicable to the Musel plant whose
authorisation processing is currently suspended and corresponds
to a transitional remuneration sum of the financial remuneration
calculated on the standard investment value and the actual
audited operation and maintenance costs.

It also applies to regasification plants with a unique and temporary
financial regime such as the provision of LNG logistics services, in
accordance with Article 60.7 of Law 18/2014, which will be defined
by the CNMC in due course.

g.5) Remuneration for investments with cross-
border impacts (RIIT)

This item is aimed at remunerating any costs that a carrier may
incur as a result of the cross-border distribution of investment
costs for a project of common European interest, as established in
Article 12 of Regulation (EU) 347/2013 of the European Parliament
and of the Council, of April 17, 2013.

Pipelines which affect reverse flow capacities or change the
capacity to transport gas across the borders of the Member States
concerned by at least 10% compared to the situation prior to the
project is put into service may, in the case of natural gas, be
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considered as a project of common interest as set out in Appendix
II to this Regulation. In the case of storage of natural gas,
liquefied natural gas (LNG) or compressed natural gas (CNG), they
will be considered as a project of common interest when the
project is intended for the direct or indirect supply of at least two
Member States or for compliance with the infrastructure standard
(n-1) at regional level, in accordance with European Regulation
2017/1938 on Security of Supply.

g.6) Introduction of the principle of financial
prudence

For the purpose of incorporating a principle of financial prudence
required of the holders of transmission assets and liquefied natural
gas plants, a penalty is established for companies whose ratios are
outside the recommended value ranges set forth in the CNMC
Communication 1/2019.

Accordingly, a company’s annual remuneration in calendar year n
could be reduced by up to 10% if the overall ratio defined in that
communication, calculated on the basis of the financial statements
for year n-2, is less than 0.9. However, this penalty would not be
applicable until 2024, based on the 2022 financial statements.

h) Remuneration for underground storage
activity

In accordance with Royal Decree 1184/2020, of December 29,
which establishes the methodologies for calculating charges in the
gas system, the regulated remuneration of basic underground
storage facilities and the fees applied for their use, the
remuneration of the owners of basic underground storage facilities
shall be determined per gas year, prior to the start of the gas year
and in accordance with the methodology established in this Royal
Decree 1184/2020, of December 29, following a report by the
National Commission of Markets and Competition and the
agreement of the Government’s Delegated Commission for
Economic Affairs.

In general, the remuneration methodology for underground storage
is consistent with that established by the CNMC for transmission
activities and LNG plants, although there are some differences due
to the specific nature of underground storage facilities.

Other differences include the absence of unit reference values for
investment and operation and maintenance, as well as the fact that
the starting coefficient established for calculating the remuneration
for the extension of useful life remains at 15%, compared to 30%
for other activities. This difference is justified precisely because the
operation and maintenance costs of each underground storage
facility are established on the basis of their real audited costs and
not on the basis of a reference unit value.

The annual remuneration of each company will be obtained as the
sum of the individual remunerations of all the storage facilities it
owns. The titleholders of basic underground storage facilities shall
be entitled to the following remuneration:

. Remuneration for investment in facilities with individualised
remuneration and in the purchase of gas for use as cushion
gas.

. Provisional remuneration for operation and maintenance costs.

. Remuneration for life extension.

. Remuneration for productivity improvements.

. Transitional remuneration for continuity of supply, In
accordance with the second transitional provision.
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° Review, if applicable, of the provisional operation and
maintenance remuneration.

Another novelty of the new remuneration framework is that it
establishes a greater level of detail in the definition of the useful
life of investments in underground storage facilities. Thus,
previously a useful life of 20 years was established for all
investments, but now a distinction is made between useful lives of
10 years for research and vehicles, 20 years for facilities, off-shore
platforms, vessels, helicopters and cushion gas, 40 years for gas
pipelines and 50 years for onshore civil works.

The remuneration of each holder will be reduced according to the
related income obtained, and by application of the penalty for
insufficient financial prudence, calculated in accordance with
Article 27 of Circular 9/2019, of December 12, of the National
Commission of Markets and Competition, which establishes the
methodology for determining the remuneration of natural gas
transmission facilities and liquefied natural gas plants.

Pursuant to the provisions of additional provision seven of Order
ITC/3802/2008, of December 26, which establishes the tolls and
fees associated with third-party access to gas facilities, for each gas
year up to and including calendar year 2039, the annual
remuneration of the storage facilities owned by Enagas Transporte,
S.A.U. shall be reduced by 705,329 euros.

i) Income corresponding to Technical
Management of the System (GTS)

Remuneration recognised in the second regulatory
period 2021-2026

In accordance with the adequacy of powers between the
Government and the Regulator, the CNMC published, at the
beginning of 2020, Circular 1/2020, establishing the methodology
for the remuneration of the Technical Manager of the System.

This establishes a methodology that allows the remuneration of
the GTS to be set on the basis of known criteria and parameters,
thus giving the remuneration framework the transparency,
security and visibility in the medium-term that it lacked.

The Circular establishes regulatory periods of 3 years for the GTS,
as opposed to 6 years for transmission and regasification
activities.

The new remuneration methodology is based on the following
principles:

. Obtaining a reasonable return for a low-risk activity.

o Consideration of the costs incurred by an efficient and well-
managed company.

The methodology takes into account that the activity of the GTS
requires few assets, basically in software and applications, that its
costs correspond mainly to personnel and external services costs,
and that its activity is strongly conditioned by European
regulations and projects, in a changing and evolving environment,
to which it must continuously adapt.

The remuneration is the sum of a basic remuneration (Bret), an
incentive remuneration (RxInc), a remuneration for new
obligations (CR) and a remuneration (D) for the difference,
positive or negative, between the amounts received by the
technical manager of the system for the application of the quota
for the financing of the remuneration and the annual remuneration
to be established for year n and for the difference between the
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estimate of the incentive remuneration term and the amount
resulting from the level of compliance with it (the National
Commission of Markets and Competition will determine by
resolution the level of compliance with the incentives for year n)

The basic remuneration is made up of:

. Remuneration for OPEX, (BOpex): based on financial and
regulatory accounting.

o Margin on recognised OPEX, (BMarg_Opex), set at 5%.

. Remuneration for depreciation, (BAmort), based on the
depreciation of financial and regulatory accounting.

. Financial remuneration, (BRF) by applying a remuneration
rate to the net asset value. The rate is the same as for
transmission and regasification activity, 5.44% for the period
2021-2026.

Remuneration for incentives that can be up to +- 5% of the basic
remuneration, depending on the incentive mechanism established
by the CNMC for each regulatory period. However, for the
regulatory period 2021-2023 the limits are set at +/-2%. At the
end of 2020, the Circular establishing these incentives was being
processed, and it is expected to be approved during 2021 and
come into force on October 1, 2021.

The remuneration for new obligations is established on the basis of
a regulatory account, the balance of which is established for each
regulatory period, divided by 3, for each of the years of the
regulatory period. For the regulatory period 2021-2023, the
regulatory account is 5 million euros.

Thus, for the regulatory period 2021-2023, the basic remuneration
is set at 25.007 million euros and the remuneration of the
regulatory account at 1.667 million euros.

By 2020, the remuneration of the GTS will be equal to the basic
remuneration.

As in the current framework, the remuneration of the GTS will be
recovered through the application of a fee, calculated as a
percentage of the turnover from tolls and royalties.

j) Development of the regulatory framework
in 2020

The main regulatory developments applicable to the gas sector,
approved in the course of 2020, were the following:

1. Supranational regulations

Gas regulation
European Green Deal

Communication from the Commission dated January 14,
2020 on the Investment Plan for a Sustainable Europe.

Communication from the European Commission to the
European Parliament, the Council, the European Economic and
Social Committee and the Committee of the Regions on the 2030
climate target plan.

Hydrogen

Communication from the European Commission to the
European Parliament, the Council, the European Economic and
Social Committee and the Committee of the Regions on the EU
Hydrogen Strategy.
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Energy System Integration

Communication from the European Commission to the
European Parliament, the Council, the European Economic and
Social Committee and the Committee of the Regions on the Energy
System Integration Strategy.

GHG emissions

Communication from the Commission on guidelines for certain
State aid measures in the context of the greenhouse gas emission
allowance trading scheme after 2021.

Commission Implementing Decision (EU) 2020/1834 of
December 3, 2020 on greenhouse gas emissions covered by
Decision 406/2009/EC of the European Parliament and of the
Council for each Member State in 2018.

Communication from the Commission on the EU-wide quantity
of emission allowances for 2021 and the market stability reserve
under the EU Emissions Trading Scheme.

Implementing Regulation (EU) 2020/2085 of the
Commission of December 14, 2020 amending and correcting
Implementing Regulation (EU) 2018/2066 on the monitoring and
reporting of greenhouse gas emissions pursuant to Directive
2003/87/EC of the European Parliament and of the Council.

Commission Implementing Decision (EU) 2020/2126 of
December 16, 2020 establishing annual emission allocations of
Member States for the period from 2021 to 2030 in accordance with
Regulation (EU) 2018/842 of the European Parliament and of the
Council.

Commission Decision (EU) 2020/2166 of December 17, 2020
on the determination of Member States’ auctioning quotas for the
period 2021-2030 of the EU Emissions Trading Scheme.

Methane emissions

Communication from the European Commission to the
European Parliament, the Council, the European Economic and
Social Committee and the Committee of the Regions on the EU
strategy to reduce methane emissions.

Projects of Common Interest

Delegated Regulation (EU) 2020/389 of the Commission of
October 31, 2019 amending Regulation (EU) No 347/2013 of the
European Parliament and of the Council with regard to the Union’s
list of projects of common interest.

EU funds and mechanisms

Commission Implementing Regulation (EU) 2020/1001 of
July 9, 2020 laying down the procedures for implementing
Directive 2003/87/EC of the European Parliament and of the Council
as regards the operation of the Modernisation Fund in support of
investments to modernise energy systems and improve energy
efficiency in certain Member States.

Commission Implementing Regulation (EU) 2020/1294 of
September 15, 2020 on the Union’s renewable energy financing
mechanism.

Council Regulation (EU) 2020/2094 of December 14, 2020
establishing a European Union Recovery Instrument to support
recovery from the COVID-19 crisis.

Regulation (EU) 2020/2221 of the European Parliament and
of the Council of December 23, 2020 amending Regulation (EU)
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1303/2013 as regards additional resources and implementing rules
in order to provide assistance to help repair the crisis in the context
of the COVID-19 pandemic and its social consequences and to
prepare for a green, digital and resilient recovery of the economy
(EU REACT).

Sustainable Finance Package

Regulation (EU) 2020/852 of the European Parliament and
of the Council of June 18, 2020 on a framework to facilitate
sustainable investment, amending Regulation (EU) 2019/2088.

REMIT

Commission Decision (EU) 2020/2152 of December 17, 2020
on the fees payable to the European Union Agency for the
Cooperation of Energy Regulators for the collection, management,
processing and analysis of information notified pursuant to
Regulation (EU) 1227/2011 of the European Parliament and of the
Council.

Offshore renewable energy

Communication from the European Commission to the
European Parliament, the Council, the European Economic and
Social Committee and the Committee of the Regions on an EU
strategy for realising the potential of offshore renewabie energy for
a climate-neutral future (Offshore Renewable Energy (ORE)
Strategy).

Other requlations

Commission Implementing Decision (EU) 2020/669 of May
18, 2020 amending Implementing Decision 2013/801/EU, as
regards conferring implementation of the Innovation Fund to the
Innovation and Networks Executive Agency.

Communication from the European Commission to the
European Parliament, the Council, the European Economic and
Social Committee and the Committee of the Regions on the
assessment of national energy and climate plans at EU level.

Communication from the European Commission to the
European Parliament, the Council, the European Economic and
Social Committee and the Committee of the Regions on the wave of
renewal.

Communication from the European Commission to the
European Parliament, the Council, the European Economic and
Social Committee and the Committee of the Regions on the
Sustainable Mobility Strategy.

Communication from the Commission to the European
Parliament and the Council on the Cybersecurity Strategy.

2. Spanish Regulation

In relation to the general framework of the gas
system and its facilities

Circular 1/2020 of January 9 of the National Commission of
Markets and Competition establishing the methodology for the
remuneration of the technical manager of the gas system.

Circular 2/2020 of January 9 of the National Commission of
Markets and Competition establishing the standards for natural gas
balance.
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Circular 4/2020 of March 31 of the National Commission of
Markets and Competition establishing the methodology for
determining the remuneration of natural gas distribution.

Resolution of February 13, 2020, of the Directorate General of
Energy Policy and Mines, publishing the assigned and available
capacity in basic underground natural gas storage facilities for the
period April 1, 2020 to March 31, 2021.

Resolution of February 26, 2020, of the National Commission of
Markets and Competition establishing the quota for the financing of
the technical manager of the system for 2020.

Royal Decree-Law 23/2020 of June 23, approving measures in
the field of energy and other areas for economic recovery.

Circular 6/2020, of July 22, of the National Commission of
Markets and Competition, establishing the methodology for
calculating natural gas transmission, local networks and
regasification tolls.

National Climate Change Adaptation Plan (PNACC) 2021-
2030, of September 22, 2020, of the Council of Ministers at the
proposal of the Ministry for Ecological Transition and the
Demographic Challenge.

Hydrogen Road Map: a commitment to renewable hydrogen,
of October 6, 2020, of the Government at the proposal of the
Ministry for Ecological Transition and the Demographic Challenge.

Plan for the Recovery, Transformation and Resilience of
Spain, of October 8, 2020, of the Government at the proposal of
the Ministry for Ecological Transition and the Demographic
Challenge.

The Council of Ministers approved, on November 3, 2020, the
Long-Term Decarbonisation Strategy, which sets the path to
achieving climate neutrality by 2050.

The Council of Ministers approved, on November 3, 2020, the
Royal Decree on auctions to exploit the full potential of renewable
energies in the economic recovery.

Royal Decree 960/2020 of November 3, 2020, regulating the
economic scheme for renewable energies for electricity production
facilities.

Order PCM/1029/2020, of October 30, 2020, publishing the
Agreement of the National Security Council approving the procedure
for drawing up a new National Energy Security Strategy.

Royal Decree-Law 34/2020 of November 17, 2020 on urgent
measures to support business solvency and the energy sector, and
on tax matters.

Royal Decree 1089/2020, of December 9, 2020, which
develops aspects relating to the adjustment of the free allocation of
greenhouse gas emission rights in the period 2021-2030.

enagas

Circular 8/2020, of December 2, 2020, of the National
Commission of Markets and Competition, establishing the unitary
benchmark values for investment and operation and maintenance
for the 2021-2026 regulatory period and the minimum requirements
for audits of investments and costs in natural gas transmission
facilities and liquefied natural gas plants.

Law 9/2020, of December 16, 2020, amending Law 1/2005, of
March 9, regulating the greenhouse gas emissions trading scheme,
to intensify emission reductions in a cost-effective manner.

Resolution of December 17, 2020, of the National Commission
on Markets and Competition establishing the amount of
remuneration for the technical manager of the system for 2021
and the quota for its financing.

Royal Decree 1184/2020, of December 29, which establishes
the methodologies for calculating charges in the gas system, the
regulated remuneration of basic underground storage facilities and
the fees applied for their use.

Order TED/1286/2020, of December 29, which establishes the
remuneration and access fees for basic underground storage
facilities for 2021.

In relation to the operation of the gas system

Resolution of April 3, 2020, of the National Commission of
Markets and Competition, establishing the detailed procedure for
the development of market mechanisms for the allocation of
capacity in the gas system.

Resolution of April 15, 2020, of the National Commission of
Markets and Competition, approving the framework contract for
access to gas system facilities.

Resolution of June 9, 2020, of the National Commission of
Markets and Competition, approving the procedure for the
qualification and deregistration of the balance portfolio of users of
the gas system in the virtual balance tank, the virtual balance point
and the virtual balance storage; and the framework contract for the
balance portfolio.

Resolution of September 22, 2020, of the National Commission
of Markets and Competition, establishing the tolls for access to
transmission networks, local networks and regasification from
October 2020 to September 2021.

Order TED/902/2020, of September 25, which modifies Order
ITC/1660/2009, of June 22, establishing the methodology for
calculation of the last resort natural gas tariff, in order to adapt it
to the new toll structure of the gas system.

Resolution of September 29, 2020, of the Directorate General
of Energy Policy and Mines, publishing the natural gas tariff of last
resort.

92



iy — ' -,
Lonsolidated Annual enagas

On February 22, 2021, the Board of Directors of Enagas, S.A. prepared the Consolidated Annual Accounts for the year ended December
31, 2020, consisting of the accompanying documents attached hereto, in accordance with the provisions of Article 253 of the Corporate
Enterprise Act and Article 37 of the Code of Commerce, and remaining applicable standards.

DECLARATION OF RESPONSIBILITY: For the purposes of article 8.1 b) of Spanish Royal Decree 1362/2007, of October 19, 2007, the
directors state that, to the best of their knowledge, the Consolidated Annual Accounts, prepared in accordance with applicable
accounting principles, provide a true and fair view of the equity, financial position and resuits of the Group.

Chairman: (Signed the original in Spanish) Chief Executive Officer: (Signed the original in Spanish)
Mr Antonio Llardén Carratala Mr Marcelino Oreja Arburda

Directors:

Sociedad Estatal de Participaciones Industriales-SEPI Mr Antonio Herndndez Mancha

(Represented by Mr Bartolomé Lora Toro)

Ms Eva Patricia Urbez Sanz Ms Ana Palacio Vallelersundi
Mr Marti Parellada Sabata Mr Santiago Ferrer Costa

Mr Luis Garcia del Rio Ms Rosa Rodriguez Diaz

Mr Gonzalo Solana Gonzélez Ms Isabel Tocino Biscarolasaga
Mr Tnnacin Grannel Vicente Mr 1n<é Blanco | nnez

Mr CristAhal 1ned Gallean Castilln Mr Insé Montilla Aariilera

DILIGENCE to record, in accordance with the provisions of Article 253.2 of the Corporate Enterprises Act and Article 366.1.2 of the Companies
Registry Regulations, that the Consolidated Annual Accounts corresponding to the financial year 2020 have been prepared with the agreement of all
the members of the Board of Directors, but have not been signed by any of them, either by handwritten or electronic signature, in any case, due to
material impossibility, given that the Board meeting at which the Annual Accounts and the Consolidated Management Report were prepared was
held in virtual format, due to the restrictions arising from the declaration of a state of emergency in Spain by Royal Decree 956/2020 of November
3 and subsequent implementing regulations.

Electronic signature of the Secretary to the Board

Secretarv to the Board of Directors:

Mr Rafael Piqueras Bautista
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About our Consolidated
Management Report

[GRI 102-1, GRI 102-5, GRI 102-12, GRI 102-50]

Standards and principles used

The Consolidated Management Report includes the non-financial information statement and
complies with the requirements of Directive 2014/95/UE on non-financial information and
diversity, as well as with associated Spanish legislation (Law 11/2018) and has been
prepared by the Board of Directors on February 22, 2021. [GRI 102-32].

The following standards and principles were used in preparing this 2020 Annual Report:

« GRI Sustainability Reporting Standards, comprehensive option. These guidelines from
Global Reporting Initiative (GRI) define the principles and content for compiling
sustainability reports, and are subjected to GRI Context Index Service. The content of the
report has been verified by EY. [GRI 102-56]

« The principles in the Integrated Reporting Framework, published by the International
Integrated Reporting Council, 1IRC (www.theiirc.org), for which Enagas participated in the
Integrated Reporting Pilot programme.

« The principles of standard AA1000: inclusivity, materiality, responsiveness and impact.

« The Sustainable Development Goals approved by the United Nations General Assembly,
which Enagas integrates in its strategy and are set out in the section ‘Enagas in 2020’.

« The ten principles of the UN Global Compact, as set out in the Appendix ‘Global Compact
content index’.

+« Recommendations of the Task Force on Climate Related Disclosures (TCFD). See Appendix
‘TCED content index’.

* The SASB (Sustainability Accounting Standards Board) reporting standard for the Oil & Gas
- Midstream sector. See Appendix ‘SASB content index’.

¢ The core metrics and disclosures defined by the World Economic Forum in the report
measuring stakeholder capitalism, which are detailed in Appendix ‘World Economic Forum
content index and metrics’.

« Recommendations included in the ‘Guide for the preparation of management reports of
listed companies’ of the CNMV.

« EFQM model criteria, in which Enagas maintains its +500 certification. See Appendix
‘Content index according to the EFQM Model’.

Scope of the financial and non-financial information

The scope of this report includes the information on 2020 financial year of the Enagas Group
(hereinafter ‘Enagas’). The following criteria have been applied to the information reported
herein:
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* The financial information is presented in accordance with the consolidation principles
applied in the annual accounts.

« Non-financial information relates to operations over which Enagas maintains control
(companies consolidated in the Consolidated Financial Statements in accordance with the
full consolidation method). These companies are located in Spain. Start-ups are excluded
from the scope?, as their non-financial impact is not considered relevant. During 2017 and
2018, Enagas maintained control of the GNL Quintero regasification plant (Chile)2. To
facilitate data comparability, the non-financial information for 2017 and 2018 has been
recalculated excluding the GNL Quintero regasification plant (Chile). [GRI 102-10, GRI 102-
45, GRI 102-48, GRI 102-49]

For further details on the scope of the financial information, refer to the ‘Consolidated Annual
Accounts’, section 1.3 ‘Basis of consolidation’.

Reliability of non-financial information

Enagés has an internal control system over non-financial information that covers
representative indicators of the areas of sustainability (environmental, social and
governance). In 2020, Enagas carried out a review that focussed on continuous improvement
of this internal control system to improve its alignment with the management of non-financial
information, with the internal control system for financial reporting and with the COSO ESG
risk management framework.

In 2020, the internal control system for non-financial information was externally reviewed by
EY through an Agreed-Upon Procedures Report.

1 These start-ups (Efficiency for LNG applications S.L., Scale Gas Solutions S.L., Hydrogen to Gas, S.L.,
Sercomgas Gas Solutions, SEA, S.L., Bioengas Renovables, S.L., H2Green Global Solutions S.L. See the
‘Corporate entrepreneurship’ chapter) are in the early stages of developing their businesses, so their impact
is not very significant (for example, they account for 2% of Enagas’ workforce). Enagas will assess the
impact of operations as its business and representation evolves, incorporating them into the scope of the
non-financial information if relevant.

2 This affiliate was excluded from the scope as non-financial information was considered irrelevant after the
loss of control in February 2019.



[GRI 102-14]

Antonio Llardén

How has Enagas’ experience of 2020 been and how has it dealt with the health
crisis?

It has been a very intense and difficult year, in which COVID-19 has turned the world as we
knew it upside down. With prudence and humility - because we are still in a very complex
situation - we can say that Enagas, and the energy sector in general, has shown great
resilience in the face of this crisis.

The Spanish Gas System has operated normally. Even in the most critical months, we have
guaranteed the supply of energy under all conditions to homes, industry, residences,
hospitals, and so on, as well as guaranteeing electricity production. It is a great source of
pride for the whole Enagas team, we have contributed to Spain’s well-being by providing an
essential service with normalcy in such exceptional circumstances.

This has been one of our three priorities during COVID-19, along with ensuring the health,
safety and well-being of people and contributing, to the best of our ability, to mitigating the
economic and social impact of the pandemic.

To achieve this, we have relied on all the advances we had previously made in digitalisation,
flexibilization and teleworking; these have allowed us to adapt quickly and efficiently to the
pandemic, with a large majority of our employees teleworking in an entirely efficient way.

Due to the nature of our activity, the physical presence of employees has been necessary to
guarantee operational continuity. Our Contingency Plan, with all kinds of specific measures,
has been very effective. The company’s good management has been recognised with an
AENOR ‘COVID-19 Action Protocol Certification’.

enaqgas

In such an exceptional year, what would you highlight from the 2020 results?

In particular, the fact that, at a time of extremely high global uncertainty, Enagas has met
the targets we set at the beginning of the year, both for profit and for dividends. We have
now met our targets for fourteen consecutive years.

We have good outlook from now to 2026, as we have a stable and predictable new regulatory
framework that is closed until then, so we have that horizon and an efficient and balanced
Gas System. In this context, Enagas has a privileged position among European companies in
terms of its ability to project a large part of its revenues over the next six years. This makes
us reasonably confident about the targets we can set for the coming years.

And in terms of our investments, a clear milestone in 2020 was the commissioning of the
European Trans Adriatic Pipeline (TAP) in which we have a 16% stake.

What aspects of the year stand out from a financial perspective?

We closed the year with a very substantial liquidity position of 2,473 million euros, an
amount sufficient to meet our financial needs and maturities for the coming years. This is
very positive, as it represents some level of protection against the current environment of
market tensions and uncertainty regarding the complexity of the post-COVID economic
recovery.

In this regard, in 2020 we issued a 500 million euro bond maturing in 2032 and with an
annual coupon of 0.375%. This issue was secured with the lowest interest rate achieved by a
Spanish company for 10 years or more. This highlights our financial strength and low risk
profile. 80% of our debt is at a fixed rate, with a very low financial cost of 1.9% and no
significant maturities until 2022.

In such a turbulent year for the markets, how have Enagéas shares held up?

2020 has been a very complex year for the stock markets. High volatility has resulted mainly
from the pandemic, but also from other geopolitical factors such as Brexit and the oil price
war between Russia and Saudi Arabia.

In any case, if we match our stock market performance over the year with a base indicator
such as dividend yield, Enagéas shares have outperformed their benchmark index, the
IBEX35. This is also a good indicator of the company’s resilience.



What can you say in this context about the company’s dividend policy?

In 2020 we have increased our dividend by 5%, meeting our commitment. We are
reaffirming and confirming the dividend policy we set to run through 2026; this is the best
proof of our commitment to our shareholders and demonstrates that their remuneration is
one of our strategic priorities.

We have a solid foundation upon which to achieve this: the solidity of our earnings outlook
until 2026 and the slack in cash generation mean that even under all scenarios envisioned
under our regular stress tests are compatible with our dividend policy.

What about Enagéas’ international investments?

It has been a year of asset consolidation and a year in which natural gas supply has also
been guaranteed in the countries in which we are present through our subsidiaries, which
have responded well and resiliently to the health crisis.

As | said, the most significant event was the start of commercial operation in November -
after more than four years of construction - of the Trans Adriatic Pipeline (TAP), a key project
for European energy diversity and security.

On a related note, through our Greek affiliate DESFA, in which we have Snam, Fluxys, the
Copelouzos Group and the Greek government as partners, we have gained access to two new
assets. In Greece, we have become a shareholder of the Alexandroupolis LNG plant through
the acquisition of a stake in the company that is developing a floating storage and
regasification unit for liquefied natural gas at this terminal. And in Kuwait, DESFA has been
awarded the contract for the integrated management of the Al-Zour plant, one of the largest
regasification plants in the world.

In the United States, Enagéas holds a 30.2% stake in Tallgrass Energy, and although 2020
has been a difficult year for all companies, Tallgrass has been re-approaching its production,
prices, demand and utilisation levels during the third and fourth quarters of the year. Our
investment is long-term and we are confident in the company’s profitability and value
creation objectives.

How did gas demand evolve?

The Spanish Gas System operated normally and availability, both commercial and technical,
was 100% 24 hours a day, every day of the year.

Natural gas consumption in Spain in 2020 was 3.1% higher than in 2018 and was the second
highest since 2012, despite the COVID-19 crisis and the year being one in which the industry
came to a standstill.

These data highlight the key role of natural gas in the decarbonisation process.

Can you specify Enagas’ role in the ecological transition process?

We are fully committed to decarbonisation. Our objective is to continue promoting it
realistically, with clear priorities and without ever forgetting energy security. There, | am
sure, natural gas continues to be essential and will be so for the next 15 or 20 years.

We are convinced that decarbonisation will be a key lever to reactivate the economy through
specific projects on renewable gases, sustainable mobility, energy efficiency, and so on.
These will boost economic growth and competitiveness, as will innovative technological
solutions, such as green hydrogen.
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We are currently promoting more than 45 decarbonisation projects involving green hydrogen
and biomethane in collaboration with various Spanish companies. Many of them have been
submitted as bids to the Ministry for Ecological Transition and the Demographic Challenge
and to the Ministry of Industry, Tourism and Trade, as part of the Recovery, Transformation
and Resilience Plan that will guide the application of EU Next Generation funds.

Some of these projects are already starting to become a reality. For example, ‘Green
Hysland’ in Mallorca has the support of IDAE (Spain’s Institute for Energy Diversification and
Savings) and is the first green hydrogen project in a Mediterranean country selected to
receive European funding.

Furthermore, in 2020 progress has been made towards a favourable framework with the
Spanish government’s approval of the Hydrogen Roadmap.

Enagas is a leading company in sustainability. How has the health crisis impacted
your health strategy and your decarbonisation goals?

Sustainability is more than ever a strategic priority, and our decarbonisation targets have not
suffered with the COVID-19 crisis. On the contrary, they have been strengthened: we have
just brought forward our commitment to be carbon neutral by 2040 and we have increased
the ambitiousness of our emissions reduction targets.

In order to meet these objectives, we have set out our decarbonisation strategy, based on
emission reductions and the subsequent offsetting of those emissions that, for technical
reasons, cannot be reduced.

For years, we have been working on sustainability in three dimensions: environmental, social
and corporate governance. This is a year in which we have put a great focus on social issues
and, in particular, on our employees. Their health and well-being, physical and psychological,
and our commitment to quality employment has been and remains a top priority for the
company.

All this commitment and work is reflected in Enagas’ good positioning in the leading
sustainability indices. In 2020 our company was recognised as a global leader in its sector in
the Dow Jones Sustainability Index (DJSI) for the fifth consecutive year, with the Gold Class
distinction. We have also been included in the ‘CDP Climate Change’ A List, with the highest
rating in our sector.

[GRI 102-14]



What else can you highlight as regards human resources and talent management?

In 2020, we have maintained employment in the company and have even expanded the
workforce. We have also signed the Third Collective Bargaining Agreement for the Enagas
Group for the period 2020-2023, which provides a stable framework for these three years.

This year, Enagas ranked among the top 100 companies in Spain for reputation, according to
Merco (Spain’s Corporate Reputation Business Monitor). We remain well positioned among
Actualidad Econémica’s '100 Best Companies to Work For’ and, more recently, we have
received the Top Employers seal for the eleventh consecutive year. In addition, we have been
awarded the maximum qualification, ‘level A of Excellence’ in work-life balance as a ‘Family-
Responsible Company’ (EFR).

Our efforts to promote diversity have led us to rank third globally in the Bloomberg Gender
Equality Index in 2020 and to be among the Equileap 2019 Top 100 companies in the world
for gender equality.

To finish, would you like to point out any other relevant topic or issue?

1 would like to emphasise that another of Enagas’ priorities has been to do our bit to mitigate
the economic and social impact of the health crisis and contribute to a recovery without
leaving anyone behind.

The company has joined charitable initiatives such as the ‘Cruz Roja Responde’ (Red Cross
Responds) campaign to deliver essential medical supplies to people in vulnerable situations,
and ‘La Cena de Navidad mas Grande’ (The Biggest Christmas Dinner) by Accién contra el
Hambre (Action against Hunger), which we have joined both corporately and as individual
employees of Enagas. And we have promoted pioneering initiatives such as the urgent call
for Positive Energy+, together with the main Spanish energy companies, in which we
received almost 400 proposals and projects to contribute to recovery through innovation.

It has been a very tough year with many challenges for everyone, both personally and
professionally, and | would like to highlight the commitment and enormous effort made by
the Enagéas team, for which | would like to express my special and personal thanks once
again.

I would also like to thank the Board of Directors for their crucial role this year and for their
great involvement in the company’s strategy and management.

The Enagéas Board of Directors has approved this Annual Report, which represents the
renewal of our commitment to the ten principles of the Global Compact, and at the same
time, reflects our contribution to achieving the United Nations Sustainable Development
Goals. [GRI 102-32]

Finally, due to the health situation, in 2020 we held our General Shareholders’ Meeting in a
virtual format for the first time in the history of Enagéas. This year, we also obtained
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certification as a Sustainable Shareholders’ Meeting. We were not able to thank our
shareholders in person for their continued commitment as we would have liked, and | would
like to thank them for their support, on behalf of myself and the Board of Directors, and
reiterate our commitment to them in 2021. [GRI 102-14]



Enagas in 2020

Sound financial and liquidity
position
444 M€ Net profit
16.0% FFO (last 12 months)/Net Debt
859.2 M€ Net investments
4,288 M€ Net debt
2,473 M£ Liquidity
Rating
BBB+ Standard & Poor’s

BBB+ Fitch

Growth

+ 45 projects aimed at decarbonisation (green
hydrogen and biomethane)

14 start-ups invested in by Enagas Emprende

Important circumstances arising after year-end: see_‘Consolidated Annual Accounts’, section 4.9 ‘Subsequent events’.

Sustainability

1,330 Professionals (292 women and 2%
increase in workforce vs. 2019)

-32%0 CO2e emissions reduction vs. 2019

Emission reduction targets of COze
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-65%0 in 2040
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WSEPI

WPartler 2006 S.L
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7.9% WSpain

WUSA - Canada

B Continental
Europe
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Others

25.5%

Efficiency
359.9 TWh National gas demand [GRI 302-2]
100% commercial availability
100% technical availability
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plants
231.3 TWh unloaded from ships
13.3 TWh of tanker load utilisation
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Our contribution to the SDG

Enagas, as a leading company in sustainability, is committed to the achievement of the
Sustainable Development Goals, which represent the Agenda for Humanity 2030 and which

address several fundamental human rights.

At Enagas, we have identified and prioritised the Sustainable Development Goals to which we
contribute directly, both through our key business activities and our Sustainability Strategy

(see the ‘Our commitment to the energy transition’ chapter):

Ensure access to affordable,
reliable, sustainable and modern
energy for all

Our contribution

We work on new energy solutions for a low-
carbon economy, such as renewable gases:
biomethane and hydrogen. We also work on
energy efficiency and emissions reduction,
promoting, among others, natural gas in
transport.

Build resilient infrastructure,
promote inclusive and sustainable
industrialisation and foster
innovation

Our purpose is to improve the
competitiveness of the countries in which we
operate, and contribute to the energy
transition and decarbonisation process by
developing and managing energy
infrastructures.

Take urgent measures to combat
climate change and its impacts

Energy efficiency is a key area for Enagas.
We continue to work and set targets for
reducing emissions and energy intensity at
each of our facilities.

2\
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Targets linked to variable remuneration, commitments and degree of progress

Targets. We have set targets for investment in the development of renewable gases
and reduction of emissions linked to the variable remuneration of our professionals (see
the ‘Strategy/Targets linked to variable remuneration’ chapter). We have also set
ambitious long-term emission reduction targets that constitute our path towards carbon
neutrality in line with the European Union’s commitment (see the ‘Climate change and
Energy efficiency’ chapter).

Degree of progress and impact. The energy efficiency measures implemented in
recent years have enabled us to halve our carbon footprint since 2014. We have also
contributed to the reduction of third party emissions:

* The use of liquefied natural gas (LNG) in ships reduces CO2 emissions by 18%. Within
the framework of the LNGasHIVE project (see the ‘Our commitment to the energy
transition’ chapter), it is estimated between 2-4 million tCO:2 will be avoided in 2030.

* The use of natural gas in the rail sector will reduce transport emissions by 20% by
recovering traffic from road transport.

« Enagas also promotes the development of renewable gases, which will contribute to
the total decarbonisation of all these uses and increase the economic competitiveness
derived from the use of existing infrastructures for hydrogen transport (see the ‘Our
commitment to the enerqgy transition’ chapter).




Our contribution

Achieving gender equality and GENDER
empower all women and girls EQUALITY

We promote projects to identify and develop
talent in women, which has gradually allowed
the company to increase the presence of
women in its workforce and in management
positions.

Promote inclusive and sustainable
economic growth, employment and
decent work for all

We believe people and culture play a key role
in allowing us to meet our targets. In this
sense, we are focused on attracting and
retaining the best talent, and creating
working environments that enable us to
continue to transform ourselves and bring
about creative solutions in order to form part
of a more sustainable future.

8 DECENT WORK AND
ECONDMIC GROWTH

o
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Targets linked to variable remuneration, commitments and degree of progress

Targets. We have set targets to increase the presence of women on the Board of
Directors, in Management and among the workforce, linked to the variable
remuneration of our professionals (see the ‘Strategy/ Targets linked to variable
remuneration’ chapter).

We also have clear commitments to people and diversity, which are reflected in our
Human Capital Management policy and our diversity guidelines.

Degree of progress and impact. Our progress in these areas is reflected in the
gradual increase in the percentage of women at different levels of the organisation as
well as in the recognition obtained both in terms of gender equality and work-life
balance, diversity and talent management (see the ‘People’ chapter).

Likewise, with our management models we contribute to the achievement of other SDG such
as:

« SDG 15 (Terrestrial ecosystems): Managing natural capital is a key aspect for Enagas.
We control and minimise our environmental impact, improving the use of natural
resources and developing measures aimed at preserving biodiversity (see the ‘Natural
capital and biodiversity management’ chapter).

*« SDG 17 (Partnerships): Dialogue and collaboration with our stakeholders allow us to
establish partnership for the creation of shared value and, therefore, to achieve the
objectives set.

As a result of Enagas’ commitment to achieving the SDG, the company conducts awareness
campaigns on the subject and includes the SDG in several of its face-to-face training courses
for professionals (Sustainability and Value Chain courses).

In the chapter ‘Creation of value for our stakeholders’, best practices that are aligned with
the SDG mentioned here are included.

Enagas carries out SDG awareness
campaigns and includes SDG in several of its
face-to-face training courses for its
professionals



1. Our business model

Our purpose and activities

Our purpose is to improve the competitiveness of the countries in which we operate, and
contribute to the energy transition and decarbonisation process by developing and managing

energy infrastructures.

Enagés, a midstream company with 50 years of experience and independent European TSO

(Transmission System Operator), is an international reference in the development and

maintenance of gas infrastructure and in the operation and management of gas networks.

N
enagas

Gas infrastructures are a core element in the energy transition towards decarbonisation. In
addition, natural gas is of great importance for improving competitiveness, as it allows for
the introduction of efficient industrial technologies which improve the intensity of energy
usage and competitiveness in the industry, generating direct and indirect employment.

At Enagéas we provide our experience to offer new energy solutions that contribute to a low-
carbon economy: biogas/biomethane and hydrogen (see the ‘Renewable gases’ section).

At Enagas we use our experience to

[GRI 102-2] -
offer new energy solutions that
contribute to a low-carbon economy
Enagas is Enagas is Acquisition of the International International Acquisitions: International Completion of
founded listed on Gaviota acquisition of acquisitions: increased share acquisition of the TAP
the stock underground the GNL TGP (Peru), TAP in TGP (Peru), the operator construction
exchange storage facility Quintero plant (Europe) and Saggas (Spain) DESFA. Sale (Europe).
and 40% of the (Chile) and Coga (Peru). and Quintero of stake in Acquisition:
BBG Plant (Bilbao) Gasoducto de (Chile). Swedegas. increase of
Morelos Tallgrass Energy
(Mexico). LP (USA). [GRI
Certification as 102-10]
European TSO
1972 2002 2010 2012 2014 2016 2018 2020
2000 2009 2011 2013 2015 2017 2019
Enagas is Enagas is First Acquisition of Acquisitions: Acquisitions: International
appointed as named the international Naturgas. increased share increased share acquisition of
Technical sole acquisition: International in TGP (Peru) in Coga (Peru). Tallgrass
Manager of the transporter for TLA Altamira acquisition of and Swedegas Energy LP
Spanish Gas the primary plant Estacion de (Europe) (USA).
System gas (Mexico). Compresion
transmission Soto La
trunk network. Marina
(Mexico).
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Consolidated Management Report 2020

Value chain

Value chain

p
Extraction Liquefaction LNG maritime Tanker
Extracting Freezing gas transport offloading/loading
natural gas from the to -160eC, Transporting LNG Offloading LNG
gas field 1o reduce volumne for in methane tankers at the plant and
transmission from country of origin loading

to destination country LMNG onto the tanker

5

More details about ‘Gas transmission’ are available on the corporate website:

Truck loading

onto tank trucks

I,
enagas

Gas network operation

(Technical Manager of the Spanish Gas System, certified as independent European T50) & Activities carried out
by Enagés on the gas
value chain

Natural gas transmisslon
Regasification Natural gas is transmitted through the
Returning gas to its original gaseous state high-pressure network

Demand for electricity

: Conventional demand
generation

(household/commercial and industrial)

—_— A
Distribution to
customers
Distributing natural
gas to end customers
Underground storage for consumption
Storing natural gas
in existing geclogical
structures
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Mission, vision and values

The company’s mission, vision and values, as well as its policies and strategy, are reviewed
and approved by the Board of Directors. [GRI 102-16, GRI 102-26]

Mission

To develop and manage global gas infrastructure in a secure, efficient and sustainable
manner; complying responsibly with prevailing legislation and helping guarantee supply,
particularly in our role as the Technical Manager of the System in Spain; offering our
experience, knowledge and best practices to create value for our stakeholders.

Vision
To be a national and international standard bearer in the development and management of

gas infrastructures, promoting their use by offering innovative services that contribute to
sustainable development.

Values

« Efficiency.

« Transparency.
¢ Innovation.

Integrity.

Sustainability.
« Safety.
« Teamwork.

P

enaqgas
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Geographies

[GRI 102-3, GRI 102-4, GRI 102-6, GRI 102-10]

Geographies

[GRI 102-3, GRI 102-4,
GRI 102-6, GRI 102-10]
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Operating context

In 2020, despite the marked impact of COVID-19 and a relatively warm year, gas demand
has proved resilient, with domestic demand more than 5% above the target scenario forecast
by the Spanish National Integrated Energy and Climate Plan (PNIEC) and without resulting in
higher emissions.

Gas demand in Spain, 2018-2020 [GRI 302-2]

450
400
350
300
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200
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100
50
0

2018 2019 2020 2020

PNIEC

Source: Prepared by the authors based on data from Enagas GTS, CORES and PNIEC

Demand for natural gas has remained robust, demonstrating its essential role in many of the
production processes that are carried out. In addition, gas infrastructures, especially
regasification and storage capacity, have made it possible to take advantage of
extraordinarily low international prices. These, among other factors, have contributed to the
fact that prices in Spain in 2020 were 35% lower than in 2019 and almost 60% lower than in
2018.

Combined-cycle plants are gaining prominence as a back-up for renewables once coal-fired
power generation has been reduced to a token role. Fuel substitution, together with other
factors, has allowed emissions from the electricity sector to be 35% below the value of the
PNIEC’s target scenario in 2020, and are closer today to the value forecast for 2025 than that
expected for 2020.

For all these reasons, natural gas will continue to maintain its key role in guaranteeing
energy supply, making the energy transition possible.

.
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At European level, these three trends can be observed in relation to the natural gas sector:
- Demand for natural gas in the European Union will remain stable until 2030.

- Natural gas is positioning itself as a complement to renewable power generation and as
a facilitator of the energy transition, providing flexibility to the system.

- The replacement of coal-fired power plants with gas-fired plants will be a short/medium-
term solution for countries with policies of phasing out coal or nuclear generation. Coal-
fired power plants produced 378 TWh in 2020, while gas-fired power plants contributed
529 TWh to European power supply over the same time period. This is 40% more than
coal, continuing the trend change that occurred in 2019 when gas overtook coal for the
first time. The use of natural gas with lower levels of carbon emissions per unit of
energy produced relative to coal should result in a significant reduction in European
carbon emissions levels.

On a related note, in the field of renewable gases, in 2020 the European Commission (EC)
adopted a dual strategy for the development of large-scale renewable hydrogen with the goal
of installing at least 6 gigawatts of electrolysers to produce up to one million tonnes of
renewable hydrogen by 2024, and at least 40 gigawatts of electrolysers by 2030, to produce
up to ten million tonnes of renewable hydrogen. Spain, for its part, approved the ‘Hydrogen
Roadmap’, which includes national targets for the installation of 4 gigawatts of electrolysers
in 2030 and an intermediate milestone in 2024 to have an installed capacity of between 300
and 600 MW (see the ‘Our commitment to the energy transition’ chapter).

The European biomethane market is still in its infancy and shows a clear upward trend. The
number of plants in Europe exceeded 800 in 2020, with facilities present in 18 countries. In
2020, 17% of Europe’s gas for transportation was from renewable sources.

Regulatory framework in Spain 2021-2026

In 2019, the new 2021-2026 regulatory framework was approved, a stable and predictable

framework developed by an independent regulator (National Commission of Markets and

Competition (CNMC)):

This is a transparent regulatory framework, which establishes a period of six years without
intermediate revision. It establishes a methodology that includes:

< Remuneration linked to net assets during this regulated period to compensate
investment, with a financial remuneration rate in the period of 5.44%.

= Remuneration for continuity of supply linked to the long-term availability of the assets of
the Gas System with adequate maintenance, whereby the income established for 2020
for this concept will progressively decrease to 20% by the end of the 2026 regulatory
period.

< Incentives to extend the life of assets through remuneration at OPEX standards, with a
margin for efficiency. In this respect, Enagas could
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maintain 50% of the efficiencies and, once its useful life is at an end, its extension will
be compensated with this concept of remuneration, with a long-term, progressive
formula.

= Investments in the system (not included in the regulated asset base) with an interest
rate of 5.44% on debts and two years’ amortisation for investments over 250,000 euros.

This new regulatory framework supports climate and energy targets by establishing
incentives to keep the gas system infrastructure available, and to fulfil the role assigned by
the Spanish National Integrated Energy and Climate Plan for natural gas and renewable
gases in the energy transition process. This shows that the use of existing gas infrastructure
is essential if advances are to be made in energy transition at the lowest cost.

Roadmap 2025-2040

Green hydrogen, along with electrification, is the European Union’s major energy challenge
for the complete decarbonisation of the economy in the long-term. In Spain, within the
Strategic Energy and Climate Framework, the long-term decarbonisation strategy recognises
that the non-electric element of the energy mix will account for almost half of energy
demand in the climate-neutral scenario. For this reason, the Hydrogen Roadmap considers
renewable hydrogen to be a key sustainable solution for the decarbonisation of the economy
and sets among its objectives to mobilise 8,900 million euros in investments by 2030, to
install 4 GW of electrolyser power by 2030 and for 25% of industry hydrogen consumption to
be renewable by 2030. In line with its commitment to climate objectives, Enagéas is working
on more than 45 projects to contribute to the ecological transition (see the_‘Renewable
Gases’ section).

It is already projected that hydrogen will be competitive in all its applications by the end of
the decade, and will begin its roll-out in the industrial and transport sectors. Costs of around
€1-2/kg of hydrogen will be reached in the medium-term, much earlier than expected a few
years ago, in the countries with the largest renewable resource bases. Due to its high solar
and wind power generation potential, Spain aspires to become an exporter of renewable
hydrogen to the rest of Europe, and could even become a transit country for green hydrogen
from North Africa.

Recent studies confirm that pipelines represent the most efficient form of long-distance
transport for hydrogen as well. Compared to the alternatives (transportation by ship in the
form of liquid hydrogen, ammonia, or organic liquid carriers), the cost estimates for new
hydrogen pipelines as well as for the adaptation of the existing network have improved with
respect to studies carried out years ago.

The European Hydrogen Strategy recommends making good use of the opportunities for
adaptation offered by existing gas networks and storage facilities; they can form the basis of
the future trans-European hydrogen network, connecting the main centres of production and
consumption. Enagas, together with the main European TSOs, is already working to prepare
for the development of a trunk network dedicated to moving green hydrogen beginning in
2025. Called the European Hydrogen Backbone, this network would comprise 23,000 km by
2040 (75% adapted existing pipelines and 25% new sections). This European hydrogen trunk
network would require an investment of 27 to 64 billion euros, at a cost of between 0.09-
0.17 euros per kg and per 1000 km, which will allow hydrogen to be transported efficiently
over long distances.

enaqgas
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Strategic priorities

Given this operating context, Enagas has defined the following strategic priorities for the
coming years:

Strategic priorities

N
enagas

Sustainable growth guaranteeing role as TSO in the
process of decarbonisation and energy transition

Sustainability

GROWTH AREAS Energy efficiency and emissions reduction

New businesses: « Minimising the environmental impact of our operations
« Renewable gases (biomethane/hydrogen) People and culture

Core business « Attracting and retaining talent

« Development of gas infrastructure

« Creation of sustainable working environments

« Regional positioning (subsidiaries) The role of natural gas and renewable gases in the energy model

« Injection of renewable gases into the network

* New uses for natural gas

Expanded core business « Development of clean energies (biomethane/hydrogen)

« Operation of floating and liquefaction infrastructure

* Small scale development

« Services for affiliates and third parties

Creation of value for our stakeholders

LONG-TERM DIVIDEND SUSTAINABILITY

Financial sustainability of the Gas System, financial strength and

discipline

« Evolution of net debt

* FFO/net debt ratio stand-alone
International activity

« Contribution of international investments to net profit
« Contribution of international affiliates to cash flow

Solid cash flow generation

Natural gas key to energy transition

Natural gas and renewable energies will lead the transition towards a low-carbon energy mix

2021-2026 Outlook

In the period 2021-2026 there are two stages during which Enagéas will adjust the pace of

o Investment in other projects associated with decarbonisation, with a focus on

renewable gases (transformation), technological innovation (seed & venture capital)
and digitalisation (fibre optics).

investment to the environment: o Growth in investment in decarbonisation projects in line with the climate objectives
of the countries where we are present.

= From 2021 to 2023, when the foundations for future growth and the role of TSOs in the
European decarbonisation process will be established, Enagéas will focus on the following

areas:

°

°

°

°

°

Investment mainly limited to domestic regulated business.

Consolidation of existing investments, with a focus on Tallgrass and the Trans the period 2021-2026:
Adriatic Pipeline.

Monitoring of the arbitration process regarding the Gasoducto Sur Peruano (GSP).
Possibility of asset rotation for assets with limited growth potential. chapter).
Leverage reduction.

= From 2024 to 2026, Enagas will accelerate the sustainable investments upon which the
company is already working:

°

Regulated investment for the decarbonisation of the grid.

Investment in domestic regulated business
Decarbonisation opens up new opportunities in our regulated business in the short-term in

= Decarbonisation of existing assets (see the ‘Climate action and energy efficiency’
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Extension and technological updating of our core business with investments in useful life
extension and new services, as well as digitalisation.

* Hybridisation of infrastructures and new developments in hydrogen storage and carbon
capture and storage (CCS) solutions: adaptation to at least 10% hydrogen blending.

Trans Adriatic Pipeline (TAP)

The start-up of the Trans Adriatic Pipeline in November 2020 marked the end of four and a
half years of construction on a project of extraordinary complexity and magnitude, which will
provide Enagas with stable cash flow and high profitability. Thanks to this project, natural
gas is already flowing into the Snam network in Italy, as well as into the Greek network
operated by Desfa.

213 million euros

45 million euros a year

45 million euros a year

11%

Investment in Tallgrass Energy

In line with our strategic priorities, the investment by Enagas in Tallgrass Energy (TGE) is a
strategic transaction of Enagas’ core business, which reinforces the sustainability of the
dividend in the medium to long-term.

This transaction was made through a strategic agreement with two of the world’s main
infrastructure investors (Blackstone and GIC), partners with excellent track records and
recognised prestige in the industry and with a strong presence in the United States. Enagas
participates as an industrial partner in the Consortium, given that TGE’s core business is in
line with Enagas’ experience. In this way, Enagas’ capabilities and experience of international
expansion will strengthen the future development of TGE.

In relation to the governance model, Enagas has customary minority rights and a presence
on the Board of Directors, which give Enagas influence on decision-making as regards finance
and operations.

With this participation, Enagéas has the possibility of sharing its knowledge in green and
renewable gases and other services for midstream assets, and becomes a reference for the
Spanish oil and gas industry in the United States, giving Spanish suppliers access to the
midstream market in that country.

enaqgas

Gasoducto Sur Peruano

On July 2, 2018, Enagas filed a request with ICSID? to initiate arbitration against the
Peruvian government in relation to the dispute over its investment in Gasoducto Sur Peruano
(GSP), under the terms of the Agreement for the Promotion and Reciprocal Protection of
Investments signed between the Republic of Peru and the Kingdom of Spain ('Peru-Spain
APPRI’). The arbitration proceedings are ongoing according to the established procedural
calendar. According to the procedural timetable approved by the Arbitration Tribunal, the
legal advisers estimate that the award finalising the arbitration proceedings should be issued
by the end of 2022. The Company is at the disposal of the Peruvian State to reach an
amicable agreement to terminate the arbitration proceedings.

33, International Centre for Settlement of Investment Disputes
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Investment criteria

We extend our criteria for solvent investment to all areas of the business, incorporating

sustainability:

Results

QD Steady and predictable cash
b flow, with attractive returns.

Risk profile
Similar risk in regulated and 2N
non-regulated businesses. l] I]

Corporate governance

Strategic role as an industrial
partner, actively participating in
asset management.

Partners

Alliances with local partners
@ with complementary

capabilities.

Core business

Value creation in the main
areas of expertise: LNG,
transmission and storage

Sustainability

Contributing to decarbonisation
of the economy and improving
air quality.

ena
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Targets linked to variable remuneration
[GRI 102-35, GRI 102-36, GRI 102-37]

The strategic priorities are established as company objectives linked to the variable
remuneration of all Enagas professionals, including the Chairman and CEO, thus linking
remuneration to economic, environmental and social objectives.

Moreover, Enagas has a long-term incentive plan in place, requiring the fulfilment of
objectives aligned with strategic priorities, thus linking remuneration to the commitment to
long-term management.

In 2020, the Sustainability, Appointments and Remuneration Committee, in light of the
unusual situation caused by COVID-19, approved the introduction, in the annual list of
objectives, of an additional company objective relating to the management of COVID-19
(with a weighting of 10%), and to increase the weighting of the Sustainability objective from
10% to 15%.

Over the year, we met the established objectives and we are making progress towards our
long-term objectives.

In 2021, the new Long-Term Incentive Plan 2022-2024, which provides continuity to the
current ILP, will be submitted to the General Shareholders’ Meeting for approval. This new
ILP will incorporate a number of improvements aligned with corporate governance and proxy
adviser recommendations. The main terms of the new Plan will be published in the next
Annual Directors’ Remuneration Report.

Sustainability is one of the objectives linked
to the variable remuneration of all
employees, the weight of which has
increased in 2020 over previous years

See details of the objectives of the 2019-2021 ILP and the 2020 yearly targets in the
Annual Directors’ Remuneration Report.

£\
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Targets linked to variable remuneration

. o 2019—2021 Long-Term Incentive Plan targets (26
Strategic priorities . .
weighting)

Shareholder Guarantee of total return for Enagas shareholders (30%).
remuneration

« Relative TSR: Enagés position in the ranking of the Comparison

Improve the company’s financial results (30%).
« Profit after tax at 31.12.2020.

ena

as

Yearly targets 2020 (26 weighting) Meeting 2020 targets (%26)

0,
Group. 100%
« Absolute TSR
Regulated assets Consolidation of cash flows as a driver for solvency and ensuring  Strengthening regulated revenues through: (20%)
a dividend payment for Enagas shareholders (25%). « Efficiency
« Accumulated results corresponding to the Company’s Funds + Small scale development 100%
From Operations (FFO) .
« Digitalisation boost
International Consolidation of cash flows contributed by affiliates to the Consolidation of the company’s Strategic Plan through: (25%)
growth shareholder (Enagés Group) (35%). « Consolidation of international business 02%
« Accumulated cash flows received from affiliates (Dividend) « Diversification, services rendered and entrepreneurship
Sustainability Guarantee of sustainable and organic growth through the Promoting sustainability and good governance through: (15%o)
?igl(!/n;ent of initiatives contained in the Sustainability Plan « Positioning Enagas vis-a-vis socially responsible investors
0).
. . o . . « Action on climate change: absolute emissions reductions vs. 2019
« Average reduction in COz emissions in the 2019-2021 period i . . . i 100%
vs. 2018 * Promoting d.lver3|ty and equality of opportunity, people and cultural 0
transformation
* Percentage of women
« Investment associated with the increased presence of
renewable gases in the energy mix
COVID-19 Managing the COVID-19 crisis through: (10%0)
« Company response to the situation arising from COVID-19
« Actions to improve resilience 100%

« Valuation of COVID-19 crisis management impact on sustainability and
stakeholders

[GRI 102-35, GRI 102-36, GRI 102-37]
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Risk management

[GRI 102-11, GRI 102-15, GRI 102-29, GRI 102-30, GRI 102-31, GRI 201-2]

The Enagas Group has established a risk control and management model aimed at ensuring
the achievement of the objectives of the company in a predictable manner and with a
medium-low profile for all of its risks. This model is perfect for adapting to the complexity of
a globalised competitive environment and a complex economic backdrop. This model is based

on five aspects:

1. The consideration of different types of risks depending on their nature. These categories
are: Strategic and Business, Operational and Technological, Financial and Tax and Credit
and Counterparty. There are other more cross-domain types of risk: Reputational,
Compliance and Criminal Liability. The methodologies used for risk measurement differ

depending on each type.

Financial and
Tax

Operational and
Technological

Criminal Liability

2. The segregation and independence of the functions of risk control and management at

2\
enaqgas

« Lastly the internal audit function is responsible for monitoring the efficiency of
controls in relation to identified risks.

1st line of defence

- Business units

2nd line of defence — <ifel e @)

D. Sustainability and Risks

defence -
Internal audit

Governance Define the regulatory framework

and governance.

Risk profile « Identify the Define a taxonomy of risks and
risks they advise the business units on
assume in their identifying risks.
ordinary

« Assess and Establish the risk measurement
measure risks methodologies and the risk
following the consolidation and reporting
established system.
measurement Validate the measurements made
methodologies. by the business units.

« Define risk Ensure that management controls «  Verify and
control and and measures are aligned with monitor the
management the company’s strategy. risk
measures. function

and
established
control

« Define actions to Provide a global and
correct failure to homogeneous vision of risks,
comply with risk reporting to Senior Management
limits. and Governing Bodies.

Risk Inform the Governing Bodies of

appetite the risk appetite and its

associated limit structure.
Validate measures and strategies
for correcting any non-
compliance.

the company, in three ‘lines of defence’:
« On the one hand, the business units that are responsible for the risks they take on
when conducting their ordinary business activities, and are therefore responsible
for identifying and measuring them.

Moreover, there is a risk control and management area responsible for: (i)
ensuring that the risk control and management system functions properly, (i)
active participation in the development of the risk strategy and definitions of
impacts on their management, and iii) ensuring that the control and management
systems adequately mitigate risks.

Enagas’ risk control and management model allows
the company to adapt to the complexity of the
environment and the economic backdrop
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The existence of certain governing bodies with responsibilities in the process of risk
control and management in the company:

Governing Bodies

- Board of Directors
- Audit and Compliance Committee
- Risk Committee

= The Board of Directors is responsible for approving the risk control and
management policy. Other responsibilities with respect to risks are delegated in
the Audit and Compliance Committee.

°

The Audit and Compliance Committee mainly supervises the efficiency of the risk
control and management systems and evaluates the risks to the company
(identification, measurement and establishment of measures for their
management).

o

The Risks Committee establishes the overall strategy for risks, the limits of global
risk for the company, and reviews the level of exposure to risk and the corrective
actions, should there be any non-compliance.

4. Establishing a risk appetite framework which defines the risk levels considered acceptable
and that are in line with established business objectives and the market environment in
which the company’s activities are carried out.

5. Transparency in the information provided to third parties, guaranteeing its reliability and
rigour.

The Risk Map sets out the main risks to which the
Enagas Group is exposed, including those associated
with climate change

This risk model includes a comprehensive analysis and regular monitoring of all risks,
allowing them to be adequately controlled and managed.

The existing model is completed by carrying out specific risk analyses that facilitate the
decision-making process based on risk-profitability criteria in those strategic Enagas Group
initiatives, new businesses or initiatives of special relevance. Risk Control carries out this

N
enagas

analysis on an independent, transversal (covering all types of risks) and homogeneous basis
(following the same methodologies as in the global risk measurement).

The Enagas Risk Map is shown below. It sets out in detail the main risks to which the Enagas
Group is exposed (over a three-year time horizon). It also shows the main emerging long-
term risk, which concerns the ‘role of natural gas in the future energy mix’. This risk is due,
among other factors, to climate change.

All risks arising from climate change are explained in detail in the ‘Climate Action and Energy
Efficiency’ chapter, in line with TCFD recommendations.

Similarly, risks related to natural capital are detailed in the_‘Natural Capital and Biodiversity
Management’ chapter.

[GRI 102-11, GRI 102-15, GRI 102-29, GRI 102-30, GRI 102-31, GRI 201-2]
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Consolidated Management Report 2020 enaqas

Corporate Risk Map
[GRI 102-11, GRI 102-15, GRI 102-29, GRI 102-30, GRI 102-31, GRI 201-2]

Operational and Strategic and Business
Technological Risks Risks
5. Industrial risks in Infrastructure 1. Role of natural gas in the future

operation @ energy mix (long-term effect)

6. Gybersecurity
(industrial and corporate systems)

2. Commerdial risk and demand
3. Risk In the development

of infrastructures
4. Legal risk
Critical o
Significant
Financial and Tax Risks Reputational Risks
7. Finandial risks (interest rate, exchange rate 9. Direct reputational risks
and liquidity)
8. Tax risks
Terms:

77 Long-term effect
© Short-term effect (3-year time horizon)



Details of the main risks

[GRI 102-11, GRI 102-15, GRI 102-30]

Type of risk Risk description

STRATEGIC AND BUSINESS RISKS

Risk level @

N
enagas

Control and management measures

1. Role of natural gas in the - The policies and regulatory measures for decarbonising the Significant * The company is actively working to mitigate this risk by encouraging
future energy mix (long-term energy models of the countries where the Enagéas Group operates new uses where natural gas contributes significantly to
effect) introduce uncertainty regarding the role of natural gas in the decarbonisation: marine, rail and heavy road transport.
future energy mix in the medium and long-term. « In addition, the company is committed to renewable gases
(biomethane and hydrogen) to move towards carbon neutrality and
decarbonise sectors that are difficult to electrify, such as transport or
high-temperature industry and energy storage.

See the chapter ‘Our commitment to the energy transition’.

2. Commercial risk and * In some of the markets in which the company operates, Acceptable * Internal analysis about the evolution of demand, gas system capacity,
demand revenues are affected by capacity arranged through contracts inter alia.
and/or changes in demand. « Participation in projects to promote the use of natural gas.

« Development of strategic commercial plans, detailed studies of
potential markets for LNG, renewable gases (biogas, hydrogen, among
others), and generation and development of new projects.

See the chapter ‘Our commitment to the energy transition’

3. Risk in the development of « New infrastructure developments are subject to obtaining Acceptable » Ongoing working relationship with public administrations. Monitoring
infrastructures licences, permits and administrative authorisations. The processes of the required procedures.

development of these complex processes could adversely affect « Contingency plans established to address unforeseen deviations.

the company.

* The execution of infrastructure projects may give rise to

unforeseen circumstances resulting in missed deadlines or

deviations from initially planned investment costs.
4. Legal risk « The financial results of the company may be affected by the Significant *« Management and monitoring of court cases.

uncertainties related with the different interpretation of contracts,
laws or regulations which the company and third parties may
have, as well as the results of any law suits undertaken.

Monitoring of existing situation with corresponding administrative
authorities.

(1) The risk map represents the residual risk, i.e. the risk considering the effectiveness of the established management and control measures (risk transfer to insurance companies or mitigation measures). Level of Risk: Acceptable /

Tolerable / Significant / Critical.
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Type of risk

Risk description

OPERATIONAL AND TECHNOLOGICAL RISKS

Risk level &

N
enagas

Control and management measures

5. Industrial risks in
infrastructure operation

In the operation of the infrastructure for transmission, Acceptable
regasification plants and underground storage facilities,

accidents, damage or incidents involving loss of value or

lost profits may occur.

< Emergency, maintenance and continuous improvement plans, the
existence of control systems and alarms that guarantee service
continuity and quality.

* Quality, prevention and environmental certifications and redundancy of
equipment and systems.

« Insurance policy contracts.

See the chapters ‘Financial and operational excellence’, ‘Health and safety’
and ‘Natural capital and biodiversity management’.

6. Cybersecurity (industrial
and corporate systems)

Damage to corporate and industrial systems as a result of Tolerable
attacks by third parties.

« Development and updating of the Cybersecurity Master Plan including
specific action measures.

See the ‘Health and safety’ chapter.

FINANCIAL AND FISCAL RISKS

7. Financial risks (interest
rate, exchange rate and

liquidity)

Volatility of interest and exchange rates, as well as Acceptable
movements in other financial variables that could

negatively affect the company’s liquidity.

Boosting sustainable finance and its impact on the

company’s financing conditions.

Hedging through derivative contracts to establish an optimal debt
structure.

Natural hedging through financing in the business’s functional currency.
Taking out credit lines with unconditional availability and temporary
financial investments.

Monitoring of sustainable finance regulation, contact with investment
entities, financing and rating agencies, etc.

.

See the ‘Financial and operational excellence’ chapter.

8. Tax risks
[GRI 207-2]

Possible changes to tax legislation that could affect the Acceptable
company’s results.

Possible differences in interpretation of the tax legislation

in force in the countries in which the Group is present

that may diverge from the criteria held by Enagéas and its

tax advisors. Possible defects of form.

« Consultancy services provided by tax specialists.

« Monitoring of Principles of action that govern compliance with tax
obligations, avoiding risks and tax inefficiencies.

See the ‘Ethics and integrity’ and the_Financial and operational excellence
chapter.

REPUTATIONAL RISKS

9. Direct reputational risks

Possible deterioration of the perception or image of the Significant
Enagéas Group from the different stakeholders.

¢ Fluent and direct communication with stakeholders.

« Permanent monitoring of information published in the media and social
networks.

« Action plans.

See the ‘Materiality and Sustainable Management Model’ chapter.

[GRI 102-11, GRI 102-15, GRI 102-30]
Credit and Counterparty Risks: In application of IFRS 9 since January 2018, a provision has been made for the expected loss from this type of risk.
(1) The risk map represents the residual risk, i.e. the risk considering the effectiveness of the established management and control measures (risk transfer to insurance companies or mitigation measures). Level of Risk: Acceptable

/ Tolerable / Significant / Critical.
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3. Our commitment to the
energy transition

Sustainability Strategy

The Enagés Sustainability Strategy supports the company’s strategy, and is linked to short
and long-term variable remuneration. This strategy sets out the three drivers upon which the
company relies to address the energy transition process and thus move towards a more
sustainable energy model:

0572020

Enagas has signed the Manifesto for a sustainable economic recovery. This initiative,
supported by the European Green Pact, is committed to a recovery for a more
sustainable and robust economy, leading to a more prosperous, sustainable, healthy
and resilient society.

Sustainability drivers

N
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Energy efficiency and emissions reduction: CLMATE
v ACTION
We must minimise the environmental impact of our operations by means of solutions that enable us to reduce our energy
consumption, thereby minimising our carbon footprint.
See the ‘Climate action and energy efficiency’ chapter.
People and culture: GENDER DECENT WORK AND
o W i, P EQUALITY ECORDMIC GROWTH

We must be able to attract and retain the best talent, creating working environments that enable us to continue to transform
ourselves and bring about creative solutions to form part of a more sustainable future.

See the ‘People’ chapter.

The role of natural gas and renewable gases in the energy model:

We have faith in the promotion of new uses for natural gas and the development of clean energy projects, such as

E‘_ ) biomethane and hydrogen.

See sections on ‘Renewable Gases’ and ‘Sustainable Mobility’ in this chapter.

13 oo
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Decarbonisation and carbon neutrality
[GRI 102-15, GRI 201-2, GRI 305-5]

In line with the increase in the European Union’s emissions reduction target (-55% in 2030
vs. 1990), and due to the progress made by Enagés in reducing emissions in recent years

(see the_‘Climate Action and Energy Efficiency’ chapter), the company is bringing forward the
carbon neutrality target to 2040, while also making the intermediate targets more ambitious.

It has thus defined the following roadmap for decarbonisation:

Carbon neutrality by 2040

2014 2018 2030 2040

-67%

304,758t CO.e

R
Net emissions =
0 tCO.e’

179,807t COze

* 106,665 tCOe offset

These emission reduction targets include the Global Methane Alliance’s methane emission
reduction commitment, and are defined according to science-based criteria. In 2040
emissions will have been reduced by 81% compared to 2014, while the company will also
have become carbon neutral.

This decarbonisation roadmap will be approached in line with the mitigation hierarchy:

- Reduction of emissions by prioritising the implementation of measures with the greatest
impact on our emissions:

o Improved operational efficiency at machine and system level with new technologies.
> Use of gas from renewable sources for self-consumption of natural gas.
o Electrification of natural gas consumption.
- Subsequent offsetting of emissions that cannot technically be reduced:
o Carbon capture and storage solutions.

o Study of alternatives to reach carbon neutrality in the points where the previous
options are not possible and/or profitable (offsetting - reforestation).

To achieve this reduction in emissions, Enagas has identified and planned specific actions:

N
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- Turbo-compressor electrification plan: the
main measure that will reduce 43% of the
emissions needed to meet the targets.

Direct COze - Improved energy efficiency in the operation
emissions of the Gas System.
(scope 1)

- Campaigns for detection, quantification and
reduction of leaks.

- Reduction in venting.

Indirect COze - 100% Guarantees of renewable origin and
emissions (scope 2) self-generation.

More than 50
energy
efficiency
projects per
year

See the ‘Climate action and energy efficiency’ chapter.

Our decarbonisation approach also has an exponential effect, helping to bring down third-
party emissions in the areas of renewable gases and new uses of natural gas. Renewable
gases will allow a progressive decarbonisation of the current electricity mix (see the
‘Renewable gases’ section). Furthermore, existing infrastructures are prepared for hydrogen
transport, gaining in economic competitiveness and with a lower environmental impact

(preventing emissions from the construction of gas pipelines).

The promotion of new uses of natural gas in mobility will contribute significantly to
decarbonisation, as natural gas is the only sustainable alternative in heavy transport for the
next 10-15 years (maritime and rail) (see the_‘Sustainable mobility’ section). Similarly,
natural gas used to replace coal is already reducing emissions in the electricity mix.
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Renewable gases
[GRI 102-15, GRI 201-2, GRI 203-1, GRI 203-2]

Enagéas promotes the development of renewable gases as new key solutions for the energy
transition through its subsidiary, EnaGasRenovable.

Non-electric renewable energies (hydrogen and biomethane) are indispensable energy
vectors that contribute to the development of a circular economy and to the energy transition
process, helping advance towards carbon-neutral economy.

These non-electric renewable energies can also be transported via the existing gas network
infrastructure, maximising their use. In this way, renewable gases will provide the energy
system of the future with the necessary flexibility and resilience, guaranteeing security of
supply, helping promote the connection of the gas and electricity sectors and enabling
complete decarbonisation.

See the Enagas informational video on renewable gases.

Enagas promotes the development of
renewable gases, such as green hydrogen
and biomethane, as new energy solutions

that are key to the decarbonisation process,
and in order to bring about a circular
economy

Green hydrogen

Green hydrogen, which is obtained from electrical renewable energy, is an energy vector for
the future and a key solution for storing renewable energy. It also has multiple applications,
as it can be used in all energy sectors (industry, mobility, domestic-commercial and
electricity generation).

£\
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Industry

Enagas’ infrastructure portfolio has sufficient capacity and geographical structure to connect
the potential production and consumption points. In this regard, Enagas is working on
adapting to hydrogen transport by evaluating and testing equipment and materials, taking
safety and regulatory aspects — and certain other questions — into account.

Enagas is also simulating the capacity of the gas pipeline network for hydrogen injection, and
analysing the possibility of transporting pure hydrogen in one of the existing pipeline network
splits.

Enagés’ technical specifications, required for the construction of pure hydrogen pipelines, are
being reviewed and modified. Work is also being done on identifying potential geological
structures for seasonal underground storage of this new energy vector, and also on
developing a roadmap to ensure that this infrastructure is viable by 2026, in accordance with
sustainable development needs of the new ‘Hydrogen Economy’.

In fact, Enagas is one of the eleven European gas infrastructure companies driving the
European Hydrogen Backbone plan for the development of a specific hydrogen transmission
infrastructure.

Enagas is also developing specific projects focused on producing green hydrogen. Enagas
aims to promote renewable hydrogen through projects aimed at decarbonisation and a just
and inclusive transition, drivers throughout its value chain, which contribute to the
development of the industry, towards creating sustainable jobs and, whenever possible, are
developed jointly with other partners.

Along these lines, Enagas has presented 30 renewable hydrogen development projects as
‘driver projects’ for a Just and Inclusive Energy Transition as part of the Recovery,
Transformation and Resilience Plan.
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Enagéas’ roadmap for promoting hydrogen is as follows:

- Development of industrial demonstration projects: initial projects as a seed for the
development of a value chain built around green hydrogen.

°

‘Green Hysland’ project: a project that has been recognised by the European
Commission as a strategic project for the deployment of green hydrogen in Europe and
selected to receive a 10 million euro grant. It aims to produce at least 300 tonnes of
renewable hydrogen from solar energy per year in Mallorca to be used in mobility (bus
fleets, rental vehicles, etc.), to generate heat and power in commercial and public
buildings, and to supply auxiliary power to ferries and port operations. Furthermore, as
a demonstration, injecting part of the hydrogen produced into the island’s gas network
is being considered. It is expected that this will reduce the island’s annual CO2
emissions by up to 20,700 tonnes. The proposal is being coordinated by Enagas and
promoted by Acciona, Cemex Redexis and IDAE, and is part of a reindustrialisation plan
in Lloseta.

o

Project at the Enagas plant in Cartagena: this is the first instance of hydrogen injection
in an operational gas network in Spain. It allows the carbon footprint of the
regasification plant to be reduced, and allows Enagas to gain experience in managing
mixtures of natural gas with hydrogen. The project has been planned in two phases:
firstly a technological demonstration (already operational), to inject renewable
hydrogen into fuel gas for flare pilot burners, and subsequently a scaling phase, to
eliminate 100% of the self-consumption of gas and associated carbon dioxide
emissions.

- Developing technology and R&D&I projects: initiatives for the study and research of
hydrogen technologies (R&D&I projects) across their value chain, promoting its own
initiatives and working alongside other companies, research centres and national, European
and international universities.

o SUNZ2HY project developed with Repsol: development of technology capable of
transforming solar energy into chemical energy to produce 100% renewable green
hydrogen. The process is direct, with no external input of electrical energy, and
reduces the carbon footprint by more than 90% compared to other conventional
processes. This is a new and disruptive project, which aims to achieve a competitive
price for hydrogen by displacing current solutions that are less efficient. The Catalonia
Energy Research Institute (IREC), the University Institute of Electrochemistry of the
University of Alicante, the Aragon Hydrogen Foundation and the engineering company
Magrana are all taking part in the project, which is financed by the Centre for the
Development of Industrial Technology and the European Union. After the first pilot
phase, the challenge is to achieve a commercial and competitive technology.

- Projects for the decarbonisation of all economic sectors, especially in regions where the
energy transition will have the greatest impact, helping to develop local hydrogen
economies which can also be extrapolated to other regions.

> Production plant in La Robla, Ledn: a project jointly promoted by Enagas and Naturgy
in Ledn to develop the largest hydrogen plant in Spain, which will produce up to
approximately 9,000 tonnes of renewable hydrogen per year, from a 400 MW
photovoltaic plant and an electrolyser of up to 60 MW, to cover local consumption, gas
network injection and to enable future export to north-western Europe. The project,
which has been submitted as part of the application for projects of common European
interest (IPCEI), will make it possible to reduce COz emissions, as it is based on the
production and use of green hydrogen, and will therefore encourage greater
assimilation of renewable energies into sectors that are difficult to electrify.
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- Power-to-gas projects for closer connections between the gas and electricity sectors:
integration of the electricity and gas sectors to optimise the efficiency of the national
energy system, storage back-up, making use of the potential curtailment associated with
the massive penetration of electric renewable energies included in the National Integrated
Energy and Climate Plan.

Biomethane

Biogas obtained from waste is a source of renewable, local and storable energy, with a
positive impact on employment and the rural economy. After a process of cleaning and CO2,
separation, the biogas transforms into biomethane: a totally renewable gas, of equivalent
quality to natural gas, that can be injected into the transmission network. The
Valdemingémez plant in Madrid is the first example in Spain of this type of use with injection
into the gas network, in this case by Enagas.

Enagéas promotes the development of biomethane that can also be used as a sustainable fuel
in the form of Bio-CNG (compressed natural gas) and Bio-LNG (liquefied natural gas) in light
and heavy vehicles.

Enagas also supports start-ups from its ‘Enagas Emprende’ programme and start-ups that
focus on promoting renewable gases, such as ‘BioEnGas’ (see the ‘Corporate
entrepreneurship and open innovation’ section).

Enagas has presented more than 16 biomethane development projects as ‘driver projects’ to
meet the demographic challenge and the fight against depopulation. Particularly notable
among these projects is the one promoted by Enagas Emprende’s start-up, Bioengas, and
Suma Capital. This is a pioneering project to develop and inject biomethane in a network.
The project aims to produce and inject approximately 20 GWh of biomethane per year into
the Spanish gas system, which would reduce emissions by around 30,000 tonnes of CO:

equivalent. This project is the first of its kind to be carried out in Spain by a private initiative.

The upgrading process, which is required to convert biogas into biomethane, will be carried
out in a biogas plant located in the province of Burgos. The promoting companies will
collaborate with two other companies for the implementation of the project: Biogasnalia, a
waste manager and owner of the biogas plant in Burgos, and AGF Ingenieria de Procesos, a
firm in charge of the design and execution of the facility.

[GRI 102-15, GRI 201-2, GRI 203-1, GRI 203-2]
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Sustainable mobility
[GRI 102-15, GRI 203-1, GRI 203-2]

Enagas is committed to decarbonising transport by promoting the use of natural gas and
renewable gases in mobility.

Natural gas plays a very important role in ensuring security of supply and competitiveness,
including for energy-intensive sectors, such as heavy industry or heavy transport, where
electrification is not a solution today. In the field of transport, it is positioning itself as one of
the most sustainable fuels, key to reducing emissions and improving air quality.

The use of natural gas as a fuel for transport would allow for NOx emissions to be reduced by
80-90%, CO2 emissions to be reduced by 20-30% and SOx emissions and particles by
practically 100% compared to traditional fuels. This makes natural gas a sustainable
alternative for mobility and heavy, maritime and rail transport.

Its contribution is particularly important in the case of maritime transport, as it allows vessels
to adhere to new environmental regulations set forth by the International Maritime
Organisation (IMO) and European Directive 2016/802.

As part of our commitment to innovation, at Enagas, we have made technical adaptations to
our liquefied natural gas (LNG) plants which are now ready to offer new services related to
the role of gas as a fuel, such as bunkering (supplying fuel for ships). In addition, we are
promoting these new uses through our coordination in projects such as ‘CORE LNGas hive’
and ‘LNGhive2’, as well as through our participation in other projects with European CEF
funds in the railway field, such as the RAILNG project and the retrofitting of a freight
locomotive to use LNG.
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The European Union will allocate around 27 million euros to the implementation of two
projects in Spain through the Connecting Europe Facility (CEF) mechanism, which promotes
more sustainable and efficient transport. Specifically, the European Commission will support
a number of initiatives, including the development of two new projects for the supply of LNG
to ships (bunkering) in the ports of Barcelona and Algeciras, coordinated by Enagas. These
projects are part of the ‘LNGhive2’ institutional strategy, managed by Puertos del Estado,
aimed at promoting the development of the LNG market as marine fuel and to ensure supply
in ports, in compliance with European Directive 2014/94 on alternative fuels.

In the railway sector, Enagas was one of the participating companies in the first LNG rail
traction pilot test in Europe, and by implementing the Railway Roadmap set out with Renfe,
the company is working with all segments of rail traction to retrofit diesel vehicles for natural
gas in business areas where electrification would be unprofitable.

Enagas is currently developing several projects: the ‘BIORAIL’ project, which will test
different motorisation technologies with a mixture of renewable gas and hydrogen; the
‘H2rail’ project for introducing fuel cells for railway traction; and lastly, the San Pedro tunnel
project to carry out real tests and analysis of hydrogen and LNG leaks in railways.

Moreover, hydrogen is the new energy vector that offers countless possibilities for energy
consumption, storage and mobility. It is a real, clean and sustainable alternative to
traditional energy sources and therefore, using it as a vehicle fuel also helps towards
sustainable mobility.

Enagas has developed Spain’s first 700 bar hydrogen refuelling station, as part of a
comprehensive project, located in northern Madrid, jointly promoted with Toyota Espafia and
Urbaser. This collaborative initiative also includes the commissioning of 12 Toyota Mirai
(100% hydrogen fuel cell electric vehicle) units based in Madrid, in what is a pilot commercial
hydrogen initiative for Spain.
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Enagés receives support from the European Union for the development of 16 LNG, biogas
and hydrogen vehicle supply points. The company is coordinating the ECO-Net Project,
which aims to contribute to transport decarbonisation by introducing LNG, biogas and
green hydrogen. The project has an overall budget of approximately 13 million euros,
and includes the construction of 16 alternative fuel supply points for heavy vehicles and
passenger cars over a period of up to three years. These supply points — 15 LNG and
one hydrogen (the first in Spain at 700 bar pressure) — will be distributed along the
Spanish corridors of the Trans-European Transport Network.



Corporate entrepreneurship and open innovation

Enagas has put in place a programme of corporate entrepreneurship and open innovation for
the purpose of supporting and fostering new ideas and innovative business projects which, in
accordance with our strategy, will enable us to create value and diversify the business. This
programme allows us to gain an early foothold in disruptive technologies and start-ups that
are aligned with the improvement of efficiency, competitiveness and sustainability in the
energy sector against the current backdrop of energy transition.

The ‘Enagas Emprende’ programme seeks projects inside and outside the company related to
the company’s future strategy to drive the energy transition through new business models
and disruptive technologies. It is structured along the following lines:

« Corporate entrepreneurship: development of business projects and ideas based on Enagas’
technical, economic and market-related skills.
« Venture Capital: investing in and supporting start-ups.

« Open Innovation: incorporation of projects and technologies supported by capabilities
external to Enagas.

‘Enagas Emprende’ studies and analyses each proposal on an individual basis and offers
acceleration programmes tailored to the needs of each project, which can vary from financial
resources, conducting technical pilot testing, co-development and support for commercial
development, among others.

For further details on the Enagas Emprende Programme, visit the corporate website

Thanks to the support of ‘Enagas Emprende’, eight internal Corporate Entrepreneurship
projects have become start-ups:
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Start-ups from corporate entrepreneurship

VIRA

GAS IMAGING

WwWWw.Viragasimaging.com

A start-up offering consultancy services for gas detection and quantification, assisting their customers to comply with environmental laws and regulations, improve
their carbon footprint and achieve greater efficiency in their business operating processes.

elefficiency

www.edefficiency.es

A start-up with innovative, technically validated technology for environmentally friendly cold energy transport, encouraging large companies requiring cold energy to
set up in the vicinity of LNG plants.

O SCALEGAS

www.scalegas.com

A start-up that invests in small/medium-scale NG/LNG infrastructure (bunkering, service stations, vehicular natural gas, etc.) and in the design, execution, operation
and maintenance for third parties, commercialising its capacity and providing logistics services. This start-up has become a shareholder of the LNG plant in Ravenna

(Italy) to collaborate in the development of small-scale liquefied natural gas (LNG) in the Mediterranean. It has also launched eleven refuelling stations for natural gas
vehicles.

atodomds

Gasz2move*
L

WWW.gas2move.com

A transport start-up dedicated to environmentally sustainable last-mile logistics in which the entire vehicle fleet is powered by alternative energy sources (natural gas,
electricity, hydrogen, etc.).

SERCOMGAS

WWW.sercomgas.com

Support services for shippers in their daily operations. Provides services for the entire process, ranging from obtaining a licence number to ship gas in Spain to back
office services, reporting to official entities and training on the gas system.

)]

[ (4 D)

www.smartenergyassets.com

A start-up that manages gas metering processes, based on latest-generation artificial intelligence algorithms (Analytics and Machine Learning). The new metering
models will have the capacity for self-learning and will be available through a platform in the cloud.

= BIDENGAS
=

www.bioengas.com

A start-up focusing on the development and operational management of biomethane plants from agricultural waste, livestock and other origins, to promote the circular
economy and generate green energy in the framework of the energy transition.

@ rzcneem

www.h2greem.com

A start-up that develops, manufactures and markets small and medium-scale hydrogen generators by electrolysis using its own PEM (Proton Exchange Membrane)
technology, and which also offers associated operation and maintenance services.
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In addition to the internal projects mentioned, Enagas Emprende has also invested in six

external start-ups:

External start-ups

SEaB
S

www.seabenergy.com

8 DualMetha

www.dualmetha.com

>

ROD

.
ey
]

www.helioprod.com

HYGEN

www.hygengroup.com

www.trovanttech.com

ANTOM

www.solatom.com

English circular economy start-up that designs and
markets small-scale plants for installation in buildings,
using organic waste generated on site to transform it into
green energy, water and fertiliser.

French start-up with proprietary technology for modular
biogas plants that manage multiple types of waste,
mainly agricultural; the objective of which is to generate
biomethane to inject into the gas network.

Start-up originating from the first Dual Metha modular
plant pilot project; the project, named a prize winner by
the French state agency Ademe, featured eight solid
digestion tanks with a capacity of 250m? each.

Latvian start-up that has developed a CNG (Compressed
Natural Gas) fuelling system that allows the rapid
refuelling of vehicles in situ, in homes or workplaces.
Hygen’s compressors are based on a patented technology
that provides greater durability and reliability.

A start-up which specialises in the development of
technologies based on biological processes for the
treatment and re-use of organic waste, to turn it into
valuable products. A start-up focused on the biogas and
biomethane sector.

A start-up that designs, develops and installs solar
modules that are easy to transport and install for
industries. These give them the ability to provide a
sustainable and economical alternative to the fossil fuel
boilers currently used in factories.
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Together with Red Eléctrica, CLH, Iberdrola, BP, EIT InnoEnergy, Acciona, Capital
Energy and DISA, Enagéas promoted the Positive Energy+ initiative to contribute to
mitigating the economic and social impact of COVID-19 from the standpoint of energy
and through innovation.

0372020

Enagés has launched Klima, a venture capital fund aimed at acquiring interests in
technology companies in the field of energy transition, through an alliance with
Alantra. The focus is on Spanish and European companies in the B2B (business to
business) segment that operate in attractive and high-growth segments of the energy
sector, such as: energy storage, energy efficiency, renewable gases (hydrogen and
biogas), carbon capture, sustainable mobility, etc.

It is a fund which has a naturally positive impact, as it invests in companies that
favour the reduction of CO2 emissions. By design, it incorporates the best SRI (Socially
Responsible Investment) practices both in affiliates and in the internal processes of the
fund manager.

Digital transformation

Enagas’ digital transformation has enabled the company to continue operating normally
throughout 2020, an exceptional year because of the impact of the pandemic. Enagas has
made great strides in this area, for example through the implementation of Enagas Digital
Workplace. Through this programme, new, more agile and flexible work scenarios with the
emphasis on co-working have been adopted so as to add new technologies and habits to the
day-to-day, allowing professionals to continue to carry out their work remotely, without
interruption.

A Data Governance Policy has also been approved, with a strong emphasis on the value of
data to help in decision-making.

Progress has also been made in defining the transformation roadmaps for the different areas
of the company, focusing on the generation of value and efficiency, prioritising customers
and employees, and leveraging the potential of new technologies. In 2020, Enagas has
advanced in the digitalisation of the Technical Manager of the System, and there has been
further process automation across many different domains of the company. We have also
developed tools based on advanced analytics and artificial intelligence capabilities that allow
us to evolve towards a more predictive and prescriptive maintenance of our infrastructures.
We are also transforming the way our employees work in the field, focusing on improving
their day-to-day work, bringing them on board from day one in designing the solution which
they can use to work in a more autonomous and flexible way.

All of this is aligned with our strategic framework, through which we pursue the development
of digital capabilities, efficiency in our value chain, and sustainability in our revenues. In fact
the company is already monetising value from this approach.
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See the Data Governance Policy on the corporate website.

The digital transformation has enabled
Enagas to continue its business as usual in a
year marked by the COVID-19 crisis

Technological innovation
Technological innovation at Enagas is focused on two areas: [GRI 203-1]

« Improving the different aspects of the company’s present activities, such as energy
efficiency and self-generation of energy, the measuring of gas and analysis of its
components, operational safety and the materials and equipment necessary for its activity.
The most relevant projects worked on in 2020 were: the project to measure fugitive
methane emissions (see the ‘Climate Action and Energy Efficiency’ policy), a pilot project
to neutralise water odour with methanol in underground storage facilities, and a project
for autonomous nitrogen generation at the Huelva plant.

« The analysis and development of technology that, in the short and medium-term future,
may add value to the company’s own infrastructures and/or know-how, such as
production, analysis, certification and transport of synthetic natural gas, biogas,
biomethane and hydrogen. (See the_‘Renewable gases’ section).

In 2020, the amount invested in technological innovation amounted to 2.54 million euros,
33% of which corresponds to projects related to renewable energy. [GRI OG2]

4 This figure comprises the costs associated with the approved projects (amount entered as R&D expenses in
the ‘Other operating expenses’ section of the Consolidated Annual Accounts), procurement of R&D, personnel
expenses and the purchase of equipment and instruments.



4. Creation of value for our
stakeholders

Against a backdrop dominated by the pandemic,
Enagas’ response has been based on Resilience,
Recovery and Reinvention
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The COVID-19 crisis has highlighted the importance of sustainability for companies such as
Enagas.

We are able to deliver on our stakeholders’ demands by having a strategy in which
sustainability is integrated and having made commitments to them through our policies. This
helps us to mitigate the negative effects of this health crisis on society, especially on the
most vulnerable.

This response is structured in three phases: Resilience, Recovery and Reinvention. In the
most difficult moments of the healthcare crisis, Enagas adopted an initial resilient approach,
and focused its efforts on protecting the safety, health and well-being of its professionals and
other stakeholders, guaranteeing the security of natural gas supply, and mitigating the social
and economic impact on society, helping the most vulnerable members of our communities
(see the ‘People’ and ‘Local communities’ chapters).

The next stage has been Recovery. Here we have sought to revive our economy, ensuring no
one is left behind, seeking to maintain and reinforce our purpose and our commitments to
key stakeholders:

e Maintaining and even increasing employment during the pandemic, with 24 new
professionals and the signing of the new collective bargaining agreement (see the
‘People’ chapter).

e Speeding up payment to our suppliers and providing them with proper safeguards in
terms of their contracts, so they can in turn feel confident about their jobs (see the
‘Supply Chain’ chapter).
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e Making sure our customers enjoy the highest possible standards of efficiency and safety in
operations, to cope with the fall in demand for natural gas, with 70% of the gas arriving
in Spain by ship (see the_‘Financial and operational excellence’ chapter).

e Keeping our dividend payment pledges for our small and large shareholders (see the
‘Financial and operational excellence’ chapter).

e Working with regulatory bodies to make the gas system more competitive, and meet the
challenges of decarbonisation through the Green Deal, the Climate Change and Energy
Transition Act, etc. (see the_‘Climate Action and Enerqgy Efficiency’ chapter).

To address the Reinvention which lies ahead, we are stepping up our commitment to
decarbonisation, not only in our activities, but also through the increased use of alternative
fuels such as liquefied natural gas (LNG) in transport and the development of renewable
gases (see the ‘Commitment to energy transition’ and_‘Climate action and energy efficiency’
chapters).

What this means is that sustainability has become more important than ever for our
company. Because of this, we have updated our materiality matrix, as shown below,
following the sustainable management model and the stakeholder management procedure.

The COVID-19 crisis has highlighted the
importance of sustainability for the company

Sustainable Management Model

The Enagés Sustainable Management Model establishes the company’s responsibilities as
regards sustainability governance and defines the assessment tools for identifying the lines of
action that are set out in the Sustainable Management Plan.

The Sustainability, Appointments and Remuneration Committee (CSNR) is the highest body
with responsibility for sustainability (economic, environmental and social impacts). The
Sustainability Committee, made up of members of the Management Committee, reports to
this committee and is responsible for approving initiatives in this matter (by delegation from
the CSNR). [GRI 102-29, GRI 102-31]

At executive level, the Chief Executive Officer is responsible for managing the company’s
business, under the supervision of the Chairman, who is responsible for driving the company
forward and the ongoing coordination of its activities.

Under the umbrella of the Chief Executive Officer and as a general rule, the Finance
Department is responsible for managing financial matters, while the Human and Corporate
Resources Department is responsible for environmental and social matters. [GRI 102-18, GRI
102-19, GRI 102-20]

35



Sustainable Management Model

| Governance model

| s 1 I of senior
Appointments Committes
and
Remuneration
Committes

T 1 +

Assessment tools

» 120 Standards on Quality, Health and Safety,
Ei

‘(""'°”"I‘|‘9 aroups of senior
Excellence

aroups, management
Integrated
Management
System
Committee..)

» Setting targets linked to variable remuneration

Y

Performance
report

[GRI 102-21]

»

. Energy Efficiency

» EFQM excellence modal

» Sustainabllity indlces and rating agency
asspssments (DISI)

» Relations with stakeholders {needs and
axpectations)

Innovation and continuous improvement

o

Envirenmen
tal aspects

PNy
11

Governance
aspects

Sustalnable Management Plan

Improvements
identified

Materiality analysis and stakeholder management

Enagas defines its stakeholder map by identifying the different groups that are influenced by
and exert influence on the company’s activities, based around the company’s Strategy. Every

year, internal supervisors at Enagas review these groups and their segmentation, the
relationship channels with each of them, according to the company’s strategy and
organisational model. By this means, the stakeholder relationship model is defined:
[GRI 102-21, GRI 102-42, GRI 102-43, GRI 102-44, GRI 102-46, GRI 207-3]
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We establish processes of dialogue and
collaboration with our stakeholders to
identify their needs and expectations

36



enagas

Enagas stakeholders Relationship channels

Regulatory bodies (state, local and international)

Regular meetings (face-to-face, telephone, e-mail)
Corporate website

Investors (investment fund managers, rating agencies,
analysts)

Regular meetings (face-to-face, telephone, e-mail)
Roadshows
Corporate website

Shareholder Information Office

Free shareholder helpline

Electronic mailbox

Meetings with minor shareholders and analysts

Employees (professionals, social organisations)

Regular meetings (face-to-face, e-mail)
Corporate Intranet

In-house magazine ‘Azul y Verde’
Electronic newsletter ‘Rafagas’

Internal communication campaigns
Ethics Channel
Opinion surveys and associated improvement plans

Customers (distributors, shippers, transmission
companies, direct consumers in the market)

Account managers

Regular meetings (face-to-face, telephone, e-mail)
Main Control Centre

SL-ATR

Spanish Gas System Monitoring Committee

Corporate website: SL-ATR 2.0 portal and SITGAS portal
Customer newsletter

Meetings with customers (Shippers’ Day)

Customer satisfaction surveys and associated improvement plans
Service desk

Partners (business partners, strategic business partners
and company management)

Coordinators of affiliated companies
Regular meetings (face-to-face, telephone, e-mail)
Governing Bodies

Media (general, economic, specialised in the sector,
specialised in sustainability)

Regular meetings (face-to-face, telephone, e-mail)
Corporate website

Media hotline
Media mailbox

Suppliers (critical and non-critical)

Regular meetings (telephone, e-mail)
Corporate website: supplier portal
Supplier platform

Contractor Access System
Supplier mailbox

Financial institutions

Regular meetings (face-to-face, telephone, e-mail)

Associations and foundations (from the energy/gas
sector, from social, environmental, ethical (sustainability)
areas, in education and culture, health and development
cooperation)

Regular meetings derived from participation in groups and forums
(face-to-face, telephone, e-mail)

[GRI 102-40, GRI 102-42, GRI 102-43]
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Materiality

[GRI 102-21, GRI 102-44, GRI 102-46, GRI 102-47]

Enagas identifies and prioritises material topics in the company’s direct operations, according
to the level of importance these have for Enagas and its stakeholders. This is based on the
company’s activities, the strategy and operating context, as well as on the needs and
expectations of its stakeholders. During 2020, and against the backdrop of the pandemic,
Enagés used the identification and prioritisation procedure to review its stakeholders’
expectations:

= External consultation to assess to what extent stakeholders attached importance to each
issue. It performs this consultation whenever there are significant changes to the context
(strategic update, crisis, etc.). Enagas has identified the expectations of its stakeholders
and relevant issues associated with the impact of COVID-19 through the stakeholder
relations channels.

= Consultation with governing bodies to assess the level of importance of issues for
Enagas. This consultation is carried out annually through the validation of material topics
and their prioritisation by the governing bodies (Sustainability Committee, Sustainability,
Appointments and Remuneration Committee).

The material topics, and the result of the materiality matrix update exercise carried out in
2020, are shown below.

In the context of the COVID-19 crisis,
Enagas has updated its materiality matrix

Material topics in the Enagéas value chain

Enagas has identified eight material topics in the Governance, Social and Environmental
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Enagés ensures the company’s sustainability by managing these aspects in its value chain,

viz., both in its direct operations and in the operations of third parties with whom it has

relationships: suppliers and affiliates.

Direct operations Supply chain Affiliates

-
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Evaluation of critical
management standards
(affiliates management

model)

Evaluation of material topics

Sustainable Management (consultations and audits)

Model
See the ‘Supply chain’ chapter

See the ‘Affiliates’ chapter

aspects:
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Enagés considers human rights as a material issue included in the areas of Ethics and
Compliance, People (labour rights), Local communities (rights of communities), Health and
Safety and Management of natural capital and biodiversity (right to use natural resources)
(see the ‘Human Rights’ chapter).

The following chapters explain how we are creating value for our stakeholders through our
performance in each material issue, including corporate governance, the supply chain and
management of affiliates as key transversal aspects for value creation.

Update of the Enagas materiality matrix

As a result of the update exercise carried out in 2020 due to the COVID-19 crisis,
stakeholders now attach greater importance to all issues across the board.

The most important increases concerned the issues of Health and Safety and People, in the
social dimension, and Climate action and energy efficiency, in the environmental dimension,
both for stakeholders and for Enagés. It should be noted that stakeholders attached more
importance than ever before to the issue of Ethics and Integrity; in fact it continues to be the
most important issue for stakeholders.

Another important part of this update has been the increased importance of sustainable
management in the value chain, especially in affiliates.
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Consolidated Management Report 2020

Update of the Enagas materiality matrix

[GRI 102-44, GRI 102-46, GRI 102-47]

-

Update of the Enagas materiality matrix
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4.1 Good Governance
[GRI 103-1, GRI 103-2, GRI 103-3]

Good governance is a primary concern for the company, as is reflected in the Enagas
Sustainability and Good Governance Policy. This policy confirms that a good governance
model allows us to create value in the short, medium and long-term for shareholders,
customers, suppliers and other stakeholders. It also strengthens the company’s control
environment, reputation and credibility for third parties.

The key areas on which our governance model is structured are the company’s strategy and
objectives (see the ‘Strategy’ chapter), the structure and functioning of the governing bodies
(independence, diversity, etc.), performance and the system of incentives for decision-
making.

Sustainable Management Plan

Main lines in 2020

- Review of the evaluation process of the Board of Directors

- Updating and approval of the Regulations governing the activities of the Audit and Compliance
Committee, as well as the Regulations of the Board of Directors, in order to adapt them to the
recommendations made in the revision of the Good Governance Code of listed companies.

- Enhanced Board training in key areas of company strategy

Certification of the 2020 Enagas General Shareholders’ Meeting as a sustainable event in
accordance with the 1SO 20121:2013 standard.
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2021 lines

- Planning for the 2021 and 2022 Board renewals, taking into account good governance
recommendations regarding the number of Board members (reduction of Board size) and gender
diversity on the Board (40% women).

25% 18%0 16 69%0 48%

women on the Board women in the Management members of the Board of Independent Directors Quorum at 2020 GSM
Committee Directors

[GRI 405-1]
[GRI 405-1]
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Board of Directors and Committees
[GRI 102-18, GRI 102-22, GRI 102-23]

Position on the Sustainability,

Name of the Director P03|t|onD?'r1e;:1oersBoard of Type of Director szmgna%r;;hgoﬁqurg::égd Appoint_ments anc_j
Remuneration Committee
Antonio Llardén Carratala Chairman Executive
Marcelino Oreja Arburda Chief Executive Officer Executive
Marti Parellada Sabata Director Other external Member
Isabel Tocino Biscarolasaga Director Independent Chairwoman
Ana Palacio Vallelersundi Independent Leading Director Independent Chairwoman
Antonio Hernandez Mancha Director Independent Member
Patricia Urbez Sanz Director Independent Member
Santiago Ferrer Costa Director Proprietary Member
Luis Garcia del Rio Director Independent Member
Rosa Rodriguez Diaz Director Independent Member
Gonzalo Solana Gonzélez Director Independent Member
Ignacio Grangel Vicente Director Independent Member
José Blanco Lépez Director Independent Member
José Montilla Aguilera Director Independent Member
Cristébal José Gallego Castillo Director Independent Member
SEPI - Sociedad Estatal de, Participaciones Industriales Director Proprietary Member
(represented by Bartolomé Lora Toro)
Rafael Piqueras Bautista General Secretary Secretary Secretary

0672020

The General Shareholders’ Meeting approved the 2019 accounts, the management
report and all business listed on the Agenda. Enagas’ 2020 General Shareholders’
Meeting was certified for the first time as a sustainable event in accordance with the
1SO 20121:2013 standard and was held in a virtual format.

See the Regulations of the Organisation and Functioning of the Board of Directors of
Enagés on the corporate website.
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Board structure: independence and diversity
[GRI 102-18, GRI 102-22, GRI 405-1]

The Regulations of the Organisation and Functioning of the Board of Directors of Enagas
includes conditions which must be met by Board members in order for them to be considered
independent. An additional target has been defined to have at least half of the Board
consisting of independent directors.

Board of Directors Proportion of women on the Board of

Directors
4 25%
6.2%
12.5% = Independent
directors
= Executive
’ directors
12.5%
= Shareholder
representation
= Others 6%
2007 2020

In 2020, the Enagas Board of Directors increased the number of independent directors to
68.8%.

The policy for the selection of Directors sets out the principles on which the selection
processes for members of the Board of Directors are based:

= The principle of diversity of knowledge, gender and experience.

= The principle of non-discrimination and equal treatment, so that the selection procedures
for members of the Board of Directors are not subject to implicit bias which could entail
any discrimination of any kind, whether due to race, sex, age, disability, etc.

« Compliance with laws in force and with the Enagas corporate governance system;
likewise, with the recommendations and principles of good governance adopted by the
Company.

Enagas’ commitment to promote gender diversity on the Board is also reflected in the target
of 30% of women on the Board included in the Long-Term Incentive Plan 2019-2021, which
will be updated in the next Long-Term Incentive Plan 2022-2024 in line with the new CNMV
recommendations to reach 40%. By this means, Enagéas will make further progress in line
with the focus on continuous improvement set out in its corporate policies.

£\
enagas

With regard to diversity of knowledge and experience, the Enagas Board of Directors was
evaluated by an independent external assessor who concluded that the Board presents an
appropriate balance of knowledge and experience that allows it to fulfil the company’s
strategy and given the context of its markets.

For this purpose, the skills, knowledge and experience of each of the members of the Board
of Directors have been studied to ensure the fulfilment of strategic priorities.

Moreover, the Board of Directors of Enagéas covers other relevant abilities and experience for
the development of the business, for instance, in the fields of business and management,
economics, legal and tax, finance and capital markets, human resources, infrastructure,
computing and technology, and marketing and sales. Cybersecurity and computing and
technology abilities have also been added to the 2019 evaluation. [GRI 102-27]

See the Director Selection Policy on the corporate website.

Enagas maintains a percentage of 68.8% independent
directors and is working to align its next Long-Term
Incentive Plan with the new recommendations of the
CNMYV to achieve 40% women on the Board of
Directors

42



Consolidated Management Report 2020

2\
enagas

Skills, knowledge and professional experience of the Board of Directors [GRI| 102-27]

Engineering (Qualification and extensive experience as a practising
engineer).

Sustainability, Appointments and Remuneration
Committee

Audit and Compliance Committee

Industry / Sector (Extensive experience in administration, management
and control in major energy companies).

Public / Regulatory institutions (Extensive experience acquired through
direct exposure to regulators and related institutions).

Corporate Governance (Experience in positions of oversight (Chairman
of the Board / Director on the Board of Directors of listed companies /
specific management roles in large or listed companies)).

Auditing / Accounting (Extensive experience acquired in positions of
senior management (CEO, CFO) in listed companies and/or holding
management positions in an accounting firm).

Risk control and management (Relevant experience in related positions
(Risk Officer, internal auditor, internal control positions,
monitoring/risk/internal control committees).

Corporate Social Responsibility and Environment (Extensive experience
in administration, management and control in companies operating in
sectors exposed to high environmental impact or broad experience in
roles of strategic management of social and/or environmental issues.
Multi-year academic experience in this field).

International expansion / Multicultural environment (Previous
experience working for multinational or domestic companies in a
position with significant international exposure).

Business / Management (Previous experience as a senior manager in
other companies).

Cybersecurity.

Computing and technology.
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Functioning of the Board
[GRI 102-28]

Enagéas’ Sustainability and Good Governance Policy establishes compliance with national and
international recommendations and best practices in the area of corporate governance, in
aspects such as the training and assessment of Directors, as one of its commitments.

Every year, an assessment of the Board is performed with the participation of an
independent external expert. The evaluator has been rotated in 2020. This assessment is
performed objectively and from a best-practice viewpoint by means of questionnaires
completed by all members of the Board. The conclusions of this phase are checked in
interviews with the same Directors.

The Board’s skills matrix includes
Sustainability competences

The aim is to sustain and bolster the performance of the Board of Directors.

The results of the latest assessment on the functioning of the Board reached the following
conclusions:

= The directors express their satisfaction with the performance and discharge of
responsibilities of the board of directors and its committees.

= Among other matters, the directors highlight the climate of dialogue and debate at the
meetings, the transparency and quality of the information provided, the accuracy of the
minutes, and the performance of the chairman, the chief executive officer and the
secretary of the board.

= Similarly, the directors believe that the board should continue to focus on oversight of
strategy and risk.

See the Sustainability and Good Governance Policy on the corporate website.

Twelve meetings of the Board were held in 2020 with an attendance of 100%, and the
following critical issues were addressed: [GRI 102-21, GRI 102-33, GRI 102-34]

N
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Corporate
Sustainability Challenges Gov_ernance, Unanimously
Environmental and approved
Social
Corporate
Transparency in non-financial information and Governance, Unanimously
diversity Environmental and approved
Social
Annual Risks Report Corporate Governance Unanimously
approved
Monitoring of the Company’s contributions to social Social Unanimously
action and corporate volunteering approved
COVID-19 Crisis Management aimed at ensuring
the health and safety of employees, infrastructure . Unanimously
h : : Lo Social
integrity, security of supply and contribution to approved
stakeholders
Diversity and Inclusion with a specific focus on . Unanimously
. . . Social
gender diversity and fair pay approved

Decarbonisation strategy: carbon neutrality target

setting

Unanimously

Environmental
approved

Among the critical issues addressed in 2020
by the Board of Directors, are those related
to environmental, social and good
governance aspects
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Remuneration of the Board of Directors
[GRI 102-35, GRI 102-36, GRI 102-37]

The Enagés Board of Directors is empowered to adopt resolutions on Directors’ remuneration.
The Sustainability, Appointments and Remuneration Committee proposes the remuneration
criteria, within the limits set forth in the Articles of Association and pursuant to the decisions
taken at the General Shareholders’ Meeting. The Committee also monitors the transparency
of remuneration. Thus, in 2019, the General Shareholders’ Meeting approved the Directors’
Remuneration Policy for 2019-2021 with the following characteristics and following the
criteria of independence, involvement of stakeholders (the remuneration report is put to a
consultative vote at the General Shareholders’ Meeting) and internal and external
assessment.

In 2021, the new Directors’ Remuneration Policy 2022-2024 will be submitted for approval by
the General Shareholders’ Meeting. It maintains continuity with the fundamental premises of
the previous policies while also incorporating technical improvements.

£\
ena

as

45



Consolidated Management Report 2020 enaqgas

Long-Term Incentive Plan 2019-2021 [GRI 102-35, GRI 102-36, GRI 102-37]

Eligibility Members of the Management Committee and the rest of the management team: 48 participants

pe of Plan Plan for delivery of shares and cash linked to the goals of the Strategic Plan. A minimum reference of shares is established for each segment: 100% Executive
Directors, 80% Management Committee and 60% Managers

Period of goal measurement and permanence: 3 years

Conditions for receiving the = Achievement of the four outlined targets (see the ‘Strategy’ section)
incentive = Length of service in the Group

Achievement scales = An achievement scale is established for each goal with:

> A minimum achievement level, below which no remuneration is paid

> A 100% achievement level, for which 100% of the initial target remuneration is paid

o The maximum total remuneration may not exceed 125% of the initial target remuneration

o Intermediate levels are calculated using linear interpolation

> In the case of absolute TSR, no reward can be given for non-compliance with the target, in which case the total maximum incentive would change
from 125% to 85%.

Incentive level The incentive is expressed as a percentage of the fixed remuneration for 2019 or a number of times the fixed remuneration amount, in a way that allows
segmentation by management level. Annual incentive: 50% for Executive Directors, 45% for the Management Committee and 30% for Managers

Clawback clauses In the event of certain circumstances coinciding, the Board may, if suggested by the Committee, claim part or all of the remuneration paid.

Allowing the partial or total cancellation of deferred amounts pending payment.

Share settlement, deferral and = Once the period for measuring targets has elapsed, the 1st payment date (50% of incentive) will take place.

holding period « The 2nd payment date (50% deferred) will take place on the first anniversary of the 1st payment date.

= A holding period of two years is proposed for the shares received on the 1st payment date, and of one year for the shares received on the 2nd payment
date.

46



Remuneration of the Board of Directors in 2020
[GRI 102-35, GRI 102-36, GRI 102-37]

The remuneration of the members of the Board of Directors for their membership of the
Board and those corresponding to the Chairman and the Chief Executive Officer for the
exercise of their executive functions during 2020 have been approved in detail by the
General Shareholders’ Meeting held on March 29, 2019 as part of the ‘Directors’
Remuneration Policy for 2019, 2020 and 2021 financial years’, approved as Item 7 of the
Agenda.

The Group has outsourced its pension commitments with respect to its senior managers
through a mixed group insurance policy for pension commitments, including benefits in the
event of survival, death and employment disability. The Executive Chairman and the Chief
Executive Officer are part of the group covered by this policy and of the total premium paid
for this during the year, 372 thousands of euros corresponded to them.

The members of the Senior Management also form part of the group insured under the mixed
group insurance policy for pension commitments. The total premium paid for the same during
the financial year amounts to 649 thousands of euros.

The two executive directors are beneficiaries of the Long-Term Incentive Plan 2019-2021
approved by the General Shareholders’ Meeting on March 29, 2019 under item 8 of the
Agenda. In said meeting, a total of 118,635 rights relating to shares were assigned. Said
rights do not constitute acquisition of shares until the programme finalises, the final bonus
depending on the degree to which the programme objectives have been met.

Members of Senior Management (members of the Management Committee) are equally
beneficiaries of the Long-Term Incentive Plan 2019-2021. As approved by the General
Shareholders’ Meeting, the Board of Directors has assigned them a total of 160,236 rights
relating to shares as well as an incentive in cash amounting to 950 thousands of euros. Said
rights do not constitute acquisition of shares or collection of any amounts until the
programme has finalised, the final bonus depending on the degree to which the programme
objectives have been met.

The aforementioned remuneration, broken down for each member of the Board of Directors,
without taking into account insurance premiums, is as follows:

enaqgas
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Remuneration of the Board of Directors [GRI 102-35] (thousands of euros)

Mr Antonio Llardén Carratald (Executive Director) 4 1,847 1,886
Mr Marcelino Oreja Arburta (Chief Executive Officer) @ 937 957
Sociedad Estatal de Participaciones Industriales (Proprietary Director) ¥ 160 160
Mr Luis Garcia del Rio (Independent Director) ) 160 160
Mr Marti Parellada Sabata (External Director) 4 160 160
Mr Luis Javier Navarro Vigil (External Director) ®® 44

Mr José Blanco Lopez (Independent Director) ®® 69
Ms Rosa Rodriguez Diaz (Independent Director) ¥ 160 160
Ms Ana Palacio Vallelersundi (Independent Leading Director) ¢ 190 190
Ms Isabel Tocino Biscarolasaga (Independent Director) ¢ 175 175
Mr Antonio Hernandez Mancha (Independent Director) ¥ 160 160
Mr José Montilla Aguilera (Independent Director) @@ 69
Mr Gonzalo Solana Gonzéalez (Independent Director) ) 160 160
Mr Cristobal José Gallego Castillo (Independent Director) 3@ 69
Mr Ignacio Grangel Vicente (Independent Director) ) 160 160
Ms Patricia Urbez Sanz (Independent Director) )@ 115 160
Mr Santiago Ferrer i Costa (Proprietary Director) ¥ 160 160
Total 4,588 4,855

(1) The remuneration for the Executive Chairman for the 2020 financial year was approved in detail by the General Shareholders’ Meeting on March 29, 2019, as part of the “Directors’ Remuneration Policy for 2019, 2020 and
2021.” During 2020, the Executive Chairman received fixed remuneration in the amount of 1,000 thousands of euros and variable remuneration in the amount of 600 thousands of euros; he also received 130 thousands of euros
for Board membership and other remuneration in kind amounting to 156 thousands of euros (the changes in remuneration in kind with respect to previous years is exclusively a result of measurement differences without there
having been any additional items included in the remuneration). Thus, the combined amounts totalled 1,886 thousands of euros. In addition, he was also the beneficiary of a life insurance policy with a premium of 66 thousands of
euros for the year. The Group has outsourced its pension commitments with respect to its senior managers through a mixed group insurance policy for pension commitments, including benefits in the event of survival, death and
employment disability. The Executive Chairman is one of the beneficiaries covered by this policy, and of the total premium paid during the year, 236 thousands of euros correspond to the Executive Chairman. The Executive
Chairman is a beneficiary of the Long-Term Incentive Plan 2019-2021 approved at the General Shareholders’ Meeting held on March 29, 2019. Item 8 of its Agenda states that the meeting assigned him a total of 79,090
performance shares. These shares do not entail an acquisition of the shares until the end and settlement of the programme and the final remuneration depends on the level of achievement of the goals of the programme. As a
result of settlement of the 2016-2018 Long-term Incentive, approved by the General Meeting of Shareholders held on March 18, 2016, as item 8 on the Agenda, in 2019 the Executive Chairman received 54,669 gross shares in
Enagéas S.A. The Executive Chairman is subject to the obligation to maintain the shares received for a period of two years from handover. Once that period has elapsed, the shares will be freely available. The fixed remuneration of
the Executive Chairman remains unchanged since 2017.

(2) The remuneration for the Chief Executive Officer in 2020 was approved in detail by the General Shareholders’ Meeting on March 29, 2019 as part of the “Directors’ Remuneration Policy for 2019, 2020 and 2021 financial years”.
During 2020, the CEO received fixed remuneration in the amount of 500 thousands of euros and variable remuneration in the amount of 300 thousands of euros; he also received 130 thousands of euros for Board membership and
other remuneration in kind amounting to 27 thousands of euros (the changes in remuneration in kind with respect to previous years are exclusively a result of measurement differences without there having been any additional
items included in the remuneration). Thus, the combined amounts totalled 957 thousands of euros. In addition, he was also the beneficiary of a life insurance policy with a premium of 0.9 thousands of euros for the year. The Chief
Executive Officer is also a beneficiary of the mixed group insurance policy for pension commitments, and the share of the premium corresponding to the Chief Executive Officer for this policy amounted to 136 thousands of euros for
the year. The Chief Executive Officer is a beneficiary of the Long-Term Incentive Plan 2019-2021 approved at the General Shareholders’ Meeting held on March 29, 2019. Item 8 of its Agenda states that the meeting assigned him a
total of 39,545 performance shares. Said rights do not constitute acquisition of shares until the programme finalises, the final bonus depending on the degree to which the programme objectives have been met. As a result of
settlement of the 2016-2018 Long-term Incentive, approved by the General Meeting of Shareholders held on March 18, 2016, as item 8 on the Agenda, in 2019 the Chief Executive Officer received 21,759 gross shares in Enagas
S.A. The Chief Executive Officer is subject to the obligation to maintain the shares received for a period of two years from handover. Once that period has elapsed, the shares will be freely available. The fixed remuneration of the
CEO remains unchanged since 2018.

(3) On June 30, 2020, Mr José Blanco L6épez, Mr José Montilla Aguilera and Mr Cristébal José Gallego Castillo were appointed Director. On March 29, 2019 Mr Luis Javier Navarro Vigil resigned as Director and Ms Patricia Urbez Sanz
occupied his position.

(4) The remuneration for these Directors relating to Board and Committee membership was approved in detail by the General Shareholders’ Meeting on March 29, 2019 as part of the ‘Directors’ Remuneration Policy for 2019, 2020
and 2021’.

(5) The remuneration of Directors in 2020, broken down by sex, amounted to 348 thousands of euros for men and 171 thousands of euros for women (calculated as the average remuneration). The difference is due to the fact that
the Executive Directors, Chairman and Chief Executive Officer, are men.

48



4.2 People
[GRI 103-1, GRI 103-2, GRI 103-3]

People management is a key area for the company, since, as reflected in the Enagas Human
Capital Management Policy, talent management enables the company to equip itself with the
resources required for the deployment of its strategy.

The key aspects that we address in our people management model are the structure and
sizing of our organisation (workforce), the stability and quality of employment, our
professional development programmes and compliance with labour rights and special
attention to the areas of diversity, work-life balance and non-discrimination.

Sustainable Management Plan
Main lines in 2020

= Signing of the Enagas Group’s third collective bargaining agreement 2020-2022.

Approval of Enagéas’ corporate guidelines on the right to digital switch-off.

Renewal of the Equality in the Workplace seal.

Establishment of the Diversity and Inclusion Strategy.

Preparation of a gender equality and pay equity study, and establishment of a derived action
plan.

Online training on generational diversity.

Adhesion to the Teleworking Charter promoted by the Masfamilia Foundation.

Establishment of a global listening strategy 2020-2021: launch of employee climate and
experience surveys.

£\
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2021 lines

Adaptation of Enagas’ Equality area to the new developments contained in the new
regulatory framework.

Establishment of a Diversity and Inclusion Policy for the company

Implementation of the action plan linked to the employee’s life cycle, as defined along
the various lines of the diversity and inclusion strategy.

Continuation of the listening strategy by launching various consultations to improve the
employee experience, such as an EFR survey for the valuation of social benefits and
work-life balance, and pressing onwards to monitor the areas for improvement detected
in the 2020 surveys.

2% 46.6 82% 53 37.1%

increase in the workforce training hours per employee (818 of the workforce underwent a internal promotions (38% female managers and pre-
compared to 2019 euros per employee) performance assessment women) managers®

[GRI 203-2] [GRI 404-1] [GRI 404-3]5

5 Performance evaluation linked to their professional development and the increase in their fixed remuneration. For employees outside the collective bargaining agreement, this performance evaluation will also be linked to variable

remuneration.
% In a management position.
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Our professionals

The following outlines the distribution of Enagas’ 1,330 professionals by country, age group,
job category and gender.

Number of employees by country” [GRI 102-8]
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In 2020, there were 165 new recruitments, 72% being people aged under 35 and 27%
women. [GRI 102-10, GRI 401-1]

Stable, quality employment

Enagéas maintains stable, quality employment levels with high percentages of permanent and
full-time contracts.

Percentage of employees by type of contract, working hours and gender [GRI 102-8]

Women Men Total Women Men Total Women Men Total

Full-time 92.9% 99.6% 97.7%  92.6% 99.5% 97.5%  94.7% 99.3% 98.0%

Permanent

98.0% 96.2% 97.5%  97.0% 97.4% 97.3%  96.3% 96.5% 96.5%
contract

Country 2018 2019 2020
Spain 1,300 1,288 1,314
Other countries 149 18 16

Peru 3 3

Mexico 9 8

Sweden 2

Switzerland 1 1 1

Belgium 3 3

Chile 1 1 1

France 1 1

Greece 1 1
TOTAL 1,320 1,306 1,330

Number of employees by job category and gender [GRI 405-1]

954 939 950
369 357 361
366 367 380
17 469 17 a7 22 477
215 221 225
a7 17 89 13 89 9
a7 99 a0 98 i 103
Women Men Women Men Women Men
2018 2019 2020

m Managers » Administrative workforce mTechnicians = Operational workforce

7 Including the employees at start-ups that are fully consolidated in the financial information and that have
been excluded from the scope of the non-financial information (See the ‘About our Management Report’
section), the number of employees would rise to 1,357 (388 women and 969 men). See section_2.1 ‘Operating
profit, b) Personnel Expenses’ of the Consolidated Annual Accounts.

Average annual number of permanent and temporary contracts broken down by sex,
both full-time and part-time

Permanent contract Temporary contract

Full-time Part-time Total Full-time  Part-time Total
Women 337 22 359 13 (0] 13
Men 912 5 917 29 1 30
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Average annual number of permanent and temporary contracts broken down by age,
both full-time and part-time

Permanent contract Temporary contract

Full-time  Part-time Total Full-time Part-time Total
<=35 years 237 1 238 36 1 37
36-55 years 798 25 823 6 0 6
> 55 years 214 1 215 (0] 6] [0}

Average annual number of permanent and temporary contracts broken down by job
category, both full-time and part-time

Permanent contract Temporary contract

Full-time Part-time Total Full-time  Part-time Total
Management 138 2 140 (6] 0] (0]
Technicians 671 10 681 17 (0] 17
Administrative 92 7 99 0 1 1
workforce
Operational 348 8 356 25 0 25

workforce

In addition, at the end of 2020, 5 professionals were hired through temporary employment
agencies and 56 interns were working at Enagas.

The commitments undertaken by Enagas in its Human Capital Management Policy, and the
measures and actions implemented, translate into high levels of satisfaction and motivation,
as reflected by the low turnover rate, the results of the survey on workplace climate and the
awards received by the company in this area.

See the Human Capital Management Policy on the corporate website.
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Voluntary and absolute turnover rate by gender [GRI 401-1]

2018 2019 2020

Women Men Total Women Men Total Women Men Total
Voluntary
turnover 2.8% 0.7% 1.3% 2.5% 0.9% 1.3% 3.0% 0.8% 1.4%
rate
Absolute
turnover 5.7% 4.4% 4.8% 5.1% 5.4% 5.3% 4.6% 5.1% 5.0%
rate
Voluntary and absolute turnover rate by age group [GRI 401-1]
21.2%
17.7%
14.4%
4.1% 4.9% 5.1% 5-3% 4,79 9%
Lo
.l 0.8% 3% ool lI 0.6%1.1% g o l 0.8%1.3% g oo
— - — - —
< =35 36-55 > 55years < =35 36-55 > 55years < =35 36-55 > 55 years
years years years years years years
2018 2019 2020

mVoluntary turnover rate: Total permanent contract voluntary redundancies/total
workforce (%)

®m Absolute turnover rate: Total permanent contracts terminated/total workforce (%)

Enagés has not carried out any restructuring in recent years, nor does it plan to do so.
However, for years it has had a programme of planned redundancies that guarantees the
adequate transmission of the company’s expert knowledge. In 2020, two involuntary
redundancies were carried out at the company®. [GRI 102-10]

8 Two men, one in the ‘technician’ professional category and aged <=35, and another in the ‘operator’
category aged 36-55. In 2019 there was an involuntary redundancy (a male in the professional category of
technicians aged between 36 to 55 years old).
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New ways of working

Enagéas promotes the cultural change and internal transformation of the company by putting
people at the centre of all initiatives that take place. It also promotes new ways of working
based on collaboration, transversality, empowerment and the implementation of new
management methodologies. These initiatives focus on three areas:

= Culture and behaviours that encourage more flexible and collaborative working models.
This area includes a programme launched in 2020 that aims to improve the employee
experience throughout their life cycle at the company. Its starting point was a listening
survey, in addition to the opinion survey that Enagas conducts every two years (see the
‘Satisfaction and motivation of employees’ section of this chapter).

= Work organisation and methodologies that allow challenges to be faced in a more
innovative and creative way. Enagas has set out training schedules (see the ‘Training’
section of this chapter), as well as creating communities of practice and communication
activities.

= Flexibility by providing people with new spaces, technological tools and intelligent ways of
working. This has allowed us to continue operating our infrastructures as normal in the
COVID situation (see the ‘Digital Transformation’ chapter).

Within this framework, the Corporate Guidelines on the Right to Digital Switch-Off were
approved in 2020, with a positive impact on people’s productivity and well-being. The
principles within which Enagéas frames its actions are: respect for employees’ rest time after
the end of the working day and awareness about digital disconnection, with actions at all
levels of the organisation to promote good practices related to the use of digital tools.

See the Corporate Guidelines on the Right to Digital Switch-Off on the corporate
website.

2020

Enagas has an Agility Programme to drive an agile transformation at the company; this
means identifying, facilitating and methodologically accompanying agile initiative work
teams and ensuring a common language and awareness of cultural change at the
organisation (Agility Hub). Within this framework, actions have been taken to transform
the organisation and simplify processes (agile transformation of the internal audit,
creation of an agile project office in the area of infrastructure management, etc.). Agile
‘scrum’ methodologies have also been used in business projects, and work has been done
to disseminate an agile company culture and to set out training schedules. In addition, a
community of practice has been set up, CoP Agile Culture, which, with the help of a
network of facilitators and volunteers, aims to support employees in adapting new ways
of working.

Knowledge of internal talent [GRiI 404-3]

Evaluation of the performance and skills of our professionals means that we can know our
internal talent and guide their training and professional development effectively. Performance
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assessment allows the identification of strengths and areas of development of professionals
regarding the performance of their work and on which the different development plans are
developed. The competences and behaviours of professionals are evaluated annually, among
others, based on corporate values. The results of these evaluations are linked to their
professional development and the increase in their fixed remuneration and, in the case of
professionals outside the collective bargaining agreement, in their variable remuneration.

The management team’s performance evaluation process is carried out under a 360°
approach. In addition to an assessment by the manager, an upward assessment is
incorporated through the teams assessing their managers, as well as a peer review of the
group by employees of the same professional category.

Additionally, for Directors, an assessment is made by the Management Committee. In 2020,
86 people from the management team were evaluated under this comprehensive approach.
Moreover, competencies are evaluated through Development Centre workshops, in which
participants get feedback on the strengths and areas for development.

Percentage of professionals who have received performance assessment by
professional category and gender

Women 82.4% 95.0% 97.7%W
Management

Men 87.7% 91.8% 100.0%®

Women 86.6% 91.4% 92.9%
Technicians

Men 71.3% 70.1% 70.0%

Women 63.7% 61.8% 64.0%
Administrative workforce

Men 100.0% 92.3% 77.8%

Women 45.0% 41.2% 40.9%
Operational workforce

Men 90.8% 91.0% 91.4%
TOTAL 80.5% 81.1% 82.0%

(1) In 2020, 100% of managers received a performance appraisal. However, the women’s category includes a
manager who was promoted at the end of the year and whose evaluation was carried out with reference to
her previous category (technician).

Professional development programmes

The information obtained from the different evaluations of professionals is used to design
customised development plans adapted to the needs identified. On the one hand, development
programmes are promoted through on-the-job experience. With this in mind, internal rotation
programmes are fostered so that new knowledge can be applied to real situations, and
participation in transversal projects or temporary assignments can also be taken advantage of.
In 2020, there were 115 internal movements (promotions, horizontal transfers and
international transfers). 43% of hirings selected internal candidates. Fourteen interns also
stayed on at the company.



On a related note, there is room for mentoring and/or coaching programmes (four
professionals participated in coaching programmes). In addition, professionals in the company
have received training and are certified in coaching; they are therefore qualified to carry out
internal coaching processes.

Lastly, an extensive programme of training actions are available on the corporate training
portal and these are offered both face-to-face as well as via e-learning.

In addition, there have been two career models at the company. On the one hand, there is the
management career, where you are promoted vertically to positions of greater responsibility
and based on team management. On the other hand, there is the technical career, aimed at
creating and identifying experts in those areas of knowledge that are critical for Enagéas.

Training [GRI 404-2]

Enagés is committed to training its professionals from when they join the company and
throughout their professional career.

Training begins with the Enagas Welcome Plan, which includes communication and training
activities. It includes e-learning training on aspects such as the Code of Ethics, a crime
prevention model, a corruption prevention model, human rights and equality, among others,
which are compulsory for all professionals, and face-to-face training on the Enagéas value chain
that offers professionals a global vision of the Company’s business.

In addition, and depending on the type of work carried out by the new employee, a training
plan has been designed in areas related to operations, maintenance and administrative
management.

The company’s face-to-face training is offered at the Enagas Training School where over 10%
of the workforce participate as trainers in different programmes. This face-to-face training in
the classroom and in the workplace is complemented by e-learning, mobile training,
communities of practice, etc.

Over 3,700 training courses given

Enagés has established personalised training schedules for each of the company’s professional
profiles and levels with the aim of training everyone so that they can carry out their day-to-
day duties. There are therefore schedules of a markedly technical nature, based on knowledge
(where we have a corporate schedule); others on safety, environment and quality; and
another on operation and maintenance. Others are based on competencies that try to develop
more attitude-related skills and behaviours necessary for each level. The training associated
with these training schedules (training counted as compulsory) represents 15.2% of the
training hours and 2.6% of the economic investment per employee.

In 2020, and in line with the culture of new ways of working that Enagas is promoting, training
schedules have been set out by working method, allowing knowledge to be acquired at
different levels based on the experience and practice of each person (fundamentals, facilitator
and expert). This enables the principles/standards and fundamental concepts of the method to
be understood and allows people to participate in projects/initiatives that are carried out using
this method. Three levels have therefore been established in each schedule based on the
person’s experience and practice: Fundamentals, Facilitator and Expert. Some of the schedules
that have been created are Scrum, Kanban, Lean Kaizen, Devops, and more.

£\
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Enagés assesses the satisfaction of professionals who have received training, which in 2020
increased to 9.1 out of 10.

Within the framework of the Enagas Knowledge Management Model, and to promote the
dissemination and transfer of critical knowledge generated within the company, especially in
Infrastructures, a series of initiatives have been embarked upon, including the design of a
knowledge transfer procedure linked to the changeover plans and the recording of videos on
the transfer of expert knowledge.

Hours of training received by professional, by professional category and gender [GRI
404-1]
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Total hours of training by professional category

2018 2019 pierde]

Management 17,363 12,370 10,381
Technicians 46,315 35,761 30,797
Administrative workforce 3,146 3,678 3,831
Operational workforce 22,197 15,941 16,497
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Diversity and inclusion

The corporate guidelines on diversity and equal opportunities define the principles by which

Enagés frames its actions in this area.

See the Corporate guidelines on diversity and equal opportunities on our corporate

website.

These principles include the integration of diversity in the main human resources processes

such as access to employment, personal progress and professional development and
promotion. It also reflects the company’s commitment to the promotion of policies and

measures to enhance shared responsibility and work-life balance of its professionals. In the
same way, Enagas extends this commitment to all its stakeholders, paying special attention to

suppliers and contractors as indispensable partners in achieving the company’s business
objectives (see the ‘Supply chain’ chapter).

In order to achieve this commitment, Enagas, aware of the richness that the confluence of
different knowledge, skills and experiences brings to the organisation, has set out its Diversity

and Inclusion Strategy based on the following pillars:

n

~
To guarantee equal

treatment and opportunities
in the hiring, development
and growth of men and
women; to promote an
environment and conditions
in which all people aspire to,
and are able to, achieve
positions of responsibility.

To make progress in the
integration of people with
disabilities (physical,
sensory, intellectual) into
the workplace.

A AN

00y

To encourage different
generations to work
together in a favourable
environment, to mix, to find
common ground and to
contribute their best, being
true to themselves, both as
individuals and as high-

Q

To take advantage of the
multiculturalism inherent to
companies (different
nationalities) to improve the
employee experience, using
the differences in habits,
language and thinking that
this implies, rather than
letting these be a barrier to
achieving team integration
and goals.

To create a culture and
professional environment
where the uniqueness of
beliefs, education, skills,
thinking and preferences
contributes to enhancing
employee innovation, sound
decision-making and
commitment.

performing teams.

To make visible, integrate
and normalise LGBTQ+
groups in the professional
environment, improving
their inclusion regardless of
their sexual orientation,
identity and gender
expression.
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Gender diversity
In the area of gender diversity, Enagas guarantees equal opportunities for men and women.

To this end, it has an Equality Plan that sets out a framework for action to promote effective
equality, equity, merit, personal progress, shared responsibility and work-life balance among
all professionals.

Enagas is promoting measures aimed at increasing the participation of women in positions of
responsibility, such as the ‘Women with Talent’ development programme, participation in the
‘Promociona Project’, or the mentor initiative promoted by the Chairman of the company.
Another is the Women in Networking initiative, to encourage female leadership and create a
space for dialogue and debate between female managers and pre-managers of the Company.

In addition, Enagéas has joined the ‘Progresa Project’ in collaboration with the CEOE, which
aims to provide high-potential women with the tools and skills necessary to boost their
professional careers and assume positions of high responsibility in the future.

2020

Enagas renews its ‘Equality in the workplace Award’ granted by the Spanish Ministry of Equality.

This award is valid for three years and demonstrates Enagas’ level of excellence in equality.

Evolution of women in the workforce and in management positions [GRI 102-8, GRI
405-1]

43.3%
40.2%
34.5%
0,
28.4% 29.0% 29.9%
27.7% 28.1% 28.6%
2018 2019 2020

—0% of female employees
% of women in management positions in the management career (1)

— % of women in pre-management positions in the management career (1)

(1) In 2019, a new career model, the technical career, was implemented aimed at creating and identifying
experts in those areas of knowledge that are critical for Enagéas. Therefore, for the purpose of calculating the
percentage of women in management and pre-management positions, the workforce included in that technical
career are excluded.



In relation to gender diversity in the company’s organisational structures, 16% of
organisational positions considered to be STEM®-related and 19% of positions that directly
contribute to revenue generation are filled by women.

The Enagéas remuneration model factors in considerations of equality and non-discrimination,
establishing differences due solely to the worker’s position in the organisation and professional
experience. Furthermore, the Enagas Collective Bargaining Agreement sets out different salary
levels based exclusively upon objective work criteria. In 2020, Enagas’ minimum wage was
1.7 times the national minimum wage in Spain [GRI 202-1].

Evolution of the relationship between basic salary @ of women and men by
professional category [GRI 405-2]

Executive Chairman and Chief

2018 2019 2020

Executive Officer N.A. @ N.A. @ N.A. @
Management 32“:;9222:5&2;%?&66 0.84® 0.85® 0.89@

Other managers 0.94 0.92 0.90
Technicians 0.98 0.99 1.00
Administrative workforce 0.99 1.03 1.08
Operational workforce 0.90 0.92 0.87
TOTAL 0.96 0.97 0.97

(1) The ratio of women to men is included, calculated as the average of the annual basic salary of all
professionals in Spain with an indefinite contract, both full-time and part-time (99.2% of the workforce). In
the case of part-time workforce, the basic salary has been extrapolated to a full-time salary for comparability.
(2) There are no women in this professional category.

(3) Unrepresentative data, as there are less than 3 employees in this category for one of the genders.

9 science, Technology, Engineering and Mathematics.

£\
enagas

The wage gap in 2020 was 0.97 (2.5% difference between men’s and women'’s base salary).

Although, when analysing the salary gap by professional category, the difference in the
category of ‘other members of the Management Committee’ shrank in the last financial year,
this data is not representative as there are only two women in this category, compared to
seven men.

The difference in the Other managers category (0.90) is due to a greater presence of men in
this category (69%), as well as a greater seniority of males in this category with respect to
females. In this regard, Enagéas is making great efforts in developing talent aimed at female
managers and pre-managers, as well as promoting women to positions of responsibility.

The difference in the category of operational workforce (0.87) is explained by a greater
presence of men (94%) with an average seniority greater than that of women (an average of
14.9 years for men compared to 7.5 years for women). In this regard, Enagas is promoting
the incorporation of women in the operational workforce category through initiatives such as
the search for female profiles in vocational schools. 47% of female operators are under 35
years of age, increasing the number of female operators in this age range by 63% in 2020.

Likewise, the difference in salary in the administrative category (1.08) is due to the fact that
this is a category occupied mostly by women (91%) in which men nevertheless have more
seniority than women (18 vs. 15 years of average seniority, respectively).
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Changes in remuneration @ by professional category, age and gender [GRI 405-2]

N
enagas

Changes in remuneration® by professional category and gender [GRI 405-2]

2018 @ 2019 ® pzie)de]

Professional category Executive Chairman Women N.A. @ N.A. @ N.A. @
- - - and Chief Executive
Executive Chairman and Chief 1,581,114 2,538,714 1,603,997 Officer Men 1,581,114 2,538,714 1,603,997
Executive Officer
Other members of Women 439,230® 738,332 549,740
Management Other members of the 512,737 864,647 597,860 Management the Management
Management Committee Committee Men 533,739 900,736 611,609
Other managers 116,808 173,763 145,614 Women 125,554 158,421 132,106
o Other managers
Technicians 57,900 67,311 64,713 Men 138,003 180,542 151,781
Administrative workforce 40,538 45,920 45,089 Women 59.128 63.166 61.657
X Technicians
Operational workforce 47,802 52,462 52,957 Men 64,973 69,208 66,130
Age category Women 44,026 46,118 45,548
Administrative workforce
< 35 years 49,946 52,124 51,541 Men 47,030 44,627 40,808
36-55 years 72,078 83,225 75,514 Women 42,916 45,324 45,158
Operational workforce
> 55 years 88,710 108,166 96,597 Men 51,401 52,741 53,314
Gender Women 63,235 72,563 68,159
TOTAL
Female 63,235 72,563 68,159 Men 73,438 85,319 77,598
Male 73,438 85,319 77,598

(1) Average remuneration that includes: variable remuneration, per diems, payments to long-term savings
plans and any other item, such as overtime. This takes into consideration all professionals in Spain with a
permanent contract, both full-time and part-time, who have remained in the company throughout the year
(94.9% of the workforce). In the case of part-time workforce, the basic salary has been extrapolated to a full-

time salary for comparability.

(2) The data for 2018 have been recalculated to homogenise the items included in the reported remuneration

with those of other years. [GRI 102-48]

(3) In 2019, the long-term incentive plans (2016-2018) were settled, significantly increasing the remuneration
of the company’s employees. The allocation of these incentive plans was structured according to the

professional category’s degree of contribution to the established targets.

(1) Average remuneration that includes: variable remuneration, per diems, allowances, payments to long-
term savings plans and any other item, such as overtime. This takes into consideration all professionals in
Spain with a permanent contract, both full-time and part-time, who have remained in the company
throughout the year (94.9% of the workforce). In the case of part-time workforce, the basic salary has been
extrapolated to a full-time salary for comparability.
(2) The data for 2018 have been recalculated to homogenise the items included in the reported remuneration

with those of other years. [GRI 102-48]

(3) In 2019, the long-term incentive plans (2016-2018) were settled, significantly increasing the remuneration
of the company’s employees. The allocation of these incentive plans was structured according to the

professional category’s degree of contribution to the established targets
(4) There are no women in this professional category.
(5) Non-representative data, as there are less than three professionals in this professional category.
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Generational diversity

The company is a partner of the Generation and Talent Observatory which encourages
innovation and promotes active policies of generational diversity based on values and ethics.
Enagés has signed a collaboration agreement to disseminate best practices in this area as part

Number of employees by age and professional category [GRI 102-8, GRI 405-1]

enagas

of Capital Radio’s Human Resources forum, and has sponsored and collaborated in various
studies: “General diversity diagnostics: analysis of intergenerational talent at companies’,
‘Intergenerational leadership’ and ‘Intergenerational health and well-being’. In 2020, online
training was provided for all employees on generational diversity, deepening the

intergenerational culture present at the company.

<=35 years 36-55 years > 55 years Total <=35 years 36-55years > 55 years Total <=35years 36-55years > 55 years Total
Management 6 113 17 136 2 119 17 138 3 119 25 147
Technicians 176 413 95 684 172 413 107 692 173 422 107 702
Administrative 12 69 33 114 8 67 27 102 10 66 22 98
workforce
Operational 79 243 64 386 84 229 61 374 88 229 66 383
_workforce
Total 273 838 209 1,320 266 828 212 1,306 274 836 220 1,330

In support of
q (GROIVE,

. ) ) & 5, WOMEN’S
Functional diversity bq & % EMPOWERMENT
Enagas is working to promote the social inclusion of people with disabilities. This has included Bl g PRINCIPLES
direct hires (seven people on workforce®) as well as indirect job creation for people with m 2018 B o L piomenand tre

2021

serious disabilities through partnership agreements with special employment centres and
foundations, not to mention corporate volunteering initiatives (see the ‘Social Investment’
chapter), and measures taken to increase disability awareness and training.

In addition, Enagéas has taken action to improve accessibility for people with disabilities, such
as the progressive elimination of architectural barriers at our facilities and the ‘AA’ accessibility
level of our corporate website.

10 There were ten people with disabilities on the workforce in 2019.

Bequal Plus Seal
for the company’s
commitment to the
social inclusion of

people with
disabilities

Equality at Work
accolade since
2010

Adherence to the
Diversity Charter
(plurality at the
company)

Endorsement of the
UN Women’s
Empowerment
principles
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Work-life balance and shared responsibility [GRI 201-3, GRI 401-2]

For Enagas, work-life balance means reconciling employees’ needs and interests with those of
the company.

Enagés has held the EFR company certificate since 2007, having obtained the highest score,
Level A for Excellence in work-life balance, in 2019. The company has over 120 reconciliation
measures that favour the professional and personal development of all employees; these also
help to balance the different dimensions of each person’s life and meet their social and
healthcare needs as well as those of their immediate family.

Family-Responsible Company, Level A
efr for Excellence

cartificado en conciliacion
10004

ES - 016/ 2007 DN

Some of the relevant reconciliation measures available to our employees are as follows:
Family

« Flexible Remuneration Plan: includes health insurance, childcare, travel card and training.
« Study support for employees’ children.

* 80% subsidy on special schooling expenses for employees who have children with
disabilities.

‘Dia sin Cole’ (No School Day) programme and subsidised urban summer camps for
employees’ children on workdays throughout the school year.

« Specific measures for female workers who are victims of gender-based violence.
« Subsidy for the purchase or rental of vehicles powered by compressed natural gas (CNG).
« Alares Family Support Programme:

°

‘miAsistente’ (myAssistant) personal manager, which takes care of all necessary day-to-
day procedures and information.

°

Free assistance with various administrative processes, such as procedures for vehicle
purchase and sale, procedures for the birth of a child, renewal of driving licences,
applications for or renewal of licences and visas, applications for certificates and reports
and procedures involving municipal records.

°

Free service for selecting domestic helpers and healthcare personnel.

°

Services for making online wills and living wills, expert legal advice, signings before a
notary public and registrations.

°

Specialised treatment (physiotherapy, speech therapy) and 56 free hours of home help
service in the event of convalescence, illness or accident.
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Work flexibility

Flexibility in start times and lunch break.

Flexible working (teleworking)®

Shorter workday during the summer and every Friday throughout the year.
Division of annual leave into a maximum of three periods.

(1) For all items supported by this modality

Quality employment

Annual medical check-up and flu vaccine campaigns.

90% subsidy on the cost of private medical healthcare insurance for employees and 100%
for their children. Medical cover on international trips.

Meal subsidies (canteens, financial aid, restaurant vouchers).

Temporary disability allowance: payment of 100% of the fixed gross annual salary in the
event of illness, accident or parental leave and childcare.

Access to a programme of discounts and exclusive prices on a wide range of online
products, services and leisure.

Pension plans for employees with two years’ effective or recognised service.
Healthy eating corner at head office.
Help towards sports activities.

0572020

Enagas is launching the fourth year of its ‘Gestionando hijos’ ("Managing Children’) educational
skills training programme. The aim of these sessions is to facilitate the acquisition of knowledge
in the field of education, assisted by experts and great communicators in this field. This
programme can be completed by employees with or without children, as it allows them to
acquire skills for their personal and professional life.
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Social benefits most used by employees [GRI 201-3, GRI 401-2]

%o of costs borne by | % of workforce taking
the company advantage of benefits

Meal subsidies (financial assistance and

0, 0,
restaurant vouchers) 100% 93.0%
Group death and disability insurance ® 100% 100%
Healthc;ﬁre insurance for employees 92.6% 93.6%
and their dependants
Pension plans ® 90.6% 89.2%

(1) Social benefit for newly recruited employees, with less than two years’ service. Subsequently, this benefit
was included in the Pension Plan.
(2) Benefit for employees with at least two years’ service at the company.

Furthermore, Enagas improves and extends paid leave beyond the provisions of current labour
regulations (death of a close relative, illness, special circumstances, etc.). [GRI 401-3].

Maternity/paternity leave Return-to-work rate in

Retention rate @

taken in 2020 2020 @
n "o n o n o
25 41 65.0% 97.8% 73.7% 100%

(1) Total number of employees who have returned from parental leave/total number of employees who were
scheduled to return to work following parental leave.

(2) Total number of employees retained 12 months after returning to work following parental leave/total
number of employees who returned to work the previous year.

Collective bargaining [GRI 102-41]

In 2020, the company signed the Enagas Group’s third collective bargaining agreement to
provide the company with a framework of employment stability over a three-year period in
line with the current socio-economic context and the needs and development of the company.

In addition, Enagas enters into collective bargaining and carries out regular consultations with
the workers’ legal representation regarding working conditions, remuneration, dispute
resolution, internal relations and issues of mutual concern. In 2020, a working group was set
up with the company’s social representatives to address issues related to teleworking, working
hours and labour flexibility.

N
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Percentage of employees covered by collective bargaining agreements by
professional category®

2018 2019 2020

Technicians 31.0% 29.9% 28.8%
Administrative 87.7% 86.3% 84.7%

workforce
Operational workforce 100.0% 100.0% 100.0%
Total 52.9% 51.2% 50.2%

(1) These data refer to professionals in Spain.

See the Enagéas Group Collective Bargaining Agreement 2020-2022 on the corporate
website.

Satisfaction and motivation of professionals [GRrI 102-21]

Enagés conducts workplace climate surveys in Spain every two years. In 2020, the latest work
climate survey had a 73% participation rate, maintaining overall employee satisfaction at
82%. In addition, the sustainable engagement index has improved three points since its
previous instantiation, to 91% (88% in 2018), and is ten points above comparable external
standards.

In line with the company’s projects, in 2020 the survey added a well-being index,
encompassing physical, social, emotional and financial dimensions; an index on diversity and
inclusion to survey employees’ perceptions of the culture promoted by the company in this
area; and a question on COVID-19, allowing us to find out how employees perceive the
company’s management during the health crisis.

As conclusions of the survey, it is worth highlighting the improvement in the results compared
to the survey carried out in 2018, and the high marks in the ‘internal relations’, ‘Management’
and ‘digitalisation’ categories, placing all three as drivers of sustainable commitment.
Improvement plans based on the survey results will be defined in 2021.

This climate survey is part of the Enagas Global Listening Strategy 2020-2021 being carried
out by the company. In addition, and within the framework of this strategy, in 2020 the ‘Pulse
Employee Experience’ survey was conducted to identify areas for improvement and strengths
during the employee life cycle in order to act on them and maximise the employee experience
at the company. In 2021, an EFR survey will be carried out to measure the knowledge, use,
satisfaction and assessment by professionals of the different work-life balance measures and
social benefits available to them.

122;5

EMPLOYER

In 2021, Enagas received the Top Employer certification for the eleventh consecutive year.
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4.3 Ethics and integrity

[GRI 103-1, GRI 103-2, GRI 103-3]

Ethics and integrity are of the utmost importance to our stakeholders and also to the
company, as reflected in the Code of Ethics and Compliance Policy. Guaranteeing the honest
behaviour of our professionals, and of the third parties with whom we form relationships;
even when this behaviour is not set out in the legislation, is one of our priorities. This
commitment allows us to guarantee appropriate decisions are made, creating trust in our
stakeholders and facilitating the sustainability of the business.

The key aspects of our ethics and integrity model are Enagéas’ applicable policies, standards
and procedures. These, based on the company’s Code of Ethics, constitute the Compliance,
Crime Prevention and Corruption Prevention Models, as well as the distribution of the same.

Sustainable Management Plan
Main lines in 2020

« Training and dissemination of the new Code of Ethics.
« Updates to the Procedure for Managing the Offering and Acceptance of Gifts.

Updates to the Spain Crime Prevention Model and the Mexico Crime Prevention Model, in
accordance with the latest legislative reforms regarding criminal matters carried out in each
jurisdiction.

Continuation of training for the rest of the employee groups on the Corruption Prevention
Model.

Prior analysis for future external certification of the Corruption Prevention Model.
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2021 lines

Pre-audit of the Corruption Prevention Model system for future external certification.
Approval and implementation of the antitrust model.

Training in antitrust matters for employees who carry out activities related to this subject.
Development of a reporting procedure within the framework of the Crime Prevention Model.
Approval and publication of a Crime Prevention Policy.

Development of a penalties procedure in relation to third party due diligence (within the
framework of the Compliance Model).

Internal audit to analyse the degree of penetration of the Code of Ethics in the culture of the
organisation and third parties and the reporting process for breaches of the Code of Ethics.

Effectiveness review for the controls of the Corruption Prevention Model.

5 95%0 86%0 94% Enagas is committed tO resolving all
communications received.
communications received via of employees received training of employees have undergone of employees have received
the Ethics Channel on the Code of Ethics training on the Corruption training on the Crime
Prevention Model [GRI 205-2] Prevention Model
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Code of Ethics

The Enagéas Code of Ethics (Enagas Group Code of Ethics and Enagas GTS Code of Conduct)
sets out the conduct that is expected from all professionals in the company, irrespective of
their responsibilities and their geographical or functional location.

. The Enagas Group’s Code of Ethics is structured in accordance with the company’s
values and includes Enagas’ principles in matters related to each of its values.

. The purpose of the Enagas GTS Code of Conduct is to ensure that the duties of the

Technical Manager of the System are carried out independently of the rest of the
Group’s activities.

The Enagas Group’s Code of Ethics is implemented through policies, guidelines, standards,
procedures and controls.

Enagés has the following procedures in place associated with the Code of Ethics:

« Procedure for the functioning of the Ethical Compliance Committee.

« Procedure for managing the offering and acceptance of gifts, which states that
professionals who offer or receive gifts over a specific value are obligated to report those
gifts. This procedure has been updated in 2020, establishing as a general rule that
payments in kind - or any other benefit that, due to its value, properties or circumstances,
is more than purely symbolic (estimated value in excess of 50 euros) - may not be made,
offered or received.

* Procedure for management of consultations and reporting regarding irregularities or
breaches of the Code of Ethics in order to encourage compliance with the Code of Ethics
and the regulations that govern its implementation. For this purpose, the company
enables Enagas employees and the company’s suppliers, contractors and those who
collaborate with it or act on its behalf, including business partners, to resolve any doubts
or to report any irregularities or breaches through one of the following channels or any
other means the company may set up in the future (Ethics Channel), informing the party
who made the report of the status of their report at all times. [GRI 102-17, GRI 207-2].

The Ethical Compliance Committee, functionally and directly dependent on the Board of

Directors’ Audit and Compliance Committee, has competencies relating to the Code of Ethics.
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Ethical Channel correspondence

Nl
—

In 2020, five notifications were received through the Ethics Channel:[GRI 205-3]

» Four internal notifications: two concerning harassment in the workplace, one concerning
misconduct and one concerning equality. All of them were dismissed after analysis.

* An external notification regarding workplace harassment was dismissed as being outside
the scope of the Code of Ethics. It was transferred to the affiliate to which it referred,
which has handled it appropriately.

No breaches of the Code of Ethics or other company policies were identified in 2020.

See the Code of Ethics and Policies section on the corporate website [GRI 102-16]
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Compliance Model

The Enagas Compliance Model is managed by a specific functional area, which is supported
by synergistic functions and other corporate support areas including the participation of local
compliance officers located in certain countries where Enagas operates.

The Enagas Compliance Model is built around the Compliance Policy and its associated
regulations:

« The Compliance Policy sets out a series of compliance commitments that all company
professionals must comply with, irrespective of their professional category or the country
where they carry out their activities.

* The General Compliance Standard develops what is set out in the Compliance Policy and
the Enagas Code of Ethics. It outlines the compliance responsibilities that, according to
each professional category, are assigned to Enagas’ professionals.

The model sets out a double reporting line for compliance: one through the corporate areas
and the other managed by Compliance Officers at the different subsidiaries in countries in
which they have been appointed. The compliance function thus coordinates compliance risks
globally, avoiding information losses and inconsistencies.

Consult the Compliance Policy on the corporate website.

Crime Prevention

As part of the Compliance Model, Enagéas has a Crime Prevention Model that acts as the core
of the company’s criminal compliance, notwithstanding the existence of policies, procedures
and controls that illustrate its content and ‘contribute to preventing crimes being committed
by any person who is part of Enagas as well as, in their respective areas of relation, by
contractors, suppliers, business partners and any third party that collaborates with or acts on
their behalf.’

The Crime Prevention Model in Spain includes the following elements:

« Criminal risks, taking into account the activities carried out by the company and its
exposure to the commission of different crimes. These include Money Laundering,
establishing specific controls to prevent and detect possible acts that could cause this risk
to become a reality.

* Roles and responsibilities defined by a governance structure aligned with Art. 31 bis 2.1
and 2 of the Criminal Code. The role of the Head of Compliance has thus been redefined
with regard to the reception, prior study and investigation of complaints, as has the Audit
and Compliance Committee of the Board of Directors and the Criminal Prevention Body.

* Map of criminal risks and activities exposed to those risks.

« Inventory of controls, both general and specific, that help prevent potential crimes from
being committed at Enagas.

Disciplinary system articulated around compliance with the Code of Ethics which ensures
compliance with the model via disciplinary measures.

In addition, Enagéas has specific Crime Prevention Models for Mexico and Peru, adapted to
each country’s local regulations governing the liability of legal entities for the commission of
crimes.
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Anti-fraud, corruption and bribery

Enagas has an Anti-Fraud, Corruption and Bribery Policy in place which reflects the
company’s vehement opposition to the committing of illicit or unlawful acts and its firm will to
combat and prevent them, for the purpose of fulfilling its ‘zero tolerance’ principles.

The Enagéas Crime Prevention Model includes risks related to corruption, such as bribery,
influence peddling and corruption in business, among others. Enagéas has considered that
these criminal risks, in addition to forming part of the Crime Prevention Model, should be
included in the specific category of corruption risk in the Enagés risk model. All activities in
Spain have been analysed for these risks and the company has put in place controls and
guidelines for action in order to prevent and mitigate those risks. [GRI 205-1]

The Enagas Corruption Prevention Model is based on the 1SO 37001 standard on anti-bribery
management systems, and is laid out in the Enagas Anti-Fraud, Corruption and Bribery
Policy, and in internal regulations. This standard establishes the following general control
measures to prevent corruption:

Anti-fraud, corruption and

bribery policy Code of Ethics

Ethics Channel

Procedure for the
Management of Powers and
Certificates

Procedures for Managing
Sponsorship, Patronage,
Donations and Partnerships

Procedure for managing the
offer and acceptance of gifts

General Management
Regulation for Awarding and
Contracting

General Standard for Hiring | General Travel Regulations for
External Advisors Work Purposes
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The Company also makes it easy for Enagas employees, as well as its suppliers, contractors,
and those who collaborate with the Company or act on its behalf, including its business
partners, to consult doubts and report irregularities via:

« Electronic mailbox: canal.etico@enagas.es.

« Communication channel on the corporate intranet.

« Post addressed to the chairperson of the Ethical Compliance Committee.

In addition to the formal channels, Enagas professionals can always:

« Go to their immediate hierarchical superior.
« Contact the person in charge of specific Compliance functions in their area.
« Personally address the Head of Compliance (compliance@enagas.es).

See the Anti-fraud, Corruption and Bribery Policy on the corporate website.

No cases of corruption have been identified in the company in 2020. [GRI 205-3]

Responsible tax practice [GRI 207-1, GRI 207-2, GRI 207-3]

Enagas adopts a focus of responsible tax practice based on prudence and aligned with the
recommendations set out in the OECD Guidelines for Multinational Enterprises.

The Responsible Tax Practice Policy sets out the strategy and principles that must guide the
conduct of all employees, senior managers and directors of Enagas, as well as third parties
with whom the company has relationships.

Enagés adheres to the Code of Good Tax Practices, and presented the Fiscal Transparency
Report in line with the company’s commitment to tax transparency.

Moreover, in accordance with the public reporting commitments set out in the Responsible
Tax Practice Policy, the company has published in this report the total tax contribution and
the taxes paid in the different jurisdictions where the company operated through affiliates
(see the ‘Financial and operational excellence’ chapter).

Consult the Responsible Tax Practice Policy on the corporate website

European Transparency Register [GRI 102-13]

The company is enrolled in the European Transparency Register, to which it periodically
reports information on its activities and resources in order to contribute to the improvement
and progress of European Union legislative and regulatory frameworks, especially in those
developments that have a direct or indirect impact on the gas transmission and storage
business, liquefied natural gas, renewable gases and the Spanish and European gas industry
in general.

enaqgas

Enagas has three professionals participating part-time in different activities related to the
transparency register, including a permanent representative in Brussels. In 2020 the annual
costs were less than 200,000 euros, distributed as follows: personnel expenses (79%),
membership fees (13%), consultancy costs (5%), office and administrative costs (2%),
operating costs (<1%) and representation, communication and public relations costs (<1%).

Similarly, Enagas is a member of and participates in commercial associations, business
associations and groups such as chambers of commerce and think tanks as a sponsor for
these initiatives. The amount allocated in 2020 was 644,515 euros.

Main contributions to lobbying actions

e ERGaR
i (European
Gas for Climate (Gas Infrastructure European
Europe) Renewable Gas
Reqistry)

Consortium of
European TSOs and
other associations
promoting the

European association
of low-carbon and
renewable gas

European registry of
renewable gases to
allow cross-border

development of infrastructure
trade
renewable and low- operators
carbon gases
0 €110,000 €20,000 €5,000
[ €15,800 0 €5,200 0 €2,900

Training in and dissemination of ethics and compliance [Gri
205-2]

In 2020, training was updated on the Code of Ethics, which is structured according to the
company’s values and covers issues of particular relevance such as the fight against fraud,
corruption and bribery, fiscal responsibility and respect for human rights, among other topics.
The online training on the Code of Ethics is aimed at all company employees and has been
completed by 94.7% of them. It is a tool to prevent irregularities, including those that could
involve the commission of crimes.
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In 2020, Enagas employees received
online training on the Code of Ethics and
the Corruption Prevention Model

The training on the Corruption Prevention Model carried out in 2019 for members of the
Management Committee and managers has been extended in 2020 to all other employees in
an online format. This training has been completed by 86.4% of employees. [GRI 205-2]

In addition, in recent years, Enagéas has provided training on the Crime Prevention Model,
which has been completed by 93.9% of employees. The course includes general information
on the Crime Prevention Model and practical cases related to the most relevant crimes
related to the company’s activity, and professionals are provided with a Crime Prevention
Manual. This manual includes a description of each criminal risk and behavioural guidelines
for its prevention.
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4.4 Financial and operational excellence
[GRI 103-1, GRI 103-2, GRI 103-3]

Financial and operational excellence is one of our main concerns, given that the efficient
management of the company’s assets is one of the key strengths for the sustainability of the
business in the short, medium and long-term.

Sustainable Management Plan

Main lines in 2020

* 444 M€ net profit (PAT) (+5.1%) (PAT target met)
« 174.8 M€ in affiliate profit (before PPA)

¢ 687.4 M€ in Funds from Operations (FFO) (-8.9%)
« 859.2 M€ of net investments

+5% dividend in line with target

(1) These figures are included in the Alternative Performance Measures Report, available at:

N
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The key aspects on which we focus are sustaining our excellent results over time, a financing
strategy based on diversification, and driving operational excellence through continuous
improvement programmes, digitalisation, corporate entrepreneurship and the efficiency plan.

2021 lines

Dividend €1.70/share (+1% vs. 2020)
Net profit ~ 380 M€
Intensification of the overhead savings and control plan.

Solid cash generation that will allow us to reduce net debt and continue to maintain a solid,
optimal balance sheet structure.

https://www.enagas.es/enagas/es/AccionistasElnversores/InformacionEconomicoFinanciera/Medidas_Alternativas_de_Rendimiento_(APM).

444 M€

of net profit

€1.68

dividend per share in 2020

4,288M€
net debt (4.8x net debt/adjusted EBITDA)

1.9%0

financial cost of debt
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Financial excellence

2020 Results

Results in line with the targets set for 2020.

Total revenue ® 1,151.1 1,084.0 -5.8%
EBITDA @ 994.8 942.9 -5.2%
EBIT ® 643.7 614.6 -4.5%

Net profit (PAT)
™ @ 442.6 444.0 5.1%

(1) Figures from the income statement of the Consolidated Annual Accounts of the Enagas Group for
financial year 2020.

(2) These figures are included in the Alternative Performance Measures Report, available at:
https://www.enagas.es/enagas/es/AccionistasElnversores/InformacionEconomicoFinanciera/Medidas_Alterna

tivas_de_Rendimiento_(APM).

(3) 546.9 million euros profit before tax, which includes the result of investments accounted for using the
equity method, which is recorded net of tax effect. The breakdown of net profit per country is as follows:
Spain 449.6 M€, Chile 23.8 M€, Peru 40.2 M€, Mexico 13.8 M€, Greece 8.9 M€, Switzerland 14.5 M€, U.S.A -
4 M€.

Evolution of the share price

At the close of the 2020 financial year, the Enagéas share stood at 17.97 euros, representing
a share capitalisation of 4,706.7 million euros.

Over the course of 2020, Enagés shares have performed worse (-21.00%) than the national
index, the Ibex 35 (-15.45%) and the European sector index, EuroStoxx Utilities (+7.85%).

During 2020, the price of the Enagas share peaked at 26.26 euros (February 21), with a low
of 15.46 euros (March 16). Enagas’ average daily trading volume in 2020 was 7% lower than
in 2019, with the daily average in 2020 standing at approximately one million shares traded

per day.
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Financing strategy

Enagéas has maintained its policy of improving the financial expenses associated with debt,
seeking to lengthen the average life of the debt and hedge interest rate and foreign currency
risks.

Leverage and liquidity 2019 ¥ 2020

Net debt @ 3,755 M€ 4,288M€E
Net debt/EBITDA (adjusted)® & 3.9x 4.8%
FFO/Net debt ® 20.1% 16.0%
Financial cost of debt® 2.1% 1.9%
Liquidity® 2,717 M€ 2,473M€

(1) EBITDA adjusted by dividends received from affiliates.

(2) Figures from the income statement of the Consolidated Annual Accounts of the Enagas Group for
financial year 2020.

(3) These figures are included in the Alternative Performance Measures Report, available at:
https://www.enagas.es/enagas/es/AccionistasElnversores/InformacionEconomicoFinanciera/Medidas_Alterna

tivas_de_Rendimiento_(APM)
(4) GNL Quintero pro forma data: contribution by equity method

Bond issue

In 2020, Enagas has completed the issue of 500 million euros in bonds maturing in 2032 and
with an annual coupon of 0.375%. The company, which did not have significant maturities
until 2022, has taken advantage of favourable market conditions to finance itself at a
historically low rate and bring forward the refinancing. This transaction has been sealed with
the lowest interest rate achieved by a Spanish company for a period of ten years or more. It
also represents the lowest interest rate achieved by a utility for an issue in euros for that
period.

Debt maturity (M€)

862
654 652
477 532
1 1 1 1
||
2021 2022 2023 2024 2025 2026
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Debt type

12.6%

13.4%

mCapital markets
mInstitutional debt
mCommercial banking

ElLeasing

MDebt in euros
W Debt in USD

+80% fixed-rate debt with no significant maturities

Sustainable credit

until 2022

In December 2019 Enagas transformed its 1,500 million-euro syndicated credit line into a
sustainable one by linking its price to the reduction of CO2 emissions (see the ‘Climate action
and enerqy efficiency’ chapter). This credit line is held by 11 national and international
financial institutions, has a limit of 1,500 million euros — not currently drawn down — and

matures in December 2024.
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Total tax contribution [GRI 203-2]

The total tax contribution made by Enagés in 2020 amounted to 253 million euros, of which
59% corresponded to input taxes!! (149 million euros) and 41% to taxes collected'? (104
million euros).

The total tax contribution is calculated using the cash method and taking into account the
globally integrated entities and joint operations (see section “1.3 Consolidation principles, a)
Consolidation methods” of the Consolidated Annual Accounts).

Tax paid in 2020 corresponded almost entirely (99%) to tax paid in Spain*s.

Total tax contribution of the Enagas Group [GRI 203-2]

Taxes collected

5% 1%

9% Bincome tax

WPayroll taxes

WTaxes on goods and services
56%

Enagas total tax contribution (M€) Property taxes

BEnvironmental taxes

253

Taxes borne
M Taxes collected

5%

W Taxes borne Wincome tax (1)

WPayroll taxes

W Taxes on goods and
services

Property taxes

11 Input taxes are those taxes that the company has paid to public administrations of the different states in
which it operates. These taxes are those that have entailed an effective cost for Enagés, such as corporate
income tax and environmental taxes.

12 Taxes collected are those that have been paid on behalf of other taxpayers as a result of Enagas’ economic
activity, without entailing a cost to the Company other than its management.

13 The additional contribution of national and international affiliate companies accounted for using the equity
method was 141 million euros, of which tax borne was 86 million euros and tax collected was 55 million
euros.

ena

(1) Including the following items: Corporate income tax, Tax on Economic Activities and movable capital
income retentions.
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Contribution country by country [GRI 203-2, GRI 207-4]

Below is a breakdown of the Enagas Group’s tax contribution country by country in 2020
including the tax jurisdictions of Spain, Mexico, Peru, Chile and the United States, companies
that are fully and proportionally consolidated (see the “1.3 Consolidation principles, a)
Consolidation methods” section of the Consolidated Annual Accounts).

Tax contribution by country in 2020

Corporate LEtElals
AR . Profit Corporate inco?ne - assets other
L 9 Domestic Foreign Third Parties before Income Tax . than cash and
Jurisdiction | number of Foreign third . h accrued in h
employees | ; < P I .corporate 2ELE (_cas the current Casis
intercompany | parties/linked income tax basis) 5 equivalent
parties Germany | Belgium | France uwait Morocco Mexico | Portugal year instruments
Spain 1,326 2,429,685 1,064,270,934 3,451 360,000 25,552 97,750 249,557 35,284 1,496 432,414,874 106,249,783 105,120,952 4,470,903,288
Mexico 7 379,577 - - - - - - - - - 301,123 35 - 247 453,164
Peru 4 664,955 - - - - - - - - - 398,913 - 22,270 626,325
USA - - - - - - - - - - - 8,159,970 - - 3,164,607 -
Chile 1 - - - - - - - - - - 206,221 - - 4,208 -

(1) In Spain, the difference between the effective rate and the nominal rate is due to the application of deductions to the tax base (R&D&I and double taxation).
In the other jurisdictions (Mexico, Peru, United States and Chile), this difference is due to i) their status as holding companies, with exempt income (dividends); or ii) companies with an immaterial level of income. Taxation in these
jurisdictions is carried out through equity-accounted affiliates, the details of which are not included in this scope.
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Operational excellence

Commercial logistics hub

Due to its geo-strategic location, Spain is in a privileged position in terms of the liquefied
natural gas (LNG) market, as it has a wide range of origins, both for domestic consumption
and for exporting natural gas to Europe. Spain has the highest number of regasification
plants of any European country, and has a meshed network of gas pipelines. This gives the
country great capacity for storage, transmission and operational flexibility.

Given this situation, and after more than fifty years of experience in developing, maintaining
and operating regasification plants and transmission pipelines, Enagas positions itself as one
of the most reputable transmission companies in Europe in terms of facility efficiency. Our
terminals are now recognised as among the most efficient in Europe, with availability of over
99%.

At Enagas, we make our facilities available to customers, providing both traditional LNG
logistics services - such as ship unloading, regasification, LNG transfer to ships and truck
loading - and the new small scale and bunkering services for which we are adapting our
terminals, implementing the latest technologies that will position the Spanish Gas System as
a ‘logistics hub’ for Europe in the gas market.

The Spanish Gas System

Enagas was certified as an Independent Network Operator (TSO: Transmission System
Operator) by the European Commission in 2012, securing its positioning as a European
sector leader. It also works as the Technical Manager of the System following the publication
of the Hydrocarbons Law. This means it is responsible for the operation and technical
management of the Basic Network and the secondary transmission network, guaranteeing
the continuity and security of the natural gas supply as well as proper coordination between
access points, storage facilities, transmission and distribution.

Enagas has been carrying out the majority of its activities in Spain since its founding in 1969.
It has built up a meshed network of more than 12,000 km of high-pressure gas pipelines,
facilitating access to gas from almost every point on the Iberian Peninsula. The company
holds stakes in six of the seven regasification plants in the Iberian Peninsula (four terminals
owned outright and two part-owned), and has three underground storage facilities. As the
main transmission company, Enagas has developed the main infrastructure facilities of the
Spanish Gas System, making it a leader in security and diversification of supply and
consolidating its presence on the international stage.

See the Annual Report on the Spanish Gas System on our corporate website
LNG terminals

Enagas is one of the companies with the most LNG terminals in the world. We are pioneers in
the development, maintenance and operation of this type of infrastructure, and our
knowledge and experience have made us international leaders in the sector.

Our terminals have a unique logistical position: their placement between the Atlantic,
Cantabrian and Mediterranean catchment areas favours sea transmission and the
diversification of LNG sources and destinations. In addition, as regards emissions, Spain is
the entry point for a possible ECA (Emission Control Area), an area that could be declared
particularly vulnerable to pollution, and where the growth of the small-scale market could be
a solution.

enaqgas

At Enagas, we offer a vetting service for the assessment and inspection of methane tankers,
both in the large and small-scale sectors.

At the forefront of technology and efficiency
e 100%
commercial availability at all LNG terminals

= More than 3,500 m3/h
average loading ratio of ships at all our plants

Zero operational losses from boil-off
during tanker loading operations

Minimum coefficient of shrinkage
in operations

e Maximum flexibility
in the allocation and adjustment of slots for tanker offloading and loading

Terminals ready to receive the largest LNG tanker ships in the world
Q-Max with up to 266,000 m?® of LNG
Commercial services in Spain

At Enagas, we are working to provide our customers with the set of services we provide, in
accordance with current regulations. The Third-Party Network Access (ATR) services that we
provide at our facilities are fundamentally classified as:

» Liquefied natural gas (LNG) services
= Natural gas (NG) services

* Gas measurement services

= Other services

o Calibration/testing laboratories, accredited by the Spanish National Accreditation Body
(ENAC):

= Gas Quality

= Volume of gas

= Pressure and temperature instrumentation
o Other services related to infrastructures.

As our work is carried out in a regulated environment, the Regulation and its implementation
form the basis of our plans moving forward. For this reason, it is worth noting that in the last
year, the last regulatory pieces necessary to establish the new regulatory framework that
applies to the Spanish Gas System have been released. On December 23, 2019 the CNMC
therefore published Circular 8/2019, which set out the methodology and conditions for access

14 National Commission of Markets and Competition.
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and capacity allocation in the natural gas system. On January 17, 2020, the CNMC published
Circular 2/2020, setting out the natural gas balance rules. Lastly, on July 20, Circular 6/2020
was published, establishing the methodology for calculating tolls for transmission, local
networks and regasification, and CNMC Resolution 11272 of September 22, 2020 establishing
access tolls for the transmission, local networks and regasification networks from October
2020 to September 2021.

This entire regulatory system represents the foundations for bringing about a major change
in the management/marketing model of the Spanish Gas System, with significant changes
such as single-plant management, management of the virtual balance tank, as well as the
marketing of new services such as LNG storage in tanks or liquefaction. Also included is the
marketing of products located in a particular terminal, such as tanker truck loading services
or marketing of aggregate products, i.e. a single contract for example for the unloading of a
ship and storage and regasification of the unloaded LNG. Changes are also included in the
gas balance management model, in an attempt to minimise operators’ risks in the event of
fraudulent moves by any shipper; capacity is allocated through market mechanisms which,
on numerous occasions, end up entailing auctions.

However, owing to regulatory changes, Enagéas, as a company with excellent standards of
operation and infrastructure use, has made its best efforts to adapt to this new management
model in order to provide a quality service, both during the transition period defined up to
September 30, 2020, and for the definitive implementation of the model made on October 1,
2020.

In 2020, commercial availability was at 100% and technical availability was at 98.6%. This
year’s activity has also been influenced by the world health crisis caused by COVID-19, with
a significant reduction in the demand for gas, as well as by the entry into force of the Virtual
Balance Tank (TVB) model. This was evidenced by a gas volume of 129 TWh being unloaded
at Enagas terminals, a decrease of -6% more than the gas unloaded in 2019. Likewise,
regasification has been decreased accordingly, -5% compared to 2019, to 123 TWh.

enaqgas

Because of the above, the use of LNG storage has stood at an average ratio of 46%, which
has meant a decrease in stored LNG of -29% with respect to 2019.

With regard to the truck loading service, 8.9 TWh have been reached, in line with activity in
2019. Meanwhile, capacity contracting in underground storage facilities remains at levels
above 99.8%.

Customer management

Our customers are transmission companies, shippers, distributors and the direct consumers
in the market (consumers which connect directly to our facilities), to which Enagas supplies a
wide range of LNG services, transmission and underground natural gas storage.

73%

8%

8%

2% - 1% each
country

shippers

<1%

See the list of our customers on our corporate website

Enagas regularly evaluates the satisfaction of its customers and professionals (see the
‘People’ chapter) through satisfaction surveys, the results and associated improvement plans
being reported to those same stakeholders. In the case of customers, the results obtained in
2020 were as follows:
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Customer results in 2020 [GRI 102-21, GRI 102-42, GRI 102-43, GRI 102-44]

N
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Number of responses Assessment of services Services
out of the total rendered

Shippers 40/60 8.8/10 @
Enagas as transmission Capacity management and viability analysis,
company System operators (transmission and 4/8 8.6/10 infrastructure operation and programming, etc.
Business distribution companies) :
operation
Enagas as Technical Shippers 71/174 8.5/10 Programming, operations, distribution and
[€5)
Manager of the System System operators 5/16 9.0/10 balances, etc.

(1) Data from the customer satisfaction survey sent out in December 2019. This survey was not sent out in December 2020, as we aim to adapt its content to the draft requirements established by the CNMC to establish incentives
for the Technical Manager of the Gas System and effects on remuneration (draft published in December 2020). The satisfaction survey is scheduled to be sent out in the first quarter of 2021.

(2) The satisfaction target set for 2020 was 8.3/10.

Consult the improvement plans associated with satisfaction surveys on the corporate
website.

In 2020, Enagas resolved 100% of the 166 formal complaints it received from customers?®.
Most of these arose as part of the process of adapting to the new CNMC circulars establishing
the new methodology and conditions for access and capacity allocation in the natural gas
system and the natural gas balancing rules.

In terms of managing customer’s information privacy, Enagas has a privacy policy and

complies with the General Data Protection Regulation (GDPR). In 2020, Enagas did not
receive any complaints related to privacy or loss of customers’ personal data (nor did it
receive any complaints in this area in 2019).

See the Information Privacy Policy on the_corporate website.

In 2020, the Technical Manager of the System (TSM) set up a Transparency Committee, in
which the different agents of the sector are represented, with the aim of ensuring TSM
transparency and compliance with its Good Practice Guide, ensuring that it responds to
agents’ various needs. As part of this new approach to customer service, a specific email
inbox has been set up for customers, as well as a contact form for queries, suggestions and
requirements.

15 In 2019, 95 formal complaints were received (100% resolved during the year). The 2019 figure has been
recalculated to homogenise the criteria with 2020 and improve public information provided regarding
customer relations. [GRI 102-48]

Asset management: continuity of the business and resilience

In 2020, Enagés carried out a critical analysis of its operating processes under different crisis
scenarios to secure business continuity and resilience at the company in the short and
medium-term, as well as to improve its infrastructure response capacity.

To this end, a Business Continuity Action Plan has been set out with actions implemented
during the year in the areas of organisation, processes and culture, with the following
objectives:

= Provide organisational resilience mechanisms to maximise the availability of resources
and provide greater flexibility to meet operational needs in the event of a new situations
where resources may be unavailable (new scenario due to COVID-19).

= Guarantee autonomy in asset management, minimise external dependencies (contractors
and suppliers) and simplify and improve critical business processes to enable business
continuity in the event of an emergency situation due to COVID-19.

= Strengthen communication, collaboration and cross-company interaction to help teams
maintain contact and their sense of connection.

All of this is complemented with the promotion and acceleration of other identified initiatives
that already form part of other company programmes. This will allow us to provide a better
response to the new needs arising from the situation created by COVID-19 (definition of 1SO
55001 Asset Management, Digitalisation Plan, Knowledge Management, etc.).

In 2021, Enagéas will continue to take actions that contribute to guaranteeing business
continuity and resilience at the organisation and that allow us to get ahead of any possible
new scenarios caused by COVID-19.
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Pipeline integrity

Enagas carries out inspection and maintenance work to ensure the integrity of its gas
infrastructures, making sure they remain in proper condition. The company sets out integrity
plans each year based on the risk involved in the activities to be carried out in the gas
pipelines. These activities include:

= Internal inspections with smart tools to find anomalies in gas pipelines. During 2020,
10.8% of Enagas’ gas pipeline network was inspected internally.

= Indirect external inspections to locate defects in the anti-corrosive coating of gas pipelines.

= Excavations (test pits) for the direct evaluation of anomalies identified through inspections
(internal and/or external indirect).

= Complementary safety activities to detect incidents within the gas pipeline right-of-way
(observation by car, observation by foot, aerial observation and leak detection). In 2020,
more than 83,000 km of gas pipelines were monitored.

Continuous improvement programmes

Enagéas uses methodologies such as Lean-Kaizen and Design Thinking, among others, to
identify innovative solutions focused on efficiency and process improvement, thus generating
disruptive results in the short-term. Along these lines, and in order to face new challenges for
the company, since 2018, multidisciplinary teams have been working on cross-cutting
projects with a high results impact in processes such as gas metering and LNG truck loading,
among others.

During 2020, progress in this area focused on promoting coordination and communication
between the different teams, guaranteeing greater cross-company involvement and efficiency
in management through the development and implementation of digital Kaizen panels.

enaqgas
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4.5 Health and Safety
[GRI 103-1, GRI 103-2, GRI 103-3]

Health and safety is one of Enagas’ values, as is reflected in the Company’s Health and
Safety, Environment and Quality Policy. From an overall safety perspective, the Company
seeks the involvement of leaders and the development of a behavioural model for health and
safety that guarantees the operation and maintenance of the facilities, processes and
equipment, in safe conditions, so that people can carry out their work in optimal health and
safety conditions.

The key aspects that we address in our approach to overall health and safety are the
management of occupational risk prevention, including road safety, crisis management,
industrial safety and major accidents and emergencies, information security and the health
and well-being of professionals.

Sustainable Management Plan

Main lines in 2020 2021 lines

* 1SO 45001 certification: occupational health and safety management systems. * Minimising the impact of COVID-19 on the company’s operations.

« Digitalised Integrated Management System: SYSMAC. « Effective incident management (improved analysis of accident rates).
« Updating the Enagas Crisis Management Manual. « Validation of the Resilient Management Model.

« COVID-19 Action Protocol Certification.
« Mindfulness training programme.

0.12 100%0 4.62 8,507 3.37%

Lost time injury severity rate of activity certified under 1SO 45001 Lost time injury frequency rate training hours in health and Rate of absenteeism [GRI 403-9]
(own workforce + contractors) [GRI 403-1] (own workforce + contractors) safety [GRI 403-5]

[GRI 403-9] [GRI 403-9]
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Health and Safety Management

Action Protocol and Contingency Plan for COVID-19 [GRI 403-2, GRI
403-3, GRI 403-4, GRI 403-5, GRI 403-6]

During the COVID-19 crisis, Enagas implemented an action protocol aimed at ensuring the
health and safety of its employees, the integrity of its infrastructures and security of supply.

The main health and safety measures adopted were as follows:

« Establishing isolation bubbles and maximising social distance for critical workforce;
maintaining stable teams in all areas of the organisation.

Intensified regular testing of our own workforce and regular contractors, as well as follow-
up and contact tracing of our employees.

« Special focus on the emotional well-being and mental health of our employees.

* Weekly coordination meetings of the monitoring committee and employee representatives.
« Self-monitoring, with regular safety visits.

« Distribution of personal protective equipment (FFP2 and surgical masks, gloves and gels).

« Training, workshops and awareness-raising on basic health measures and dissemination of
applicable legal information.

« Teleworking for positions that can perform all their duties through this modality.

« Continuous monitoring of the environment and follow-up of employee teams to protect
their health and the organisation’s work. For this purpose, a CO2 measurement strategy
and air quality analysis have been put in place.

Risk analysis for all profiles and workplaces, together with a plan comprising measures
focused on personal hygiene, organisational measures, protective equipment,
psychosocial management and telework management.

Management of vulnerable employees during COVID-19.

Exchange of information on measures with stakeholders (public administrations,
associations, contractors, workers’ representatives, etc.).

Health programme aimed at all employees (yoga, pilates, sports challenges, etc.).

Unified consultation channel for both technical and medical matters.

Ensuring the health of our collaborators through monitoring and actions relating to
contractors.

Implementation of hygiene measures, posters and signage in the buildings.

the company to protect the health and safety of its employees during the pandemic.

In addition, specific contingency and return plans have been set out, communicated and
implemented for each type of infrastructure.

AENOR certification of the COVID-19 Action Protocol, which recognises the efforts made by
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Health and safety management system

The Enagéas Group health and safety management system is certified under 1SO 45001 and
has procedures and systems that seek to prevent injuries and illnesses caused by working
conditions in addition to the protection and health promotion of employees. This certification
covers 100% of the professionals and contractors under this management system that work
at Enagas infrastructure facilities. [GRI 403-1, GRI 403-7, GRI 403-8]

Enagas also has a Road Traffic Safety Management System certified in accordance with
1ISO39001. In this area, the company has a Mobility and Road Safety Plan, Road Safety
Guidelines and a protocol for vehicle use. There is also a Sustainable and Safe Fleet

Management Manual and a Guide to Good Road Safety Practices for fleet management.

Enagas promotes safety throughout its supply chain and requires OHSAS 18001/1SO 45001
certification as part of its approval process for suppliers of certain families of products or
services. Furthermore, in order to guarantee the coordination of business activities and the
coordination of health and safety on building projects, the company has the Enagas
Contractor Access System (SACE) to manage the safety of its suppliers, contractors and the
whole subcontracting chain. This system offers contractors the operating safety procedures
applicable to the risks involved in the works they perform. [GRI 403-7]

Employees and contractors have access to various channels through which they can
participate in and consult the operation, implementation and assessment of the management
system. These include the bulletin board, workforce letters, forms, meetings, internal
memos, informational pamphlets, posters and/or electronic communications, as well as any
other method that can be documented and guarantees receipt by the intended recipient.
Additionally, there are cross-company and cascading communication channels that also cover
health and safety issues.

Enagés has various employee representative bodies where employees may exercise their
participation and consultation rights. Different committees comprise health and safety
officers and management representatives. The Health and Safety Committees!® meet every
three months, while the Group and Enagas Transporte SAU Intercentre Health and Safety
Committees meet with a frequency set out in the Collective Bargaining Agreement. There is
also a suggestion box on the Intranet, which is available to all employees.

[GRI 403-4]

16 The Health and Safety Committees are statutorily established for centres with more than 50 workers. In
centres with fewer than 50 workers in which there is a Prevention Delegate, health and safety meetings are
held regularly.
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Awareness

In 2020, a total of 8,507 hours of health and safety training were provided for company
employees. [GRI 403-5]

Health and Safety training is a key part of any preventative action to improve worker
protection from the hazards present in daily operations. This is why Enagas has designed a
training schedule for all different job profiles at the company that sets out the specific
training activities needed for each risk group. Most notably in 2020, these activities include
training on risks and preventive measures related to COVID-19, health and safety at work,
and risks and measures related to teleworking.

0572020

To mark World Day for Safety and Health at Work, celebrated on April 28, and given the
exceptional circumstances this year, Enagas organised an online game in a 360°
environment based on the ‘escape room’ concept, with the aim of highlighting occupational
risk prevention.

During the 2020 financial year, health and safety communication and awareness actions have
focused on risks and measures related to COVID-19. More than 100 messages have been
sent to all Enagas workforce through the corporate mailbox with general recommendations,
information on travel procedures, risk assessments, procedures and recommendations for
returning to the office, promotion of health programmes, and so on. [GRI 403-6]

Enagas is also providing training to all its contractors through the SACE platform. This
training is complementary to the face-to-face chats at infrastructure facilities where
particularly hazardous work may be carried out. 5,642 hours of training were provided to
contractors through the SACE platform, which is equivalent to 2,821 training courses. [GRI
403-5]

See the Health and safety, environment and quality policy, as well as the_Prevention
of major accidents policy and the Corporate road safety guidelines on the corporate
website.
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Safety indicators [GRI 403-9]
Lost time injury frequency rate

Number of accidents causing injuries and sick leave per million hours worked. (Number of
accidents leading to sick leave x 10°/ number of hours worked).

5.14 o408 3-73*5.36 462
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.-- .
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B Lost time injury frequency rate (own workforce)
m Lost time injury frequency rate (contractors)

m Lost time injury frequency rate (own workforce + contractors)

* The lost time injury frequency rate by gender was 5.18 for males and 0.00 for females in 2020, 6.49 and
1.97 respectively in 2019, and 2.85 and 0.00 respectively in 2018. The lost time injury frequency rate by
gender has been calculated with the exact number of hours worked for each gender in 2020, while in 2019
and 2018 it was calculated with the estimated number of hours worked based on the distribution of the
workforce.

In 2020 there were eight accidents with lost time among own workforce?’, all of them in men
and categorised as minor accidents by the Social Security Mutual Society. The main causes
were overexertion and posture/ergonomic issues, as well as work with tools and equipment.
Enagés has a procedure of lessons learned where the method of dissemination is established
that uses a cascade approach so that it reaches all personnel at the company.

As regards reported workplace injuries, the rate per million hours worked is 6.06 for own
workforce and 8.05 for contractors.

17 Eleven accidents occurred in 2019 (ten men and one woman) and five in 2018 (all men). In both years, all
accidents were categorised as minor accidents.
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Lost time injury severity rate [GRI 403-9]

Number of days lost due to accidents per thousand hours worked. (Number of working days
lost x 10% / number of hours worked).
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o
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w Lost time injury severity rate (own workforce)
W Lost time injury severety rate (contractors)
u Lost time injury severity rate (own workforce+ contractors)

* The lost time injury severity rate by gender was 0.07 for males and 0.00 for females in 2020, 0.13 and
0.01 respectively in 2019, and 0.06 and 0.00 respectively in 2018. The lost time injury severity rate by
gender has been calculated with the exact number of hours worked for each gender in 2020, while in 2019
and 2018 it was calculated with the estimated number of hours worked based on the distribution of the
workforce.

In 2020, Enagas continued to improve its contractor accident reporting control through
greater works planning and control, as well as through internal audits of the works
management. This improvement in the quality of the data explains the increase during the
year in the frequency rate and lost time severity rate compared to previous years.

Enagas’ accident rates are below
the energy sector average

N
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Lost day rate [GRI 403-9]

Total cases with lost days (own workforce) / Total hours worked per 200,000

19.17

10.15 9.60

2018 201% 2020

Absenteeism rate by age and gender [GRI 403-9]

Absenteeism hours x 100 / Theoretical hours (collective workforce x 1,682 hours)
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In recent years there has been an increase in the rate of absenteeism among Enagas
employees, mainly due to two causes. The first is an increase in the number of births among
female employees (more than 180%), which are preceded by absences due to common pre-
natal conditions; the second is an increase in long-term illnesses. In relation to the latter,
Enagés has implemented various policies and measures to promote employee health, which
has led to a decrease in the rate compared to the previous year (see the ‘Healthy company’
section).
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Occupational illnesses [GRI 403-10]

Through its evaluation systems for health and safety-related risks, Enagas has not identified
workers at risk of work-related diseases.

Risk assessments and incident handling [GrI 403-2]

Within its Health and Safety Management System, Enagéas has a procedure for the
identification of occupational hazards and subsequent risk assessment. Additionally, the
following procedures are available:

« An internal procedure for occupational risk assessment using a method based on the
Simplified Accident Risk Assessment System from the National Occupational Safety and
Hygiene Institute, which is used for both routine and exceptional work. In the latter case,
the methodology is associated with a special operational instruction that makes it possible
to quantify the magnitude of the existing risks and to define their correction priority.

* Procedures for the assessment of industrial risks based on different methodologies, such
as HAZOP (Hazard and Operability Study), a risk and operability assessment technique
that permits the identification of potential and operational risks produced by system
deviations from design conditions; SIL (Safety Integrity Level), a technique for assessing
safety levels by assigning the required safety integrity level to each instrumented safety
function and verifying that it meets the safety requirements of that level; ‘What If’, a
technique for easily identifying potential hazards, assessing the significance of hazards
and the adequacy of existing safeguards; risk analysis methodology for facilities under the
SEVESO Directive, a methodology for assessing explosion risk which enables the
assessment of both the existence and likelihood of the formation of an explosive
atmosphere and the existence and likelihood of activation for all possible sources of
ignition.

« Safety inspections (planned observations and safety visits) and work permits are other
procedural methods that make up Enagas’ management system.

Following any risk assessment, corrective actions are established to mitigate the relevant
identified risks, and the effectiveness of the action is subsequently evaluated.

In addition, during 2020, jobs and locations have been subject to a COVID-19 risk analysis,
as indicated by the relevant procedure from the Spanish Ministry of Health, as well as
periodic self-monitoring checks to monitor the measures implemented.

Enagés has an internal procedure for reporting risks or anomalies that any worker may
detect during the course of their activity. There are various channels for establishing these
communications, such as Health and Safety Committees and meetings, workers’
representatives, an electronic mailbox available to all employees, and coordination meetings
with contractors, through the prevention service or those directly responsible, and a specific
mailbox enabled on the SACE platform for contractors and suppliers.

If a situation involving an imminent, major risk is identified, professionals are obligated to
stop working, remain in a safe location and notify their direct supervisor of the situation.

Enagas has a procedure for action, notification, investigation and statistical incident analysis
(accidents resulting in sick leave, not resulting in sick leave, fatal, major and multiple, as well
as incidents (including those in intinere)).

If the following circumstances arise, a specialised investigation is carried out through a
specific register:
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» Incidents with a risk score above a specific level, established according to the method
included in the procedure.

« By request of the Intercentre Health and Safety Committee and/or the Health and Safety
Committee of the facility, the chain of command or the Prevention Service.

* Major or fatal accidents.
* Major accidents according to RD 840/2015.

Following the investigation, a report is produced including the causes of the incident, the
potential risk assessment, the corrective actions identified, the persons responsible for
carrying out and monitoring the corrective measures (including those that affect the risk
assessment review or changes to the management system), as well as resources and
timelines.

See the General Policy on the Integrated Security of Strategic Infrastructures on our
corporate website

See the Major Accident Prevention Policy on the corporate website

Crisis and emergency management

Enagés has a stakeholders map for managing crises affecting infrastructures so that, in a
hypothetical crisis situation, all key people as well as the channels and issues can be
identified.

Enagéas also has different procedures in place to respond to incidents in information systems,
which include roles and responsibilities, steps to take to restore the operability of equipment
and systems, recovery times, etc.

Enagés has updated the company Crisis Manual for quick and effective incident management,
and has established numerous action committees to control incidents depending on the
degree of severity and consequences of the different scenarios.

During this year, after acting on the basis of the scenario in our Crisis Manual for personnel
unavailability, specific contingency plans have been drawn up.

Information security

Enagés has a cybersecurity policy approved by the Board of Directors and targeted at
efficiently managing the security of information processed by the company’s IT systems, as
well as the assets involved in these processes.

The Enagas information security management model is applicable to cybersecurity and is
based on international and national regulations, in order to provide, through all means within
its reach and in proportion to the threats detected, the resources required for the
organisation to have an environment that is aligned with the established business and
cybersecurity targets.

Additionally, as enhanced protection for the critical infrastructures operated by Enagas, a
General Policy on the Integrated Security of Strategic Infrastructures has been defined in
which the processes of physical and logical security have been combined for compliance with
the Law governing the Protection of Critical Infrastructure (LPIC).

Enagas has a cybersecurity management model with segregation of duties between
government and operation, as well as a Cybersecurity Master Plan. This Plan has been



updated in 2020 in accordance with the requirements of Royal Decree 43/2021, which
implements the Royal Decree-Law on Network and Information System Security.

In addition, in 2020 Enagéas updated its Security Master Plan 2021-2023, placing special
emphasis on the extraordinary situation caused by the COVID-19 pandemic and facilitating
secure teleworking without affecting the company’s normal operations, as well as discussing
the company'’s inertia towards digitalisation and the growing migration to cloud solutions.
Finally, the company is adapting its controls to the requirements of the government’s future
Spanish Critical Infrastructure and Essential Services Protection Certification scheme.

Enagés has been deploying its cybersecurity awareness and training strategy, reaching all
workforce and carrying out a number of face-to-face and online activities intended to improve
employee ability to detect and react to threats. Currently, Enagas has renewed the 1SO
27001:2013 certification for its logistics and commercial systems, gas pipeline control
systems and industrial control systems for each type of infrastructure that it operates.

Cybersecurity incidents

As in previous years, Enagas’ IT systems were not subjected to any successful attacks in
2020.

See the Cybersecurity Policy on our corporate website

Healthy Company [GRI 403-3, GRI 403-6]

Enagés has received the Healthy Workplace certification. The Integrated Healthy
Management System encompasses aspects and information regarding the physical working
environment, the psychosocial environment, personal health resources and community
participation.

At Enagas, all job-specific risks with health impacts are assessed, and there are associated
medical protocols to prevent and/or mitigate these impacts. [GRI 403-7]

In addition, there is an agreement with an external prevention service to provide coverage to
the occupational medicine and health monitoring speciality at all centres. In 2020, the
number of medical workforce at Enagas’ head office was increased to respond to the demand
arising from the COVID-19 health crisis, with two doctors, two qualified occupational nurses
and an administrative assistant (initially there was one doctor and one qualified occupational
nurse). At the Gaviota platform, there is also a qualified occupational nurse. Enagas also
offers its employees private health insurance at a subsidised rate, and a physiotherapy
service is offered for shift workers at regasification plants.
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Medical service actions [GRI 403-6]

Besides the specific medical check-up for each position, Enagas also carries out basic
analytics, a cholesterol breakdown, prostate cancer check-ups for men over 45 years of age,
an electrocardiogram and a colon cancer diagnostic test. Enagas has also implemented a
programme to encourage professionals to gather the necessary knowledge to become
promoters of their own health.

* 1,152 medical consultations for Enagas personnel (1,040 related to COVID-19), and 22 for
external personnel.

* 5,629 COVID-19 tests for Enagas personnel and 2,385 tests for external personnel.

« 136 cases of vaccinations against flu, pneumococcus, hepatitis A and B, tetanus and
typhoid.

¢ 1,207 health examinations.

* 961 examinations for high blood pressure and cardiovascular risk (including 231 blood

tests and 26 blood pressure measurements in the medical service, both at specific times
and in follow-up).

* 469 tests of early diagnosis of prostate cancer.
« 253 tests of early diagnosis of colon cancer.

With the aim of promoting a healthy lifestyle among employees, Enagéas provides
professionals with healthy and natural food at the head office and in infrastructure canteens.
It also encourages exercise through programmes such as ‘In Shape’, also providing a locker
room, showers and bicycle parking.

During 2020, and in the context of the health crisis, employees have been offered online
mindfulness services, a ‘With Good Energy’ programme to improve emotional management,
and classes in yoga, pilates, low-impact callisthenics, exercises to improve back health and
pilates for pregnant women.
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4.6 Natural capital and biodiversity management

[GRI 103-1, GRI 103-2, GRI 103-3]

Natural capital and biodiversity management is one of the key areas for Enagas, as is

reflected in the company’s health and safety, environment and quality policy. The control and

minimisation of our impacts on the environment also produces direct internal benefits by
improving the use of resources, ensuring the sustainability of our business and generating
confidence in our stakeholders.

The key aspects that we address in our natural capital and biodiversity management model

are as follows: an assessment of natural capital and biodiversity’s impacts and dependencies,

process circularity (circular economy), monitoring and control of environmental issues
(atmospheric emissions, spills and waste control, noise control, light pollution, water
management, biodiversity) and the implementation of impact prevention and mitigation
measures.

Sustainable Management Plan

Main lines in 2020

Adherence to the Biodiversity Pact.
Biodiversity Strategy.

New waste management model (local managers and greater volume of waste subject to

recovery and recycling treatment).

Raise awareness among contractors and Enagéas professionals about sorting and recycling

waste.
Programmes of environmental objectives and targets 2020.
Transparency in risk and water management (CDP Water).

2021 lines

« Biodiversity Plan.

« Valuation and monetisation of biodiversity impacts.
* Waste minimisation plan.

» Zero waste certification.

* Programmes of environmental objectives and targets 2021.

« Transparency in risk and water management (CDP Water).
* Water Management Plan.
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Natural capital and biodiversity management model

Environmental certifications

Enagés undertakes its environmental commitments (as outlined in the Health and Safety,
Environment and Quality Policy) via its environmental management system. 100% of Enagas
activity is 1SO 14001 certified.

Furthermore, the Serrablo and Yela storage facilities and the Huelva and Barcelona
regasification plants are EMAS certified.

Environmental aspects (impacts)

Origin of impacts

N
enagas

Natural capital and biodiversity impacts and dependencies

Enagés assesses natural capital’s dependencies and impacts in order to identify actions that
enable us to minimise our environmental impact.

The environmental impacts are shown below, ordered by relevance and their origin, as well
as the main actions Enagés carries out to prevent and reduce them.

Main preventative actions and impact mitigation

* CO2 emissions

Energy consumption for the operation,

Energy efficiency

Emissions offsetting

construction and maintenance of

Most relevance Gas emissions ¢ CHas emissions
« NOx, HCFCs, CO, SOx emissions

infrastructures (transmission, storage,
regasification)

Preventive maintenance

Emission reduction targets linked to variable remuneration
paid to employees

« Non-hazardous waste
Medium
Waste ¢ Hazardous waste
relevance

« Spillage

Infrastructure maintenance

Recycling and re-use

Spillage prevention measures

Waste recycling and re-use targets

Seawater withdrawal (returning the water in similar
conditions)

Regasification plant operations

Use water for cooling before returning to the sea

Impact on biodiversity

Construction and operation of infrastructures Ecosystem restoration and preservation

Least relevance ) .
Consumption of water from the municipal network and

ground or surface water sources

« Sanitation

 Irrigation

« Firefighting systems

General plan to reduce the consumption of water in facilities

Noise pollution

Infrastructure operation

Silencers, insulation

Light pollution

Infrastructure operation

Reduction of night-time lighting

Energy consumption (natural gas and electricity) is key to carrying out our work and is
therefore our main natural capital dependency, alongside the land on which our
infrastructures are located. It is also the source of our main environmental impact:
greenhouse gas emissions. Within the framework of its ISO 50001-certified energy
management system, Enagas analyses the most significant energy consumption in terms of
facilities and equipment, as well as their dependence on the main variables, enabling us to
establish and prioritise the energy efficiency initiatives with the greatest impact (see the
‘Climate Action and Energy Efficiency’ chapter).

These environmental impacts are analysed through environmental assessments in the case of
construction, operation and maintenance activities.

Environmental monitoring is carried out through audits, environmental surveillance
programmes, assessments of legal compliance at all facilities and monitoring of
environmental indicators and improvement plans.

What is more, for infrastructure construction projects, and based on their type and on
applicable regulations, environmental impact studies are carried out which include both the
impacts themselves and the measures taken to mitigate them. All of this involves
establishing consultation processes with stakeholders (see the 'Local communities’ section).

In these projects, Enagas carries out activities aimed at protecting and preserving flora and
fauna, thereby mitigating any impact on biodiversity. Such activities start with on-site
reconnaissance before any work commences in order to check for the presence or absence of
species along the route. After construction work is complete, Enagas reclaims all the affected
areas and reforests the area.
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In 2020, a number of construction projects were carried out using the corridors of other
existing infrastructures and existing accesses to the work area were also used, thus reducing
the damage to soil and waters. These projects plan to reclaim 100% of the affected land,
returning it to its previous state as soon as possible after its alteration. This minimises the
risk of erosion and helps re-establish the land’s natural watershed, as well as the state of
affected habitats and the landscape. In 2020, progress was made towards reclaiming
110,785m? of the 229,413m? disturbed. In 2021, Enagas will continue to work towards the
reclamation of the remaining surface area. [GRI 304-2, GRI 304-3, GRI OG4]

In addition, Enagas conducts other analyses and studies, such as assessments of
environmental risks associated with accidental scenarios. All of this enables us to identify the
natural capital assets in which we have the greatest impact at facility level and to therefore
prioritise environmental actions based on them.

As a result of the environmental risk assessments associated with accidental scenarios and
their economic quantification (Law 26/2007), Enagas has provided a financial guarantee for
the EI Musel plant (hypothetical scenario of oil spillage into surface waters) and the
underground storage facilities at Serrablo and Yela (the main hypothetical risk scenario is fire
affecting wild species and habitats).

Enagas has conducted an assessment of natural capital based on an analysis of
environmental materiality at infrastructure level. In certain cases, a more detailed
assessment is conducted to analyse the ecosystem services of the environment. This is the
case of the Landscape Integration Study that was carried out prior to the construction of the
Euskadour Compressor Station and which resulted in the identification of revegetation and
recovery measures for soils, vegetation and water courses, with more than 900 species
planted. In 2021, a project will be undertaken to assess and monetise the environmental
impacts of this facility, including the calculation of net debt and the identification of
compensatory measures, where appropriate.

2020

Enagés shares knowledge and experience with seven other energy companies in a working
group on natural capital and energy. The objective of this group is to work on the
application of the Natural Capital Protocol in the energy sector in order to develop a
common methodological framework for the identification, measurement and valuation of
natural capital.

Biodiversity strategy
[GRI 304-2]

In 2020, in order to strengthen the commitment to biodiversity reflected in our Corporate
Biodiversity Guidelines, we joined the Biodiversity Pact and set out our Biodiversity Strategy:
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Strategic drivers

Valuation and assessment of ecosystems and environmental matters that allows us to
set out and prioritise our actions.

Adopting nature-based solutions to preserve, restore and manage ecosystems and
species, contributing to climate change mitigation, resilience and adaptation with
benefits for nature.

Collaboration with organisations, associations and companies to create shared value and
maximise the impact of our actions.

Raise awareness to encourage action both individually and collectively, helping to bring
other companies and entities on board.

Consult the Health and Safety, Environment and Quality Policy and the Corporate
Biodiversity Guidelines on the corporate website

Circular economy

At Enagéas, we have signed the "Circular Economy Pact’, committing ourselves to promoting
the transition towards a circular economy. To this end, we are working along the following
lines:
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Consolidated Management Report 2020 enaqgas

Actions aimed at process circularity: [GRI 306-2]

Energy use and reducing the carbon .
footprint of our own and third-party
production processes

Enagas’ energy efficiency and emissions reduction plan, which has enabled us to reduce our carbon footprint by 32.3% compared to 2019 (see the
"Climate Action and Enerqgy Efficiency’ chapter)

Electricity generation projects for our own and third-party consumption, using renewable energies, cleaner technologies and more efficient processes,
through which we generated 19% of the electricity consumed in 2020 (see the 'Climate Action and Enerqgy Efficiency’ chapter).

A project to take advantage of the residual cold produced by liquefied natural gas (LNG), making it possible for the residual cold produced during the
regasification process at the Huelva plant to be channelled to refrigeration facilities. This provides a sustainable product freezing service, with energy
savings of more than 50% in energy costs and a 90% carbon footprint reduction.

Use of renewable energy .

Promotion of the development of non-electric renewable energy sources, such as biogas/biomethane and hydrogen, for injection into the gas pipeline
network, as well as the development of new services and uses of natural gas, launching more than 45 projects (see the 'Our commitment to the energy
transition’ chapter).

100% of electricity consumption from guaranteed renewable energy beginning in 2020 (see the 'Climate Action and Energy Efficiency’ chapter)

Life cycle optimisation for products .
and facilities. Recovery and extension
of the useful life of auxiliary materials
and incorporation of eco-design
criteria

Reclamation plant for water with methanol at the Serrablo storage facility; depending on the amount of methanol present and under certain operating
conditions, this will allow us to recover up to 98% of the water containing methanol, thus avoiding the generation of a substantial volume of hazardous
waste.

Extension of the useful life of oils and lubricants used in the equipment of its facilities by cleaning and filtering these products.
Incorporation of eco-design criteria in construction projects.

Use of the gas pipeline network route to install fibre optics.

Water saving and efficiency .

Ecological remediation and ecosystem
restoration

Rainwater capture systems in facilities used for fire suppression and irrigation.

Replacement of lawns with native vegetation at facilities for more responsible water use, which will allow us to reduce water consumption by up to 80%
at two of the facilities with the highest consumption.

Biodiversity Strategy: adopt nature-based solutions to preserve, restore and manage ecosystems and species, contributing to climate change mitigation,
resilience and adaptation with benefits for nature.

Reclamation and revegetation at 100% of infrastructure development projects with impacts on biodiversity.

Waste recov and recycling Require waste managers to carry out waste recovery and recycling treatments.

Product reuse .

Donation of more than 145 unused computers and mobile devices for later reuse in 2020.

The waste recovery and recycling treatments required of waste managers have enabled us to recover 70% of our waste in 2020 and 96% in the last
quarter as a result of our new waste management model.

Raising awareness on the importance g
of moving towards a circular economy

Introduction of the concept of circular economy in environmental training courses.

Awareness-raising campaigns for contractors and Enagéas professionals about separating and managing waste.
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Waste generation and management

Enagés has implemented a system of segregation, management, storage and delivery to
authorised managers of hazardous and non-hazardous waste.

The waste generated by Enagas is mostly associated with the maintenance of facilities and
equipment (activities that depend mostly on externalities), and is mostly liquid waste. [GRI
306-1]

This waste is managed by authorised waste managers outside the company’s facilities. The
company aims to recycle, recover and re-use this waste where possible. For this purpose,
Enagés has implemented a new waste management model based on contracting with local
managers and facilitating the achievement of high percentages of recovery/recycling
treatments. Therefore, in its various contracts with waste managers, Enagas has set out the
treatments to be applied to each waste product in line with applicable legislation and the
company’s commitments, which include the objective of treating (recycling/recovering) a
percentage equal to or greater than 90% of all hazardous and non-hazardous waste. This will
allow us to achieve the Zero Waste certification in 2021. To this end, we are setting out
actions to increase the percentage of waste recovery in infrastructures and minimise waste
generation. [GRI 306-2, GRI 306-4, GRI 306-5]

Waste generated and managed by type of waste (Tn)

[GRI 306-3, GRI 306-4, GRI 306-5]
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Recovery / Recycling  mDisposal

In 2020, the increase in non-hazardous waste generated over the previous year is due to the
increase in septic tank sludge (non-industrial liquid waste), which represents 82% of Enagas’
total non-hazardous waste, as it contains only organic material in its composition.
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Most Enagés facilities, due to their isolated location and distance from urban areas, do not
have the option to discharge their waste water into a municipal sewerage network. For this
reason, they need to have septic tanks and sealed reservoirs, which generate sludge that
must be extracted and removed by an authorised manager. At facilities with septic tanks,
Enagas uses a biological treatment, after which the treated water is discharged into a system
of filtration ditches, at which point it is considered discharge.

This increase in the volume of septic tank sludge waste is the result of the generation of
sludge at the Barcelona plant due to an incident, as well as the replacement at the Huelva
plant of septic tanks with sealed reservoirs to prevent waste water leaching into the ground,
which leads to greater sludge generation.

Barcelona, under normal conditions, does not generate this waste as it is one of the facilities
that is connected to a sewerage disposal network, namely that of the Port of Barcelona.
However, due to an incident in which the presence of sulphides was detected in the waste
water, it was not possible to discharge it into the municipal network, and sludge was
generated which had to be treated as waste. In addition, this sludge has not been able to
receive recovery treatment (treatment that, in normal conditions, 100% of this waste
receives) due to their composition. During 2020, work has been carried out to resolve this
incident. It is expected to be definitively resolved in 2021 so that this waste will no longer be
generated. Due to this incident in 2020, the volume of sludge under recovery treatment was
53%.

On a related note, hazardous waste has increased due to the greater generation of water
containing methanol (liquid industrial waste), which represents 70% of Enagas’ hazardous
waste. This waste is generated in underground storage facilities during the extraction period.
The extraction of gas is associated with the use of water contained in the wells. Therefore,
this waste is generated in direct proportion to the storage extraction activity. In 2020,
extraction activity was 83% higher than in the previous year, and consequently, the amount
of this waste increased by 62%.

95% of hazardous waste has been subject to recovery treatment. Those that have been
disposed of are of different types, many of which are difficult to recover (waste with THT and
contaminated soils). Enagas is already working with waste managers to increase this
percentage as much as possible.
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Non-hazardous waste generated and managed by nature of the waste and its origin
(Tn) [GRI 306-3, GRI 306-4, GRI 306-5]

- Operation/
Scope of generation 2018 2019 2020

2\
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Hazardous waste generated and managed by nature of the waste and its origin (Tn)
[GRI 306-3, GRI 306-4, GRI 306-5]

. Operation/

Normal/main Recovery/recycling 31.76 33.71 73.34
industrial activity
Disposal 19.44 11.26 13.47

Solids .

Ancillary industrial Recovery/recycling 3.38 6.85 6.94

ivi 2

activity @ Disposal 7.11 2.48 14.04

Non-industrial & Disposal 0.03 0.04 0.02
Liquids Normal/main Recovery/recycling 1,599.13 1,209.35 2,055.49

industrial activity

Disposal

65.45

53.48

82.89

) Recovery/ 23.88 20.69 17.47
Normal/main recycling
industrial activity i
Disposal 65.45 66.57 23.14
Solids
Recovery/ 322.95 34477  434.62
) . recycling
Non-industrial @
Disposal 81.68 42.84 25.60
Recovery/ 7.00 35.50 15.70
Normal/main recycling
industrial activity A
Disposal 74.69 137.18 177.04
Liquids y;
Recovery 1,439.96 1,803.11 1,676.73
) ) recycling
Non-industrial &
Disposal 443.04 1,149.06 1,481.51

(1) Enagés differentiates between the following operations/treatments: Recovery/recycling (includes energy
recovery, capture, recycling and other recovery treatments) and disposal (landfill disposal, incineration and
other treatments).
(2) Includes domestic/municipal waste similar to that generated in homes and offices, such as MSW, paper
and cardboard, plastics, metals, CDW from minor projects, batteries, toner, etc.
(3) Includes septic tank sludge (resulting from the treatment of wastewater in pits and sealed tanks)

(1) Enagas differentiates between the following operations/treatments: Recovery/recycling (includes energy
recovery, capture, recycling and other recovery treatments) and disposal (landfill disposal, incineration and
other treatments).
(2) Includes contaminated soils produced by accidents and soaked sepiolite (clean-up material for small

spills).

(3) Includes biohazardous waste from the Medical Service.

Spill control

Enagés has preventive measures in place to avoid spills, such as the placement of
containment buckets and trays. The following accidental spills occurred in 2020:

* 347 litres of oils

« 300 litres of water with methanol

* 120 litres of triethylene glycol

* 102 litres of cooling liquid

45 litres of water with hydrocarbons, diesel,
hydrocarbon and sodium hypochlorite

Corrective actions include damage
assessment, land decontamination and
replenishment if necessary, removal and
treatment by the waste management
company and preparation of the incident
report. By 2020, 99%® of the volume of

these spilled liquids had no environmental
impact thanks to these corrective actions.

(1) It has not been possible to decontaminate or treat 10 litres of water with hydrocarbons and sodium
hypochlorite due to the nature of the spill.
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Water management [GRI 303-1]

At Enagéas, we do not consume water in our production processes. The company has
therefore not stated significant aspects linked to water shortages in the yearly assessments
that are conducted in line with the environmental management model.

The main withdrawal of water that Enagas carries out is that of seawater for use in
floodwater and seawater vaporisers at regasification plants. This water is returned under the
same conditions as those in which it is withdrawn (the temperature decrease is minimal and
it does not affect the marine ecosystem). The volume of water taken is directly proportional
to the quantity of gas regasified. [GRI 303-3, GRI 303-4]

Seawater withdrawn and returned to its source (hm3) [GRI 303-3]

Barcelona Plant
Limit™
480.5

W Barcelona
plant

Cartagena Plant
Limit*

2978 W Cartagena

plant

Limite Planta de ®Huelva plant

Huelva®
170
127.5
1i4.1 101.5 115.6 o5.1 103.7
7.
&,
4.
2018 2019 2020

* Legal extraction limit established for each Regasification Plant

In 2020, seawater withdrawn at regasification plants was lower than in the previous year, in
line with the lower level of activity at these facilities. Enagas is following a downward trend in
terms of the intensity of seawater withdrawal:

Seawater withdrawal intensity

Regasified gas (hm3/GWh)

N
enagas

Water withdrawn from other sources (m?3) [GRI 303-3]

Target 2020
of water withdrawn

61,849 from municipal network
52,950 ® Surface water
= Groundwater
B Water from municipal network
Produced water
9164 7,96 9,1 i
4,505
r 934 3174 202 3,67' 996
| | |
2018 2019 2020

Enagéas also draws water from other sources, mainly for sanitary use, irrigation and fire-
fighting equipment. Of the 67,733 m® withdrawn in 2020 for these uses, 17,461 m? have
been discharged, meaning that water consumption has totalled 55,643 m® (an amount that
includes the 5,371 m? of seawater pumped at the Barcelona Plant for desalination). This
amount represents only 0.02% of the total water withdrawn [GRI 303-2, GRI 303-4, GRI
303-5].

The company therefore has various measures aimed at reducing water consumption such as
better techniques for irrigation and consumption of grey water. In 2020 we have managed to
reduce the amount of water drawn from the municipal network by 9%, surpassing our own
target (5%). Enagas has been implementing measures to reduce water consumption for
years, as well as carrying out regular campaigns to publicise and raise awareness of this
issue. This has enabled Enagéas’ water consumption to trend downwards. Additionally, in
2020, the health crisis’ restrictions on the number of employees present in the facilities has
contributed to lower consumption.

In 2020, Enagas reduced its consumption of
municipal water by 9%
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Atmospheric pollution [GRI 305-7]

The main non-greenhouse gases emitted at our facilities are CO, SOx, NOx, PM10 particles
and Non-Methane Volatile Organic Compounds (NMVOC). These emissions are produced by
the consumption of natural gas and diesel by various pieces of equipment and, therefore, are
directly related to CO2 emissions.

In 2020, emissions of these polluting gases have been reduced thanks to energy efficiency
measures and COz emissions reduction targets (see the 'Climate Action and Energy Efficiency’
chapter).

Non-GHG emissions (t)

1.074
948 769
[ee]
s
40 44 34 S0%
31 PM10
23 -— 2
e ——————————— _ ——NMVOC
16 17 13
2
1 1
2018 2019 2020

Enagas carries out regulatory and voluntary atmospheric checks (self-checks) at all its
combustion sites. The control actions are as follows:

«  Periodic regulatory inspections (conducted by an authorised inspection organisation
(A10)).

¢ Annual TESTO check (carried out with their own resources (Analysing team and Enagas
employees)).

Both the regulatory inspections and the internal TESTO checks are planned annually for every
facility as part of the ‘Atmospheric Monitoring Programme’.

Noise at Enagas’ facilities is produced by the operation of regulators, turbines, vaporisers and
pumps, among others. All facilities carry out regular environmental noise measurements
around their perimeter to ensure that noise levels remain within the limits established in
applicable legislation. In those cases where deviations are found, corrective actions are
implemented (acoustic screens, silencers, soundproofing, etc.).

With regard to light pollution, Enagas is also working to reduce night-time lighting at its
compressor stations by keeping perimeter lighting to a minimum and by switching off the
facility’s lights at night.

ena
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4.7 Climate action and energy efficiency
[GRI 103-1, GRI 103-2, GRI 103-3]

Improved energy efficiency and lower greenhouse gas emissions are major factors in
reinforcing the vital role that natural gas will play in a low-carbon economy as a key element
for achieving sustainable, safe and efficient energy.

The most relevant aspects that we address in our climate change management model are
public commitment and the setting of targets, emissions reduction and offsetting measures,
as well as reporting on our performance and results, following TCFD (Task Force on Climate-
related Financial Disclosures) recommendations.

Sustainable Management Plan

Main lines in 2020 2021 lines

« Annual campaign to detect, quantify and repair fugitive emissions in all our facilities. « Definition of the emissions offsetting strategy to achieve carbon neutrality by 2040.

« 2020 Energy Efficiency and Emissions Reduction Plan. * Analysis and assessment for the establishment of scope 3 emissions reduction targets.

« Increase in the percentage of guaranteed-origin electricity consumption, reaching 100% from  First reporting cycle to the OGMP2.0 (Oil and Gas Methane Partnership) framework on methane
the second half of 2020. emissions, including methane targets, methane footprint per facility and action plan to achieve

« Updating our decarbonisation strategy by increasing the ambitiousness of emissions reduction the Gold Standard level.
targets. » Development of projects and analysis of top-down methane emissions measurement and
quantification methodologies to advance the reconciliation of bottom-up technologies in order to

« Assessment of international legislation on methane emissions and associated action plan at s .
improve data uncertainty.

Enagés and its affiliates.

« Adaptation and verification of the Carbon Footprint according to the new version of 1SO
14064:2019.

« Development of a computer application to record venting at transmission facilities.

« Adherence to the OGMP2.0 (Oil and Gas Methane Partnership) framework for reporting methane
emissions in line with the European Methane Strategy.

32,932 tCO2e +7% -32% -24%0 -95%0
If- ti f fi
avoided in 2020 through energy fsneagg;a (I:?enag ai%e;%%ci;?\rtnsources Greenhouse gas emissions (scopes 1  Scope 1 emissions vs. 2019 (208,314 Scope 2 emissions vs. 2019 (1,654
efficiency or emissions reduction (vs. 2019)’ [GRI 0G3] and 2) vs. 2019 (209,968 tCOze) tCOze) [GRI 305-1] tCOze) [GRI 305-2]
measures
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Governance model for climate change management

At Enagas there is a governance structure led by the Board of Directors that supervises the
company’s climate change performance. The Sustainability, Appointments and Remuneration
Committee, through the Sustainability Committee, approves and monitors the CO2 emissions
reduction targets linked to variable remuneration as well as initiatives that help achieve said
reduction that are included in the Energy Efficiency and Emissions Reduction Plan.

Furthermore, the Audit and Compliance Committee supervises the efficiency of risk control
and management systems and assesses the possible impact of climate change through the
Risk Committee.

The Sustainability Committee is formed of the main Directorates of the company, among
which the Strategy function is, that provides input for the identification of opportunities.

The Health and Safety, Environment and Quality Committee periodically assesses and
manages issues related to climate change associated with business processes, impact
assessment studies and the evaluation of environmental aspects.

There are also various working groups reporting to these committees, such as the Energy
Efficiency and Emissions Reduction Group, responsible for drafting and monitoring the Energy
Efficiency Plan and setting the company’s emissions reduction targets, among other matters.

In terms of risk management, business units are responsible for risk identification and
measurement, the risk function controls and manages risks and the Internal Audit
Department function supervises the efficiency of the established risk controls (see the ‘Risk
management’ chapter).

Risk management and opportunities arising from climate
change

[GRI 102-29, GRI 102-31, GRI 201-2]

Risks derived from climate change are evaluated comprehensively in the Company’s risk
management model over the short-term horizon (3 years).

In addition, for the assessment of these risks in the long-term, 2030 is taken as the time
frame (the first time frame for compliance with the objectives established in the Integrated
National Energy and Climate Plan). In this way, risks from factors such as policies and
regulatory measures that encourage the use of renewable energy sources, natural disasters
or adverse weather conditions and volumes of COz emissions and prices are identified and
quantified.

According to the assessment, the effects of these risks would have a low economic impact on
the company in 2030 (around 5-10% of profit). The effects of these risks can mainly be
compensated by the opportunities the company has identified both in the field of renewable
gas development and in new natural gas logistics services.

£\
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For this climate change risk assessment, a 4°C temperature rise (business as usual) has
been taken as the baseline scenario and a risk scenario of 1.5°C increase aligned with the
Integrated National Energy and Climate Plan. In the case of the evaluation of physical risks
(natural disasters), the risk scenario is a 6°C increase in temperature.
In 2020 Enagas has been the only company in the
world in the Oil & Gas sector included on the CDP
Climate A List, which means it has achieved the

highest score in this annual ranking

Ncop

DISCLOSER

2020

Climate change risks and opportunities

Risks Opportunities
]
I
®
Loss of income due to i ™
decreased demand = g
o 3
Operational E |-E| . Renewable gases
overcosts g
due to
Operating cost natural L.
overruns due to disasters New_loglstu:s
€O, emissions . . z services

High Moderate Medium Low Low Medium  Moderate High

Likelihood of occurrence
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Factors Risk Control and management measures

Volume of CO2 emissions  Operating

cost

overruns due to CO2

CO2 prices emissions

Short and long-term emissions reduction targets linked to variable remuneration.
Energy Efficiency and Emissions Reduction Plan.

» Setting internal carbon prices.

Emissions offsetting programme.

Policies and regulatory
measures encouraging the
use of renewable energies

Loss of revenue due to
decrease in demand /
increase in financing

Promotion of new services and uses of natural gas in transportation by road, rail and sea and in the industrial and household sectors.
Promotion of the development of gas from renewable sources (biomethane and green hydrogen) and their integration in gas infrastructures.

Promotion of the development of new technologies and infrastructures for the capture, transmission and storage or use of CO2> and small-
scale liquefaction.

costs
* Monitoring of sustainable finance regulation, contact with investment entities, financing and rating agencies, etc.
« Environmental certifications (ISO 14001 and EMAS.)
« Emergency response action plans.
. * Procedures for the investigation and monitoring of incidents.
Natural disasters or .
Operational cost .

adverse meteorological
conditions (floods,

landslides, etc.) disasters

overruns due to natural

Development of demand scenarios that determine the infrastructure to develop in order to guarantee secure supply.

* Material damage policy.

Emergency response action plan.
Insurance policy covering catastrophic damage.
Review of plans for adaptation to climate change in infrastructures.

Focus areas related to biomethane:

« Issuance of green certificates.

« Measurement of gas quality: guaranteeing the quality of renewable gas before its injection into the gas network.

« Stake in biomethane infrastructures (upgrading/connection to the transmission network).

Renewable gases With regard to green hydrogen, the main areas of focus are:

Involvement in different European groups analysing the technical conditions for the introduction of hydrogen into gas networks.

Joint Ventures for technological development and the promotion of green hydrogen production and transmission infrastructures.

Projects under consideration are focused on the methanisation of hydrogen for its injection into the network, use in mobility and application in auxiliary

machinery.

New logistics services

.

Design and development of new services in infrastructures, turning them into logistical centres for LNG supply.

Development of other new services: bunkering (refuelling LNG, between tanks or from a satellite plant to a tank), small scale (refuelling small LNG tanks), bulk
breaking (refuelling LNG into medium-sized tanks and trucks), parking gas (long-term storage of gas in tanks).

Extension of the tank refuelling service.

[GRI 102-29, GRI 102-31, GRI 201-2]
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Emissions reduction targets [GRI 305-5]

In 2020, and after having reduced more than 63% of its greenhouse gas emissions since
2014, Enagas has brought forward its carbon neutrality target to 2040 and increased the
ambitiousness of its science-based targets (see the ‘Decarbonisation and carbon neutrality’
chapter), thus reinforcing the commitments that the company has adopted through its
adherence to various international climate action initiatives:

- Science-Based Targets: we are committed to setting out targets based on science*®.

= We Mean Business: we are committed to driving policies towards a low-carbon economy,
setting a carbon price and reporting climate change information in corporate publications.

= Global Methane Alliance: we are committed to reducing methane emissions from our
activity by 45% by 2025 and 60% by 2030 with respect to 2015 figures.

= Methane Guiding Principles: we have signed up to commitments on methane emissions
reduction and transparency.

To achieve carbon neutrality by 2040, we have set out an ambitious emissions reduction
roadmap, setting the following targets for 2018.

* -59 in 2019-2021
target included in the Long-Term Incentive Plan, i.e. linked to the variable
remuneration of all employees

* -15% in 2025

target linked to sustainable credit conditions

®* -41% in 2030

target aligned with the 1.5°C scenarios

* -65% in 2040
target aligned with the 1.5°C scenarios

These are targets set out using science-based target criteria. We will achieve these through
the prioritisation of specific emissions reduction measures set out in our Emissions Reduction
and Energy Efficiency Plan. These measures include:

* The electrification of turbo-compressors: a plan to replace gas turbo-compressors with
electric engines from 2022.

= The detection and remediation of fugitive emission points using various field and airborne
technologies.

= Improvement in the operation of the gas system.

18 At the date of preparation of this report, SBTi had not yet set out a methodology for the Oil & Gas sector
that covers Enagas’ activities (midstream), although Enagéas incorporates SBTi’'s main recommendations into
its target-setting methodology.
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In addition, we are keeping our emissions reduction targets linked to variable remuneration
(see the ‘Targets linked to variable remuneration’ chapter):

- Annual target management programme: since 2011 Enagéas has been setting
annual targets for energy consumption reduction and for self-generation of
electrical energy from efficient, clean and renewable sources. In 2020, a global
greenhouse gas reduction target and a specific methane reduction target were
established, and both were 100% met.

- Long-Term Incentive Plan: Enagas has included emissions reduction targets in its
Long-term Incentive Plan since 2016.

Enagas has defined an ambitious emissions
reduction path aligned with science-based
target and links its objectives to the variable
remuneration of its employees

Our climate change performance
Enagés’ carbon footprint is 1ISO 14064:2019 certified, and is registered in the carbon

footprint record of the Spanish Ministry for Ecological Transition and the Demographic
Challenge with the ‘Calculate, reduce and offset’ seal.

e
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Scope 1 and 2 CO2 emissions (tCOze) and changes in national demand (GWh) [GRI

305-1, GRI 305-2]

08974

349276 260030
304,758 310,162 'Il'lll;?:?g?:ls-'-::g::’:;:ndz
275,889 = -
209,968 208,314 EmScopes 1 and 2
M Scope 1
W Scope 2 (1)

34,273

1,654 National demand
2018 2019 2020

(1) Scope 2 calculated according to market-based methodology. Scope 2 data calculated according to
location-based methodology are: 72,078 tCOze in 2018, 81,883 tCO2ze in 2019 and 60,429 tCOze in 2020.
(2) Target for scope 1 set at 246,314 tCOze and for scope 2 at 30,599 tCOze.

Enagés has reduced its scope 1 and 2 emissions by 32% compared to 2019, a percentage

significantly higher than the decrease in demand for natural gas, which in 2020 fell by almost

10%. This reduction was made possible by the implementation of energy efficiency and

emissions reduction measures that have enabled us to meet the targets set for 2020 included

in the programme of annual objectives linked to variable remuneration.

Enagés’ efforts to reduce emissions have been reflected in a significant improvement in the

main intensity ratios, achieving a 25% reduction in 2020 compared to 2019 in the ratio of
emissions intensity over national demand.

Emission intensity (scopes 1 and 2) [GRI 305-4]

2018 2019 pie)de]

National demand (tCO2e/TWh) 873 779 583
Net profit (tCO2e/M<€) 689 734 473
By employee (tCOze/employee) 231 237 158
Gas departures @ (tCO2e/GWh total gas departures) 0.79 0.76 0.56

(1) Total gas departures include the following items: 1) National market demand (conventional national and

electricity sector); 2) International market demand (international departures and ship loading).

In 2020 we reduced the emissions intensity
ratio over domestic demand (tCO2e/TWh) by
25% compared to 2019

With regard to scope 1 emissions, the reduction in emissions from some of our main direct

emission sources, such as gas consumption in turbo-compressors (-29%), gas consumption

N
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in process boilers (-8%) and fugitive emissions (-58%), have enabled us to achieve a 24%
reduction.

Enagés has also reduced emissions from electricity consumption by 95% (scope 2) at its
facilities. This reduction has been possible thanks to the following measures:

From the second half of the year, an increase in the percentage of supplied electricity
with guarantees of renewable origin in all facilities to 100%o.

Increased self-generation of electricity produced through efficient, clean and renewable
sources (with an emissions factor of zero) by 7% over 2019.

3% reduction in electricity consumption thanks to greater efficiency in consumption.

Evolution of emissions (scopes 1 and 2) broken down by infrastructure 2019-2020

Offices, transport 2,477
depots and vehicle | 3,399
fleet " 2015

-27.1% u 2020

37,839 -35.3%
58,465
Underground storage faciliies
25,643 _35.40%
Regulation and measuring metering 33,949
staticns
12,403 -55.2%
27,715
Gas Ppipdine

4,813 -84, 3%,
30,671
126,793 _18.7%
155,963

Compressor stations

Regasification plants

In terms of reductions obtained at the infrastructure level, the reductions in regasification
plants (-84%), gas pipelines (-55%) and underground storage facilities (-35%) stand out. In
the latter, the reduction is particularly significant when we take into account the large
increase in activity at these facilities during the year (+126% gross extraction).
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Infrastructure activity data [GRI 302-2]

N
enagas

Total 2019 Total 2020 2020 vs. 2019 (%0)
GWh

Regasification plants Regasified gas, tank and ship loading at regasification plants 138,882 132,579 -5%
Compressor stations Compressed gas at Compressor stations GWh 177,520 133,561 -25%
Total net injection underground storage facilities GWh 12,714 8,935 -30%
Underground storage facilities
Total gross extraction from underground storage facilities GWh 4,989 11,264 +126%

Scope 1 and 2 emissions by gas type [GRI 305-6]

0,1%

26.1%
mCO2

WmCH4
BHFCS

73.8%

Scope 1 and 2 emissions by source [GRI 305-1, GRI 305-2]

5.10p %1%

9.5% B Turbo-compressors

W Process boilers

10.7% @Venting in normal operations
Fugitive emissions
59.8%
? @ Compressor seal vents

10.8% mOther

74% of Enagés’ carbon footprint (scopes 1 and 2) corresponds to CO2 emissions, generated
mainly during the combustion of natural gas in stationary sources, i.e. turbo-compressors,

boilers, flares, etc. Globally, emissions of this gas (CO2) have been reduced by 36% in 2020
compared to 2019.

Methane emissions, which account for 26% of the footprint (scopes 1 and 2), are mainly due
to natural gas venting and fugitive emissions. Venting may occur as a result of operation and
maintenance, operating safety, pneumatic valves and analysis equipment such as
chromatographs. Fugitive emissions correspond to uncontrolled gas leaks in the equipment
(flanges, connectors, etc.). Globally, emissions of this gas (CH4) have been reduced by 21%
in 2020 compared to 2019.

60% of total footprint emissions (scopes 1 and 2) are generated by the self-consumption of
natural gas in turbo-compressors in compressor stations and underground storage facilities.
In this regard, Enagas has an ambitious Turbo-compressor Replacement Plan to progressively
replace natural gas compressors with electric compressors, thereby significantly reducing
emissions and helping to achieve the targets set out in the reduction pathway.

EU Emissions Trading System

59% of emissions included in the Carbon Footprint (scopes 1 and 2) are included in the EU
Emissions Trading System (EU ETS).

In 2020, 50,233 emission rights were received through free allocation and 97,750 emission
rights were purchased to cover the emission right requirements for the period. [GRI 201-2]

Energy Efficiency and Emissions Reduction Plan

At Enagas, energy efficiency plays a key role in emissions reduction and considerable efforts
have been made in this regard. In recent years we have more than halved our CO2 emissions
thanks to the implementation of energy efficiency measures, in which we have invested
around 70 million euros since 2008. [GRI 201-2]

During 2015-2020, the Energy Efficiency and Emission Reduction Plan has enabled 635,041
tCO2e to be prevented.

These emissions include the accumulated emissions prevented as a result of the measures of
the Energy Efficiency and Emissions Reduction Plan implemented from 2015 to 2020.

We are working to ensure the continuous improvement of the energy efficiency of our
infrastructures. For this reason, we have an energy management system certified according
to the 1ISO50001 standard.
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Consolidated Management Report 2020 enaqgas

Energy efficiency measures and emissions reduction measures implemented
GRI 302-4, GRI 302-5, GRI 305-5

Emission
reductions
achieved in 2020
(tCOze)

Energy savings
Energy Efficiency and Emissions Reduction measures @ Savings type achieved in 2020

(GWh)

Installation of a liquefied natural gas/boil-off gas heat exchanger at the Cartagena regasification plant to cool the boil-

i i i -
off gas before it enters the reliquefier, increasing its efficiency Electric consumption savings 0.02
Thermal insulation improvements in boil-off areas at the Huelva regasification plant 0.06 -@
Reduction of the amount of natural gas vented by gas analysers (e.g. chromatographs, etc.) 0.79 1,228.89

Natural gas savings

Detection and repair of fugitive emission points in regasification plants, underground storages and the transmission

network 5.25 8,140.85

Electricity contract with 100% guarantee of renewable origin N/A - . 23,562.05
(no energy saving)

TOTAL 6.12 32,931.79

(1) The table includes those emissions reduction or efficiency measures verified in 2020 and completed in the last quarter of 2019 or before the last quarter of 2020, considering that sufficient time has elapsed for savings to be
measured.
(2) As we have a 100% Guarantee of Renewable Origin contract in 2020, the reduction is not considered to be in emissions, but only in energy savings.

2020

From the beginning of 2020, Enagéas’ largest consumption facilities will have an
electricity supply with a 100% Guarantee of Renewable Origin. From the second half of
the year, the scope will be extended to include all Enagas facilities. This means that
100% of electricity consumption from the grid has an emission factor of O as it comes
from 100% renewable sources.
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Thanks to the 2020 Energy Efficiency and
Emissions Reduction Plan, emissions
equivalent to more than 10,000'° cars have
been avoided in one year

In 2020, the percentage of electricity with guarantee of origin from renewable sources out of

total grid electricity consumption was 100% in facilities with the highest consumption since
the beginning of the year (compared to 40% in 2019). For all other facilities, in the second
half of the year, 100% of the electricity consumed by Enagas had guarantees of origin from

renewable sources; thus, by the end of the year, all the electricity consumed by Enagas had

an emission factor of 0.

In 2020, self-generation of electricity from renewable, clean or efficient sources has
increased by 7% compared to 2019, representing 19% (39.9 GWh) of total electricity

consumption. Part of the energy generated is delivered to the national grid and another part

is consumed at Enagéas’ own facilities [GRI-OG3]. The energy sent back to the grid (27.7
GWh) helps reduce 8,599 tCO: for third parties, contributes to reducing the national
electricity mix factor and reinforces the principles of the circular economy, whereby Enagas’
surplus electricity is used by third parties, thereby reducing their carbon footprint (see the
‘Natural capital’ section, under the ‘Circular economy’ heading).

19 The calculation considers the emission factor 0.1667 kg COz2/km of a ‘generic’ car according to the most
recent report published by the Ministry for Ecological Transition, based on travel of 15,000 km/year.
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Energy consumption (GWh/year) [GRI 302-1]

1,120.2
1,055.7

833.5

181.2 214.3 207.3

10.8 9.7

2018 2019 2020

10.8 .8 1.0 o5

mNatural gas (1) mDiesel mPetrol mElectricity

(1) Natural gas consumption does not include fugitive emissions, analyser venting, pneumatic valves,
compressor venting or maintenance

Continuous improvement in the efficiency of our facilities, as well as specific energy efficiency
measures, have allowed us to reduce the consumption of natural gas (our main energy
source) by 26% despite the fact that national demand has decreased by almost 10%. As for
electricity and diesel consumption, they have remained similar to 2019 values (-3% and
+2% respectively).

On a related note, petrol consumption has decreased by 35% mainly thanks to the promotion
of alternative fuels in the vehicle fleet, which has been certified as environmentally friendly.
Enagés has a fleet renewal plan that aims to progressively incorporate CNG vehicles. By
December 2020, Enagés had increased its proportion of fleet CNG vehicles by 13% and had
almost three times the number of hybrid vehicles (plug-in and non-plug-in) compared to
2019.
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Energy intensity [GRI 302-3]

2018 2019 2020

Domestic demand (GWh energy consumed/TWh) 3.57 3.38 2.92
Net profit (GWh energy consumed/M<€) 2.82 3.19 2.37
By employee (GWh energy consumed Zemployee) 945.68 1,030.67 791.16
Gas departures (GWh energy consumed /GWh

3.24 3.28 2.82

total gas departures)

Reduction of methane emissions [GRI 305-5]

In 2020, Enagas joined the OGMP2.0 (Oil and Gas Methane Partnership) framework for
reporting methane emissions in line with the European Methane Strategy.

OGMP 2.0 is intended to serve as a framework for the European Commission for a legislative
proposal regarding the measurement, reporting and verification of methane emissions from
the energy sector. Enagas has actively participated in the proposal of the OGMP2.0 document
and reporting template on behalf of the gas industry, and has drawn up an action plan to
comply with the Gold Standard within the deadlines established both for the assets over
which Enagéas has operational control and for our affiliate companies.

1172020
¢AGMP

Enagés adheres to the OGMP2.0 (Oil and Gas Methane Partnership) reporting
framework, a Climate and Clean Air Coalition initiative, led by the United Nations
Environment Programme (UNEP), the European Commission and the Environmental
Defence Fund. It aims to create a standard for measuring and reporting methane
emissions, the so-called ‘Gold Standard’.

The main initiatives in terms of methane emissions reduction that have enabled Enagas to
achieve a 21% reduction in methane emissions compared to 2019 are detailed below:

= Detection, quantification and repair of emission points covering all our facilities. Until
2020, Enagas carried out measurements each year covering a percentage of the facilities
and estimating the remaining unmeasured facilities.

= Performing a comparative study of different technologies and equipment for measuring
fugitive emissions, identifying those that best respond to the reality of our facilities while
increasing the accuracy of the measurements.

= Development of a digital application for recording and processing measurement and
repair data in infrastructures, which has made it possible to increase the frequency of

'
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fugitive emissions monitoring (monthly), automate calculations in accordance with the
UNE-EN ISO 15446 standard and build a dashboard.

« Integration from 2019 of the use of leak detection, quantification and repair equipment in
Maintenance Plan, so that whenever an action is carried out on the equipment, the
reduction and/or elimination of possible leaks is guaranteed.

= Development of a digital application to record venting in the transmission network. From
2021 onwards, this application will allow for the more detailed monitoring of transmission
venting and obtain the information broken down in accordance with the OGMP2.0
reporting framework.

In addition, during 2020, Enagéas participated in various European projects to reduce
uncertainty in the quantification of emissions and the analysis of emissions in the LNG
maritime transport chain.

2020

Enagas, as a member of the European Gas Research Group (GERG) Committee, has
actively participated in a GERG Project focused on the assessment of different fugitive
emissions measurement equipment (bottom-up technologies). To this end, tests were
carried out at Enagas’ facilities on a test bench (valve, flange, threaded connection, free
outlet) with different flow rates and various measurements in the field to evaluate the
behaviour of five equipment under real conditions.

Over the last year, Enagas has collaborated with European, international and industry
authorities/associations to publish reports and studies, including the following:

= Preparation of the Methane Policy Recommendations sent to the European Commission
and other authorities (ACER, FSR, UNEP, IEA, etc.).

= Joint publication with GIE and MARCOGAZ of the report ‘Guidelines for methane target
setting’.

= Collaboration and preparation of documents on best practices for reducing methane
emissions in the midstream and on detection and measurement technologies, including
Enagas case studies available on the ‘Methane Guiding Principles’ website:

o ‘Reducing Methane Emissions: Best Practice Guide Transmission, Storage, LNG
Terminals and Distribution’ (case study 5 and case study 7).

o ‘Reducing Methane Emissions: Best Practice Guide Identification, Detection
Measurement and Quantification’ (case Study 5 and case study 7).

= Report on other Enagéas best practice case studies such as:

o Publication in UNECE: ‘Enagas’ CH4 emissions reporting, mitigation and
commitment’.

o Publication in the Global Methane Initiative: ‘Enagas: Commitment to ‘Global
Methane Alliance Targets’.

In 2021, Enagéas will continue to work to lead in the management of methane emissions,
mainly along the following lines:
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* Measurement?°: during 2021, we plan to carry out different measurements using top-down

methodologies (e.g. vehicles, drones, satellites) that will allow us to contrast the
measurements we have been making using bottom-up technologies (cameras,
quantifiers, etc.) and improve the level of uncertainty of the data.

 Calculation: Enagas will continue to collaborate with the European working group CEN
TC234 WG14, which is developing a technical report for the quantification of methane
emissions: ‘Gas infrastructure - Assessment of methane emissions for gas transmission
and distribution systems’.

* Reporting: within the framework of the OGMP2.0 initiative, three working groups have
been created. Enagas will lead the group focusing on the reporting template to meet the
requirements of the Gold Standard level.

[GRI 305-5]

Emissions offsetting

Enagéas’ decarbonisation strategy is based on prioritising measures to reduce emissions and
subsequently offsetting emissions that cannot be reduced for technical reasons.

Enagés has therefore offset emissions from the regasification plants, the Euskadour
compressor station, the corporate fleet and its head office.

< Neutrality for regasification plants: these are key infrastructures for the security and
diversification of supply, and their emissions have been reduced by more than 90% in
recent years. Furthermore, they make up one of the priorities at a strategic level, as the
company aims to position itself as a worldwide specialist in LNG.

Neutrality for the Euskadour compressor station: it is the first compressor station that
works with an electric motor. In addition, and as in the rest of the company’s facilities, its
electricity consumption comes from renewable sources.

Neutrality of the corporate fleet: one of the strategic priorities of Enagéas is the promotion
of new uses of natural gas in transport. The corporate fleet is certified as environmentally
friendly.

.

Neutrality of the corporate head office: the corporate head office is the company’s most
representative building and has received the LEED Gold certification.

Therefore 6,604 tCO2e have been offset through carbon credits generated by a project to
collect and use gas from landfills in Chile for power generation and by another reforestation
project in Peru.

20 1n 2020 the reported methane data corresponding to fugitive emissions as well as operational
venting/maintenance/rod packaging of compressors at regasification plants corresponds with the detection

and quantification of emissions using bottom-up methodologies. Specifically, the technology used consists of

a combination of the use of ultrasonic cameras, laser and semiconductor sensors. The quantification is
carried out using the correlation factors established in the UNE-EN I1SO 15446 standard. Enagéas, aware of
the uncertainty associated with this data, is pursuing projects with top-down technologies to reconcile the
data and, if necessary, adjust the emissions values.

Scope 3 emissions [GRI 305-3]

Scope 3 emissions (tCOze)

218,741

119,356

2018 2019

Scope 3 emissions classification

205, 2%

10%

215,890

2020

BInvestment

W Purchased goods and
other service uses

W Upstream transmission
and distribution

B Other categories

N
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Scope 3 [GRI 305-3]

1SO 14064: 2019 - Indirect emissions
G tocol - Scope 3 tCOze %
Subcategory

Upstream transportation and distribution of goods 4 Upstream transportation and distribution 3,694 O 1.7%
Eg(\)l\(ljnSStream transportation and distribution of 9 Downstream transportation and distribution NA @
Category 3: Emissions caused by transport Employee commuting 7 Employee commuting 475 0.2%
Customer and visitor travel 6 Business travel 103 0.0%
Business travel 6 Business travel 1,035 0.5%
Purchased goods 1.1 Purchased goods and services- Purchased goods 6,254 2.9%

Purchased goods by the - - -
Capital or production goods, for example equipment,

organisation i % ! ot ! 0
Capital goods 2 machinery, vehicles, buildings, factories, etc. 2,786 1.3%
Category 4: Emissions Solid and liquid waste disposal 5 Waste generated in operations 661 0.3%
caused by products used
h isati .
by the organisation Services used by the Use.of asstelts thz—;t tfjlreﬂa;enerate.d ttr]rough 8 Upstream leased assets NA @
organisation equipment leased by the organisation.
Other service uses 1.2 Purchased goods and services - other services 15,182 7.0%
Product use phase 11 Use of sold products NA @
®)
Category 5: Indirect GHG emissions associated with Downstream leased assets 13 Downstream leased assets NA
the use of the organisation’s products End-of-life phase of the product 12 End-of-life treatment of sold products NA ©
Investment 15 Investment 185,700 @  86.0%
3 Fuel and energy related activities not included in NA ®
scope 1 and scope 1
Category 6: Indirect GHG emissions from other sources 10 Processing of sold products NA ©
14 Franchises NA 10
TOTAL 215,891

(1) - This category excludes emissions from the transportation of LNG to Enagas’ facilities. However, by 2021, Enagés plans to further evaluate these emissions in order to assess their materiality.

(2) - This category is not applicable to Enagéas as our activity is limited to the transportation of natural gas, classified within the midstream segment. Enagas does not own the gas at any stage of the value chain and therefore does
not transport or distribute downstream in the life cycle of natural gas. This downstream transportation and distribution activity corresponds to companies belonging to the downstream segment.

(3) This category is not applicable to Enagas as we do not operate any upstream leased assets.

(4) (6) (9) These categories are not applicable to Enagéas as our activity is limited to the transportation of natural gas, classified within the midstream segment. Enagas is not the owner of the gas at any stage of the value chain
and therefore does not sell gas or any other product and it is not responsible for emissions related to the use of the products, the final end life of the product or its processing. This product sales activity corresponds to companies
belonging to the distribution segment (downstream).

(5) - This category is not applicable to Enagas as we do not operate any downstream leased assets.

(7) - Includes emissions from Enagas’ affiliates, specifically Bahia de Bizkaia Gas; Compania Operadora de Gas en Pert (COGA) and Transportadora Gas de Perin (TgP); Soto la Marina Compressor Station; Morelos Gas Pipeline;
Planta de Regasificacion de Sagunto (Saggas); GNL Quintero Regasification Plant; Desfa and Altamira LNG Terminal. Emissions from Trans Adriatic Pipeline are not included as the operational phase started in the last quarter of
2020; Tallgrass Energy is not included due to lack of data.

(8) - Emissions from energy production are included in scopes 1 and 2. It should be noted that Enagas has an electricity contract with 100% GO from the second half of 2020. Enagas also plans to further evaluate emissions from
the production of fuels included in scope 1 by 2021.

(9) - This category is not applicable to Enagas as our activity is limited to the transportation of natural gas, classified within the midstream sector. Therefore, Enagas does not own the gas at any stage of the process and therefore
does not in any case sell the gas or any product, nor does it process products for sale. This activity corresponds to companies belonging to the distribution sector (downstream).

(10) - This category is not applicable to Enagas because the company does not have franchises.
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In 2020, Enagas adapted its Carbon Footprint to the new version of 1SO 14064:2019. In this
regard, although Enagés has been reporting and verifying its scope 3 emissions by an
independent external party (reasonable assurance) since 2013, in 2020 a scope 3
materiality analysis was carried out on all our indirect emissions. Criteria for assessing
materiality have included: 1) emission volume of each category relative to the total in the
historical series 2016-2019; 2) level of influence; 3) access to information; 4) data
accuracy; and 5) relevance.

As a result of the materiality analysis, the categories corresponding to 1) upstream
transportation and distribution of goods; 2) purchased goods; 3) capital goods; and 4)
investments have been classified as material. It should be noted that, although only four
categories were identified as material for Enagéas, the company is aware of the importance of
emissions linked to the value chain and therefore we report all categories in a bid for
transparency.

Globally, our scope 3 emissions are down slightly (-1.3%) compared to 2019. Regarding the
analysis of material categories, emissions from upstream transportation and distribution of
goods, purchased goods and capital goods have increased mainly due to the methodology
update made per the new version of 1ISO 14064:2019, in which emissions estimates have
been made for those suppliers who have not reported their emissions. However, this increase
was offset by the decrease in emissions in the investments category (-7% vs. 2019),
demonstrating the commitment of our affiliates to the fight against climate change. As for
other non-material categories, the impact of COVID-19 has led to a decrease in emissions in
some categories, mainly employee commuting (-64%) and business travel (-44%), where
Enagas’ firm commitment to teleworking has not only protected its employees against the
risk of contagion, but has also contributed to reducing its emissions.

96% of our scope 3 emissions are concentrated in the categories of investments (86%),
purchased goods and other service uses (10%). The investment category includes the scope
1 and 2 emissions of our affiliates, in which Enagéas does not have financial control but which
nevertheless have significant emissions considering the percentage of ownership. The
category of purchased of goods and other service uses (category of purchased goods and
services of the GHG Protocol) includes emissions from the extraction, manufacture and
transport of goods and services acquired through our suppliers as well as office paper
consumption.

Enagas promotes the reduction of its scope 3 emissions by extending its emissions reduction
commitments to its value chain through, for example, the following actions:

= Investments in affiliates: emissions reduction and energy efficiency measures are among

the critical management standards that Enagas extends to its affiliates (see the ‘Affiliates’

chapter). In addition, during 2020, a due diligence analysis was conducted on climate
action for all our affiliates in order to prepare a diagnosis and set out recommendations
in three areas considered pillars in the fight against climate change: emissions reduction
targets, calculation and reporting of methane emissions and evaluation of best practices
for the reduction of methane emissions through the analysis of international legislation in
this area.

= Purchased goods and other service uses: Enagéas has several platforms for the approval
and evaluation of its suppliers’ performance. In this way, Enagas evaluates its main
suppliers in terms of climate action and identifies working areas aimed at reducing its
carbon footprint (see the_‘Supply chain’ chapter). [GRI 305-3]

enaqgas

2020

In 2020, Enagas was included by CDP in the ‘Supplier Engagement Leaderboard’,
obtaining an A in CDP’s ‘2020 Supplier Engagement Rating’. This list recognises which are
the best companies in the management and commitment to their suppliers in terms of
climate change.

W

CDP

SUPPLIER
ENGAGEMENT
LEADER

2020
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4.8 Local Communities
[GRI 103-1, GRI 103-2, GRI 103-3]

Relations with local communities are of importance to the company since our activities
impact the areas in which we operate. They encourage competitiveness in the industry,
enhance energy supply security and create direct and indirect employment. We carry out our
activity guaranteeing the safety of infrastructure, minimising impacts on ecosystems and the
population.

The most relevant aspects of managing relations with local communities are the identification
of local stakeholders, the information and consultation processes we carry out in
infrastructure development activities and action plans (social investment).

Sustainable Management Plan
Main lines in 2020

« Contribute, inasmuch as the company is able, to addressing the public health emergency and
mitigating the economic and social impact of COVID-19 through monetary and in-kind
donations, such as the donation of 2 million euros to the State the account opened at the Bank
of Spain, or contributions to the local communities where Enagas operates.

« Promotion of virtual volunteering initiatives in the face of the COVID-19 health crisis.

£\
enagas

2021 lines
» Migration of the volunteering portal to a new version that includes new lines of action such as
direct donations and pro bono work, among others.

« Volunteering activities focused on improving the employability of vulnerable groups (e.g. victims
of violence against women, people with disabilities, etc.).

3.9 0.87%

social action investment with respect to net
profit

million euros of investment in social action

14 287

professionals took part in corporate
volunteering initiatives

corporate volunteering initiatives
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Local community management

Identification of local stakeholders

In local communities where Enagas develops and operates infrastructure, the company’s
priority is to contribute to their social and economic development and to minimise
environmental impact while guaranteeing safety.

For this purpose, the first stages of building, operation and maintenance projects involve
analysis of the area in terms of social, economic and environmental aspects, from which local
stakeholders are identified.

This enables stakeholder maps to be created for the management of crises and emergencies
affecting infrastructure, in which key collectives, communication channels and relevant issues
are identified (see the ‘Health and safety’ chapter).

Furthermore, the needs analysis of the area enabled the identification of key collectives and
associations (NGOs, local councils, etc.) which are an important source of information for
understanding the local context and for the establishment of partnerships (see ‘Social
investment’ in this chapter).

Information and consultation processes

Enagéas conducts environmental impact studies for construction projects and assessment of
environmental aspects for infrastructure operation and maintenance projects. Environmental
impact studies are open to public information and are also subject to processes of
consultation in which stakeholders may voice their opinion and even propose modifications to
a project. EMAS-certified facilities publish an annual report (Barcelona and Cartagena
regasification plants and Yela and Serrablo underground storage facilities).

In the case of gas pipeline construction projects, the route design already takes into account
criteria for minimising the impact on local plant and animal wildlife, and for avoiding the
occupation of private property. Where the latter is concerned, a regulated procedure is
applicable in Spain which includes public information and consultation with the entities
affected, which guarantees transparency in the construction of infrastructure and equal
treatment before the law. [GRI 413-2, GRI OG10]

In matters related to infrastructure safety, Enagas develops internal emergency plans, which
include information on stored chemical substances, human and material resources, scenarios,
emergency plans, liability, etc. These plans are registered with the local government
authorities, which are responsible for communicating them to the community and creating an
associated action plan.

Enagéas also holds information sessions in local areas for the purpose of explaining details of
projects that are being executed locally, and safety and environment-related issues, among
others.

Communication channels with local communities

enaqgas
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Social investment [GRI 413-1] In 2020, Enagas prioritised solidarity initiatives in the form of donations and volunteering to
help alleviate the negative societal effects of the health crisis, especially for the most
The objective of Enagas’ social investment is to contribute to the social and economic vulnerable.

development of local communities, giving priority to those regions in which it operates,
through sustainable social action models.

3.9 million euros of social investment during

Through dialogue and collaboration with stakeholders, we maximised the positive social . . . . . - .
impact of our initiatives whether through volunteering, sponsorships, patronage or donations. 2020, ma|n|y n SpeC|f|C SO“da”ty Initiatives
/,_ o — to help alleviate the negative societal effects
of the health crisis

Needs . .
analysis in Partnerships Analysis and i ial i .
operating . with selection of | Strategic social investment priorities
regions associations initiatives Priority 1: Investment in communities

Enagéas promotes the development of long-term collaboration initiatives, which contribute to
the social and economic development of local communities, giving priority to those areas in
which the company operates. For this purpose, it contributes economically and with time to

Stakeholder Collaboration Social social welfare, economic development, education and youth, health, art and culture, and the

engagement initiatives impact environment.

In 2020, this social investment amounted to a total of 3.9 million euros, mainly in specific
solidarity initiatives to help alleviate the negative effects of the health crisis on society. DECENT WORK AND
ECONOMIC GROWTH

Sustained, inclusive The initiatives implemented in this field cover
and sustainable the following aspects targeted by Sustainable
economic growth, full Development Goal 8.

and productive

employment and + Employment

decent work * Economic inclusion

Types of contributions

3.6% 2.7% 0.3%

mSponsorships, patronage

A * Non-discrimination
and donations

« Development of abilities

mManagement expenses

®Donations in kind 1272020
Enagéas promotes the employability of vulnerable groups through training. Together with
the Tomillo Foundation, training courses on digitalisation were given to young people and
other socially disadvantaged people, with the aim of developing new digital skills
demanded by the labour market. In addition, in collaboration with the Fundacién
Randstad and the Fundacion José Maria de Llanos, five training workshops were held to
promote the employability and social integration of women in vulnerable situations who
have been victims of gender violence.

BEmployees’ time dedicated to
volunteer activities during working
hours

93.4%
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Priority 2: Commercial contributions to the community

N
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Priority 3: Donations to charity

Within the scope of its social actions, Enagas includes initiatives aimed at supporting
research and the development of the gas sector, since natural gas is of great importance for
improving competitiveness of industry, and therefore aids the creation of direct and indirect
employment. For this purpose, economic contributions are made in the fields of economic
development, education and youth, art and culture, and the environment.

Ensure access to The initiatives implemented in this field cover
affordable, reliable, the following aspects targeted by Sustainable
sustainable and Development Goals 7 and 9.

modern energy for all .
» Energy efficiency

* Investments in infrastructure

* Environmental investments

Build resilient
infrastructure,
promote sustainable
industrialisation and
foster innovation

Enagas’ strategic social investment priorities
are aligned with the Sustainable
Development Goals

Enagés engages in a number of specific collaborations as a reaction to emergencies taking
place both in Spain and internationally. For this purpose, it makes contributions in cash and
kind in the fields of social welfare, economic development, education and youth, health and
the environment.

Revitalise the global In the international context, the initiatives
partnership for are implemented in collaboration with local
sustainable partners. In Spain, these initiatives are
development carried out in collaboration with entities and
associations, for the purpose of fulfilling
Sustainable Development Goal 17. In this
way, and through partnerships with different
stakeholders, Enagéas contributes to achieving
the other SDG in the following areas:

‘I PARTNERSHIPS

FOR THE GOALS

[GRI 102-12]

* Poverty

Hunger

Health
Education
Gender equality
Energy

Infrastructure

Reducing inequality

Climate change

Terrestrial ecosystems

[GRI 413-1]
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Sponsorships, patronage and donations [GRI 413-1]
Enagéas collaborates economically with social welfare projects through:

« Sponsorships: institutional and/or sporting activities.
« Patronage: social and cultural activities and initiatives.
« Donations, which may be corporate or voluntary from employees.

The procedure for managing sponsorships, patronage and donations establishes the criteria
for the reception, approval and follow-up of collaboration requests (financial contributions).

In 2020, monetary contributions amounting to 3.6 million euros have been made, of which
2.1 million euros are extraordinary contributions directed towards addressing the health
crisis. Helping to mitigate the economic and social impact of COVID-19 has been one of
Enagés’ priorities in 2020.

The contributions have been distributed as follows:

Areas of contribution

6.1% g.19%

B Social well-being
23.1%

B Economic
development

= Education and
youth

B Health

6.2%
Art and culture

£\
enagas

One of the company’s most significant contributions to society was its collaboration with
Public Administrations; specifically, its donation of two million euros to the State through the
account opened at the Bank of Spain, made specifically as a direct contribution to address
the public health emergency caused by COVID-19. Enagas is also collaborating with the
Spanish Red Cross and has joined the ‘Cruz Roja Responde’ (Red Cross Responds) initiative
to deliver essential health products to families in vulnerable situations and thus reduce the
social impact of COVID-19 in Spain. Enagas has also carried out specific actions in the
regions and municipalities in which it operates, with initiatives that provide a stable source of
nutrition to families in situations of social exclusion, supply mobile communications hubs to
homes for the elderly to facilitate communication with families, donate computer equipment
to help reduce technological inequities between schoolchildren, and donate personal
protective equipment for use by emergency services.

In 2020, donations in-kind had a total value of 105 thousands of euros. Particularly notable
donations included the General Shareholders’ Meeting providing nonperishable foodstuffs to
the Madrid Food Bank Foundation and donations of computer equipment, communications
terminals and protective health equipment (PPE, masks, hand gel, etc.).

In addition, the company has collaborated with Coronavirus Makers, a mutual aid network
dedicated to the charitable production of medical equipment, made up of more than 15,000
volunteers. The company has donated PVC screens to make face shields for health workers
and essential personnel.

In 2020, the company launched the urgent ‘Positive Energy+’ call for start-ups. It has
promoted this pioneering Spanish initiative alongside other companies (Red Eléctrica, CLH,
Iberdrola, InnoEnergy, Acciona, BP, Capital Energy and Disa) to contribute to mitigating the
economic and social impact of COVID-19 through innovation. The initiative received almost
400 projects in just 13 days, most of them in the ‘decarbonisation and sustainability’
category. Finally, 12 start-ups were selected to receive funding and other support such as
pilot projects, technological co-development or venture customer status.

Lastly, Enagas affiliates have launched initiatives in the countries in which they operate to
assist and collaborate with public administrations and health authorities. Most of these focus
on the purchase and distribution of medical supplies and healthcare equipment.
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Corporate volunteering programme [GRI 413-1]

Enagéas employees participate in the company’s Corporate Volunteering programme ‘En
nuestras manos’ (‘In Our Hands’), giving up their time and bringing their skills and talent.
There are two forms of cooperation:

Face-to-face corporate volunteering, for which activities are carried out in
collaboration with an association and overseen by the company. This type of initiative
takes place during business hours. In line with corporate guidelines on diversity and equal
opportunity, the company guarantees that participation in volunteering activities will not
lead to work-related discrimination.

Virtual volunteering, for which the company connects with volunteering opportunities
through different associations by means of the corporate volunteering portal. A platform
that strengthens and extends the existing programme. It encompasses special days
organised by the company as well as over 1,200 national and international collaboration
opportunities, both face-to-face and virtual, put forward by NGOs.

0372020

The company has also joined volunteer campaigns such as ‘Letters against loneliness’, an
initiative to combat the isolation caused by coronavirus on elderly people in care homes,
through letters written by Enagéas professionals.

In 2020, given the context of the health crisis caused by COVID-19, Enagas opted for virtual
volunteering activities and those carried out by employees on an individual basis. During the
year, 14 initiatives were carried out with the participation of 287 employees who volunteered
a total of 625 hours. In terms of programme management costs and employee time during
volunteer activities, this represents an investment of 149 thousands of euros by the
company.

enaqgas
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4.9 Supply chain

[GRI 103-1, GRI 103-2, GRI 103-3]

Sustainable Management Plan

Main lines in 2020

- Update of the Supplier Code of Ethics in line with the new Enagas Code of Ethics.
- Internal audit of the supplier approval and disqualification process.
- Updated external evaluation of financial, ethical, reputational, environmental and social matters.

- Simplification of the supplier invoice processing system to speed up times, automate tasks and
improve communication with suppliers.

£\
enagas

Supply chain management is an increasingly relevant issue in the company’s management,
and this is reflected in the 2020 materiality analysis. Appropriate supply chain management
allows us to identify and manage the risks (regulatory, operational, reputational, etc.)
associated with it, and to make good use of opportunities for collaboration and value creation
shared with our suppliers.

2021 lines
» Review of supplier management, approval and reliability processes in which ESG criteria
(environmental, social and governance) will be integrated.

« Update of the approval procedure and review of the criteria established in the critical supplier
definition.

« Continue to externally audit our suppliers in financial, ethical, environmental and social aspects.

1,483 1,042

d li
approved suppliers approved suppliers assessed regarding human

rights, ethics, social and environmental matters

149 161
approved suppliers audited externally in approved suppliers are assessed for climate
financial, ethical, environmental and social action

aspects in the last two years
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Our supply chain [GRI 102-9]

In order to work with Enagés, suppliers must undergo a strict approval process. The
company currently works with 1,483 approved suppliers, which are classified in families
according to the products or services they offer:

« Suppliers of works and services: IT & communication suppliers, engineering, etc. In 2020,
490 service providers carried out work at Enagas facilities. [GRI 102-8]

« Suppliers of supplies: electrical equipment suppliers, piping manufacturers, rotary
machine manufacturers, manufacturers of instrumentation and control devices, among
others.

Families of products or services are classified into levels according to their potential impact
on the company’s operations. In this manner, the suppliers of products and services whose
failure or malfunctioning would entail a high risk or cost to the company’s operations are
designated major or critical (levels 1 and 2) suppliers.

Enagéas has 909 approved critical suppliers. In 2020, we began working with 21 new
suppliers and stopped working with 10 suppliers because they discontinued their activity,
merged with third parties or for breach of contract. [GRI 102-10]

Volume of supplier management [GRI 203-2, GRI 204-1]

Number of orders

3,909 (97% of which were 6,812 (99% of which were

local) local)
144.3 (97% of which were 45.7 (64% of which were
Order value (M€) ( local) ( local)

Supply chain risk management

Enagés has identified areas in supply chain management where there may be risks for the
business and our stakeholders. These areas, which cover both economic, ethical,
environmental and social aspects, form the basis for the assessments we perform on our
suppliers in the different procurement processes. The areas analysed are: [GRI 308-2, GRI
414-2]

¢ Product and/or service quality.
< Financial situation, civil liability, economic dependence on Enagas.
« Health and safety.

« Ethics and compliance: criminal risks, ethical compliance, legal compliance, responsible
tax practice.

« Human rights: labour rights (diversity, work-life balance, gender equality), respect for the

principles of the United Nations Global Compact and the Universal Declaration of Human
Rights, human rights compliance in the supply chain.

£\
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« Environment: emission intensity, environmental impact (resource consumption, waste
generation, noise emissions, gas emissions, etc.), environmental safety (discharges, spills,
pollution, etc.).

Enagés has a supplier management model that takes into account the company’s goals in
order to guarantee supply chain sustainability. These goals are translated into approval
requirements depending on the level of risk in the economic, ethical, compliance, social and
environmental aspects of the family of products and services to which each supplier belongs.

The requirements established in the supplier approval process are:

« For all suppliers:

Have the capacity and resources to meet technical, quality, environmental and safety
requirements, and upholding thereof over an extended period of time.

o

°

Acceptance of the Enagas Code of Ethics.

°

Respect the principles of the United Nations Global Compact and the Universal
Declaration of Human Rights.

°

Compliance with the quotas set out in the Spanish Rights of Persons with Disabilities
Act?,

Implementation of a Gender Equality Plan?!.

°

« For suppliers of specific families of products or services:

> Quality, environmental and/or occupational risk prevention certification requirements for
suppliers (required from 88.7%, 23.1% and 31.5% of Enagés suppliers, respectively).

> Policies or measures to promote work-life balance of employees or Family-Responsible
Company certificate.

See the Ethical Principles and Behavioural Guidelines for Suppliers on the corporate
website.

21 Requisite set for companies with a workforce greater than that indicated by the applicable laws.
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During the execution of the contract, Enagas assesses its suppliers in the aforementioned = H H H
areas using different evaluation methodologies, taking into account criteria such as criticality Enagas evaluates Its SUpp“GI’S in
and turnover, among others. The results of these assessments allow monitoring of the environmental , social , ethical and human
degree by which suppliers meet the targets scores, audit results and legal compliance, . ; . .
established for each assessment area, and to identify suppliers that pose a high risk to rlghts matters using different meth odologles
sustainability. For the latter, action plans are set out to mitigate such risks. [GRI 308-2, GRI

414-2]

Number of suppliers
identified as high risk and for
whom action plans have been

Number of suppliers assessed in
2020 Definition of high risk

Methodology and areas of evaluation
[GRI 102-21, GRI 102-42, GRI 102-43, GRI 102-44]

[GRI 308-1, GRI 414-1] -
Reliability assessment® 162 Suppliers with a score less than 50/100 13
Human rights, ethical, social and environmental 1,042 Suppliers with a score less than 30/100 208
Internal assessment
assessment i
Climate action assessment® 161 Suppliers that do not measure or report 80

their emissions

Documentary and on-site safety audits of suppliers who

conduct work at company facilities® 118 Suppliers with unfavourable audits 18

Financial, reputational, ethical, environmental and social 674 Suppliers with a score less than 50/100 319

assessment

Cybersecurity scoring 686 Suppliers WIth high or very hlgh risk of 132
External non-compliance and/or financial loss
assessment ; ; f f

Consult_atlon on hur_’nan rights, ethics and compliance on 1,483 Suppliers involved in legal non-compliance 43

reputational analysis platforms

Audits on financial, ethical, environmental and social 149 Suppliers with non-conformities 96

aspects®

(1) The results of the assessments are considered to have a validity of two years.
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4.10 Affiliate management

The most significant aspects of affiliate management are set out through the critical

The sustainable management of affiliates is an increasingly important matter, as reflected in . . A -
management standards and the internal audits that we carry out in our affiliates.

the materiality analysis carried out in 2020. Proper management of environmental, social
and governance matters in our value chain allows us to anticipate risks and take advantage
of opportunities for long-term value creation.

Sustainable Management Plan
Main lines in 2020 2021 lines

¢ Human rights and climate action due diligence assessment for affiliates » Development of action plans and recommendations on the basis of human rights and climate

« Internal audit of the Crime Prevention Model of the SAGGAS regasification plant and of the action due diligence assessment at affiliates

Compliance Model and Risk Model of Trans Adriatic Pipeline. « Internal audit to evaluate the adequacy of internal control in the procurement processes in the
Morelos gas pipeline and Transportadora de Gas del Perd, and in the human resources

« Internal audit of processes and purchase controls at Transportadora de Gas de Pera, ) L
processes in the Morelos gas pipeline

Comparfiia Operadora de Gas en Peru, the GNL Quintero regasification plant, Gasoducto de
Morelos and the Soto de la Marina compressor station. « Internal audit to evaluate the adequacy of internal control in the corporate governance process

« Cross-cutting implementation of a COVID Contingency Plan in coordination with Enagés. at the SAGGAS regasification plant.

Critical management standards are transferred through working groups led by the specific
managers of each affiliate, involving members of the General Management of Enagas who co-

Management model for affiliates lead matters falling under their remit. These working groups are instrumental in aligning
positions and ensuring the operability of the Board of Directors of the affiliate, where the

Enagés affiliates are managed autonomously. The Shareholders’ agreements regulate the decisions taken by consensus will be concluded in the groups.

decision-making mechanisms to guarantee co-control of each company and the capacity to

block relevant decisions. Enagas’ influence and decision-making is exercised through Enagas has an Internal Monitoring Committee, established at the management level, which

leadership on Boards of Directors and other governing bodies (e.g. Remuneration Committee, supervises the critical decisions of affiliates and reports quarterly on key matters to the

etc.), appointing directors with extensive experience in the sector and the country. Enagas Board of Directors.

However, Enagas has developed a management model for these companies that seeks to
guarantee the target profitability of the business plans and their long-term sustainability,
contributing Enagas’ experience, knowledge and best practices as an industrial partner, while
at the same time allowing affiliates to contribute to Enagas’ growth, ensuring the objectives
communicated to the market.

Enagas has an internal management team in each affiliate. In addition, Enagas guarantees
the suitability of the managers of the affiliates for their positions by analysing and evaluating
their profiles, as well as by appointing specialised Enagéas profiles to key positions in the
affiliates (seconded personnel).

Critical management standards
Enagas actively manages its relations with the partners and managers of its affiliates.

The company has set out critical management standards, based on its material topics, which
it extends to its affiliates according to their level of influence, and monitors them by setting
out a plan of objectives for each affiliate to be implemented over a five-year horizon.
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Critical management standards
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Financial and operational excellence

Financial excellence:

Financial and cash planning and management
Insurance

Management control

Taxation

Financial reporting

Accounting and administration

Operational excellence:

.

.

Quality management system
Operational efficiency

Prioritisation of assets

Maintenance management system
Operation

Warehouse management

Customer service

Affiliate programming management
Measurement

Distribution and balances

Health and safety

Asset protection

Health and safety management
system

Emergency plan
Risk analysis
Health monitoring
Cybersecurity

»

Local communities

Stakeholder management model
Local development actions

0

Natural capital and biodiversity
management

Environmental management system

Conducting environmental impact
assessments

22
1na

Good Governance

Procedure rules
Board of Directors remuneration policy

Company governance (agreements, working groups, etc.)

@
Climate action and energy
efficiency

Energy efficiency measures and
emissions reduction

T

Ethics and Compliance

Code of conduct
Crime Prevention Model
Whistleblowing channel

g

Contracting and reporting
(procurement processes)

Suppliers approval

n NN

Uuu

People

Remuneration policy

» Contractual relations and trade union rights

Negotiation and representation
Human resources policy

Q

Human resource development (training and recruitment)

Workplace climate

Other management standards

Risk Map: identification and
monitoring of risks

Internal control (general control and
process control)

Internal audit
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Internal control in affiliates

Enagés, together with its business partners, is conducting internal audits of its affiliates in
order to verify the solidity of internal controls associated with the processes at greatest risk
for fraud, corruption and bribery, and is establishing control activities to strengthen these
processes wherever necessary. It also monitors the local internal audit plans (Compairiia
Operadora de Gas en Peru, Tallgrass Energy, DESFA, Trans Adriatic Pipeline and GNL
Quintero regasification plant), to ensure that the main risks of the affiliate are covered by the
internal audits.

During 2020, we continued with the continuous process of complying with the audit plans
approved by the different Committees to ensure maximum coverage of the processes with
the highest risk. Examples include work on crime prevention and cybersecurity (SAGGAS
regasification plant), compliance and risks (Trans Adriatic Pipeline) and review of
procurement processes and controls (Transportadora de Gas de Perd, Compafiia Operadora
de Gas en Perd, GNL Quintero regasification plant, Morelos gas pipeline and Soto la Marina
compressor station).

Most significant actions carried out in our affiliates

During 2020, a year marked by the COVID-19 crisis, all Enagas affiliates operated normally,
contributing to the security of supply in their respective countries. All the companies have
implemented a contingency plan against COVID-19 in coordination with Enagés. To this end,
remote working has been promoted and field work has been restricted to critical positions
with protection and hygiene measures. In addition, we have promoted habitability solutions
for critical personnel.

In addition, a due diligence analysis has been initiated in the areas of human rights and
climate action in all affiliates, thus addressing two of the most critical areas in terms of
sustainability. The analysis of conclusions together with recommendations to affiliates will
take place during 2021 and will enable us to make progress in the creation of joint value with
our affiliates.

The following is a list of the most significant actions carried out in our affiliates in recent
years; all of them are aligned with the Enagas’ strategy and sustainable management model.

L -\
enagas

For further information on Enagas’ affiliates, please consult their corporate websites:

USA
e Tallgrass Energy
Mexico

* TLA Altamira regasification plant

» Soto La Marina compressor station

» Gasoducto de Morelos

Peru

» Transportadora de Gas del Peru (TgP)

» Compafiia Operadora de Gas en Peru (COGA)

Chile

¢ GNL Quintero regasification plant

Greece, Albania and Italy

e Trans Adriatic Pipeline (TAP)

Greece
« DESFA operator
Spain

¢ SAGGAS regasification plant

* BBG regasification plant
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Contingency plan against COVID-19 in all companies, promotion of remote working and field work only in critical positions with protection and hygiene measures

Health and Safety

and habitability solutions for critical personnel.
Preparation of the Cybersecurity Master Plan at the GNL Quintero regasification plant.

Development of a Cybersecurity Plan for Compafia Operadora de Gas in Peru and Transportadora de Gas in Peru.

Climate action and energy
efficiency

Ratification of the Reporting Framework OGMP 2.0 initiative (measurement and control of methane emissions) by the SAGGAS regasification plant and commitment

to engagement with the Trans Adriatic Pipeline once it enters into operation.

Development of the Strategic Carbon Plan 2021-2026 at the SAGGAS regasification plant.

Noteworthy achievements in the reduction of emissions through the optimisation of operating processes, for example the optimisation of fuel gas consumption and

the optimisation of the plant shutdown process at the Compafiia Operadora de Gas in Peru.

Methane footprint and setting of methane emission reduction targets at the TLA Altamira regasification plant.

Operational and financial
excellence

Peer review process, with preparation of a report on areas of improvement for prioritisation in the Morelos pipeline.
Preparation of the long-term Sustainability Plan for the GNL Quintero regasification plant.

Review of the Maintenance Plan and audit of the project management system at the GNL Quintero regasification plant.
Production of a Business Continuity Plan and Strategic Planning for 2021-2026 at the SAGGAS regasification plant.

People

Review of the organisational model of engineering and asset management in the Compafiia Operadora de Gas in Peru.

Signing of the collective bargaining agreement for the next three years at the GNL Quintero regasification plant.

Supply chain

Audit of the supply chain procedure at the TLA Altamira regasification plant and of the purchasing and procurement process at the GNL Quintero regasification
plant.

Analysis of segmentation by categories in the approval process at Compafia Operadora de Gas in Peru.
Update of the purchasing procedure and associated communication plan in Transportadora de Gas del Pert.
Testing of the redefined control activities in the purchases, external services and accounts payable processes of the regasification plant of SAGGAS.

Ethics and Compliance

Development of the Crime Prevention Model, the Code of Conduct and the Complaints Channel at the Morelos gas pipeline and the Soto La Marina compressor
station.

Review of the Code of Ethics at the GNL Quintero regasification plant.
Creation of the Internal Audit function and implementation of the Risk Management Model at Compafiia Operadora de Gas in Peru.

Local communities

Development of a social investment plan and a communication and community outreach strategy at the Soto La Marina compressor station and Morelos gas
pipeline.
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4.11 Respect for human rights

[GRI 103-1, GRI 103-2, GRI 103-3]

Respect for Human Rights

By acting on each material topic, Enagas ensures that human rights are upheld where
applicable to the context and activities of the company. For this purpose, the company
follows the roadmap set out by United Nations through its Sustainable Development Goals.

Enagés sets out its commitments to ensure compliance with Human Rights in its Human
Rights Policy. These commitments are developed in the Enagas’ Code of Ethics and the
corporate policies that comprise it, aligning them with, inter alia: [GRI 102-12]

¢ United Nations International Charter of Human Rights.

« The International Labour Organisation (ILO) Declaration as well as the fundamental
conventions (freedom of association and the effective recognition of the right to collective
bargaining; the elimination of all forms of forced or compulsory labour; the effective
abolition of child labour; and the elimination of discrimination in respect of employment
and occupation) and the conventions concerning indigenous and tribal peoples.

« OECD Guidelines for Multinational Enterprises.
¢ The European Convention on Human Rights.

Enagas provides an online training programme for all employees so that they can learn the
company’s methods for ensuring compliance with human rights.

Consult the Human Rights Policy of Enagas on the corporate website

Identification of rights and risk assessment

Human rights management is addressed using a continuous improvement approach aligned
with our Sustainable Management Model. At Enagas, we differentiate between those human
rights which, according to the risk assessments we perform each year, are applicable at
different points in the company’s value chain (Enagas’ activities with management control,
affiliates without management and supply chain control, and customers), including labour
rights, safety, the environment, ethics and integrity, and fundamental rights. [GRI 412-1]

The assessments carried out annually are:
. Country-specific risk assessment (see the ‘Strategy’ chapter)
. Corporate Risk Map (see the_‘Risk management’ chapter)

. Safety risk assessments in posts and facilities (see the ‘Health and Safety’
chapter)

. Environmental impact / environmental risk assessments (see the ‘Natural capital
and biodiversity management’ chapter)

. Supply chain assessments (see the ‘Supply chain’ chapter).

In the assessments carried out in 2020, Enagas considers the level of risk to be low across
the boards due to the measures that the company has implemented as part of its sustainable
management model. Thus, Enagas has human rights risk prevention and mitigation plans in

enaqgas

all the geographical areas in which the company operates (see ‘Our business model’ and
‘Geographies’ chapters), which include the main measures detailed below for each of the
main issues named and aimed at the vulnerable groups identified??. These measures have
been set out according to the company’s capacity to influence the different points of its value
chain.

During 2020, Enagas did not find any human rights violations, thus no remediation actions
have been carried out.

22 within the framework of the risk assessments that Enagas carries out each year, vulnerable groups have
been identified among the stakeholders - employees, local communities and suppliers - upon whom actions
are focused.
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Human rights assessed in Enagas activities:

Human Rights Measures to reduce the level of risk
Human Rights Measures to reduce the level of risk

The company exercises due diligence when rendering its

LABOUR PRACTICES

The right to decent work
and the rejection of forced,
compulsory and child
labour

Enagas guarantees stability and quality of employment, a
commitment that is reflected in its Human Capital Management
Policy. The Enagés Collective Bargaining Agreement prohibits
the company from employing minors of under 16 years of age
(Article 28 of the Collective Bargaining Agreement).

Right to life, liberty and
security of person

services in order to prevent errors or omissions that could

harm the life, health or safety of consumers or others who
could be affected by the defective product. It also complies
with national laws and relevant international guidelines.

Right to rest and leisure

Enagas improves and extends the periods and conditions of
rest and leisure established in current legislation (flexibility in
start times and lunch break, intensive working days during the
summer and every Friday throughout the year, division of
annual leave into a maximum of four periods, etc.).

Right to freedom of opinion,
expression and information

Enagés has various clear and transparent internal
communication channels that allow workers to communicate
with senior management.

SOCIETY AND LOCAL
COMMUNITIES

Right to family life

Enagas improves and extends paid leave beyond the provisions
of current labour regulations (death of a close relative, illness,
reduced working hours for childcare, special circumstances,
etc.).

Right to use natural
resources

The Enagas environmental system, certified under 1SO 14001
and EMAS, provides the mechanism to mitigate the
environmental impacts derived from the company’s activities
(see the ‘Natural capital management and biodiversity’
chapter).

Freedom of association

Enagas employees can freely exercise their right to belong to
trade unions in order to promote and defend their economic
and social interests without this being the basis for
discrimination, and any agreement or decision by the company
contrary to this principle is deemed null and void (Article 64 of
the Collective Bargaining Agreement).

Rights of communities and
indigenous people

Through its social action strategy, Enagas contributes to the
socio-economic development of local communities, prioritising
those areas where the company operates, through sustainable
social action models, paying special attention to the most
vulnerable communities such as indigenous or tribal
populations.

Collective bargaining

Enagéas has in place a collective bargaining agreement, in line
with its human capital management policy (see the ‘People’
chapter), and enters into collective negotiations and carries out
regular consultations with authorised employee
representatives.

Workplace non-
discrimination and diversity

The company has in place a Diversity and Inclusion Strategy,
an Equality Plan and a Prevention and Action Protocol at the
disposal of its employees for any situation of workplace
harassment. This protocol provides a confidential channel for
reporting workplace harassment (canal.etico@enagas.es).

Property rights,
resettlement and
compensation

Enagas’ procedures relating to the development of
infrastructure construction projects include criteria aimed at
avoiding the occupation of privately owned areas and
minimising potential relocation of local communities, applying
procedures for information, consultation and fair compensation
that guarantee transparency and equal treatment.

Fair and favourable
remuneration

Part-time employees receive remuneration that is proportional
to the salary of full-time employees, with identical employee
benefits. In addition, in 2020, Enagas’ minimum salary was 1.7
times the minimum inter-professional salary in Spain. [GRI
202-1]

Prevention of abuse by
security forces and
prevention of cruel,
inhuman or degrading
treatment

Enagés ensures compliance with principles on respect for
Human Rights by requesting to the security companies proof of
membership to associations promoting respect for Human
Rights. [GRI 410-1]

Right to a safe working
environment

Enagas’ occupational risk prevention management system,
certified under 1SO 45001, provides mechanisms for identifying
and preventing incidents (see the ‘Health and Safety’ chapter).

Privacy of information

Enagas has adapted its personal data control and management
systems to the latest requirements incorporated by EU
regulation 679/2018 (GDPR) and Law 3/2018 (LOPDGDD), in
order to continue processing the personal information of its
professionals with the maximum guarantees of respect for
privacy and legal compliance.
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Human rights assessed in the supply chain:

Human Rights Risk Management

¢ General human rights ) . . . .
Enagas ensures that its suppliers, and especially those with

workers operating within Enagas’ facilities, respect these

« Safety human rights. We demand a commitment from them, we
ask them for the necessary documentation and we conduct
audits. (See the ‘Supply chain’ chapter).

« Labour

*« Environment
« Ethics and integrity

Enagas has adapted its personal data control and
management systems to the latest requirements
incorporated by EU Regulation 679/2018 (GDPR) and Law
3/2018 (LOPDGDD), in order to continue processing the
personal information of its suppliers with the maximum
guarantees of respect for privacy and legal compliance.

Basic rights /7
Confidentiality of
information

N
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Human rights assessed in customers:

Human Rights Risk Management

The Enagéas Code of Ethics sets out diligent management of
information as one of its guidelines of conduct. The company
keeps a record of what information may be accessed by each
person and for what purpose. In addition, Enagéas has
adapted its personal data control and management systems
to the latest requirements incorporated by EU Regulation
679/2018 (GDPR) and Law 3/2018 (LOPDGDD), in order to
continue processing its customers’ personal information with
the maximum guarantees of respect for privacy and legal
compliance.

Basic rights /
Confidentiality of
information

Human rights assessed in affiliate companies without
management control:

Human Rights Risk Management

In our business agreements, we promote compliance with
corporate policies (according to the degree of influence). Our
management model for affiliate companies is based on the
transfer of critical standards of management (see the

* General human rights ‘Affiliates Management’ chapter), which include the

« Labour necessary areas in order to guarantee respect for the

. safety following human rights:

¢« Environment

« People management

« Ethics and Compliance
* Health and safety

¢ Local communities

« Ethics and integrity
« Basic rights

* Rights of indigenous
peoples * Environment

¢ Supply chain

Likewise, these areas are evaluated as critical aspects in due
diligence processes.

Repair procedures and mechanisms

Enagas also has in place procedures for redress should there be non-compliance with any of
the previously mentioned human rights, such as:

» Procedure for the management of consultations and reporting regarding irregularities or
breaches of the Code of Ethics (see the ‘Ethics and Integrity’ chapter).

» Self-protection and interior emergency plans, the incident and transmission network
emergency response action plan and the procedures regulating it, the accident and
incident management procedure and procedure for reporting them to stakeholders (crisis
manual, incident reporting, etc.). (See the ‘Health and Safety’ and ‘Natural Capital and
Biodiversity Management’ chapters).

* Procedure for compensation and indemnity for the passage of gas pipelines on private
property (see the ‘Local Communities’ chapter).

Additionally, as mechanisms for redress, Enagas has in place an ethical channel (accessible
to all stakeholders) and an Ethical Compliance Committee (see the ‘Ethics and Integrity’
chapter). There are also corporate mailboxes available for specific areas.
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4.12 Ranking on indices and certifications

Recognition for the Enagas sustainable management model.

Sustainability

2\
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Since 2008, the Annual Report has been
externally audited and drafted under standard

SCo, e e sl Enagéas has been a member of the United '(Aéé:))oolﬁzzl i?::; tg?nSéogg!Lgeﬁor']’gg%;g':'aﬂve
£ |O‘;%3- Eripio e o Wi i e Nations Global Compact since 2003. The writteng as per the principles of integrated
\ ¥ Naciones Unidas. Progress Report has been at GC Advanced Level B !
L 4 . - reporting of the International Integrated
2~ Agradecemos cualquier comentario sobre since 2011. The company has also been listed . il N N
APOTAMOS st Sotleirida, on the Global Compact 100 index since 2013 Reporting Council (1IRC). Since 2020 it is
AL PACTO MUNDLAL : drafted under the SASB (Sustainability
Accounting Standards Board) reporting standard
for the QOil & Gas - Midstream sector.
i z
Dow Jones Enagas has been a member of the Dow Jones
Sustainability Indices Sustainability Index World (DJSI) since 2008. It ‘ EURONEXT Enagés renewed its presence on the Eurozone
marar g v B D is classified Gold Class, and the company was

Sustainability Award
Gold Class 2021

S&P Global

identified as the leader of the Gas Utilities sector
in 2020.

VE

moices EUROZONE 120

120 Euronext Vigeo index in 2020.

FTSE4AGood

Enagés has been a member of the FSE4Good
index since 2006.

Member 2019/2020

STOX:

ESG LEADERS INDICES

Enagés has been a member of the STOXX
Global ESG Leaders index since 2011.

£

EXCHLLENCE Furope

Enagas has been a member of the Ethibel
Sustainability Index Excellence Europe since
2009.

Corporate ESG
Performance

RATED BY

1SS ESG >

Enagas has held ISS’s ‘B Prime’ rating since
2010.

MSCI

ESG RATINGS

cce

BB BBB| A ARA

Enagés has been a member of the MSCI ‘Global
Sustainability Indices’ since 2010, with an AA
rating in 2020.
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Quality and excellence
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Enagés holds 1SO 9001:2008 certification for its

The Enagas management model has held the S processes of Technical Management of the
‘EFQM 500+ European Seal of Excellence’ since w System, Asset Management, Infrastructure
2012. In the 2018 assessment, the score was E LQ Development and Information Systems
over 600 points. “ Management. The company also holds SSAE 18
Enagas was also acknowledged as Ambassador 1SO 9001 certification for Security of Supply of the
of European Excellence in 2020. System/Technical Management of Underground
Storage Facilities Systems.
Environment

g Enagas holds the 1SO 14001:2004 certification
Enagas has been listed in CDP’s Climate Change = LQ for its Gas Transmission and Storage
and Water Security rankings since 2009. In é Infrastructure Development processes, its Asset
2020 it has been included in the A List 1SO 14001 Management, the Enagas Central Laboratory
(maximum rating) of leading companies in and the corporate head office. The Huelva and

climate change management, being the only
one in the Oil & Gas sector worldwide to obtain

Barcelona plants and Serrablo and Yela storage
facilities also have EMAS verification.

CLIMATE this rating. It has also been recognised as one o 2 In additional, the Energy Management System
of the leading companies for its commitment to 6 £ Q of the companies Enagas S.A. and Enagas
suppliers. w g Transporte S.A.U. is certified according to 1SO

EMAS
Social
Enagas_ has_ he,ld_ the 'EFR Certlflcate of Since 2009, Enagéas has been recognised as one
Reconciliation’ since 2007, having achieved level - .
efr of the Top Employers in Spain.

A of Excellence in 2019.

\~.

2021

Gander-Equality

( Bloomberg

/

In 2020, Enagas has been included as the third
global company leader in gender equality and
promotion of equality according to the
Bloomberg Gender-Equality Index.

Empresa Certificada Empresa Certificada

D5 |l <55

AUDELCO

BEV-LO30T

AUDELCO

< ].E : o
RE

ES 007/2017 WL

The Occupational Risk Prevention and
Management System for the Enagas Group
Companies Enagas GTS, S.A.U., Enagas
Internacional S.L.U., Enagas S.A. and Enagas
Transporte S.A.U. is certified under 1SO
45001:2018.

Moreover, Enagas has held the healthy company
certification since 2017 and has obtained the
1SO 39001 road traffic safety management and
the 1SO 27001 information security
management certification.
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In 2015 Enagés received the Bequal seal for its
commitment to the inclusion of the disabled in
the company, having achieved the Plus category
in 2019.

¥

Enagas has held the ‘Equality in the workplace
Award’ since 2010, granted by the Spanish
Ministry of Equality.

= A EQULEAP

- TOP 100

According to Equileap, Enagas was included in
2019 among the 100 global leaders in the
promotion in gender equality in the workplace.

PROTOCOLC
FRENTE AL COVID-19

Enagas

In 2020, Enagas received AENOR’s ‘COVID-19
Action Protocol Certification’, which recognises
the efforts made by the company to protect the
health and safety of its employees in the face of
the pandemic.

Enagas is the world leader in its sector in the Dow Jones
Sustainability Index for fifth year running
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5. Key indicators

Economic indicators

Economic performance and cost efficiency [GRI 102-7]

_ 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

EBITDA (million euros)® 596.0 636.2 701.3 780.8 885.5 934.3 995.9 939.8 900.5 948.8 1,110.3 1,060.7 994.8 942.9
EBIT (million euros)® 408.3 433.1 484.7 530.9 585.9 618.4 649.8 589.6 602.0 651.7 732.1 691.0 657.4 614.6
BDI (million euros)® 238.3 258.9 298.0 333.5 364.6 379.5 403.2 406.5 412.7 417.2 490.8 442.6 422.6 444.0
Dividends (million euros)® ® 143.0 155.3 178.8 200.1 237.0 265.7 302.4 310.4 315.1 331.4 348.1 354.8 371.3 426.7
Net investment (million euros)® 508.6 776.9 901.6 796.3 781.4 761.4 531.4 625.0 530.2 912.2 328.5 -262.8 706.2 859.2
Net debt (million euros)® 1,942.7 2,351.3 2,904.0 3,175.3 3,442.6 3,598.6 3,772.7 4,059.1 4,237.0 5,088.7 5,007.7 4,274.7 3,755.0 4,287.7
Shareholders equity (million euros)® 1,344.8 1,456.1 1,593.4 1,738.8 1,867.4 2,014.9 2,118.4 2,218.5 2,318.9 2,373.7 2,585.6 2,658.7 3,170.1 3,192.7
Assets (million euros)® 3,976.0 4,717.8 5,779.9 6,829.1 7,717.4 8,083.4 7,043.5 7,711.8 7,751.9 9,248.0 9,649.6 9,526.2 8,844.2 99,0089
Net debt/EBITDA (adjusted)® @ 3.3x 3.7x 4.1x 4.1x 3.9x 3.8x 3.7x 4.2x 4.5x 5.2x 4.4x 4.0x 3.9x 4.8x
Financial cost of debt® 4.3% 4.7% 3.3% 2.7% 2.8% 2.5% 3.0% 3.2% 2.7% 2.4% 2.2% 2.3% 2.1% 1.9%
Headcount (December 31)® 985 1,008 1,046 1,047 1,126 1,178 1,149 1,206 1,337 1,337 1,307 1,320 1,306 1,330

(1) These figures are included in the Alternative Performance Measures Report, available at https://www.enagas.es/enagas/es/AccionistasElnversores/InformacionEconomicoFinanciera/Medidas_Alternativas_de_Rendimiento_(APM)
(2) Figures reported in the Notes to the Consolidated Annual Accounts of the Enagas Group for each financial year.

(3) The figures reflect total dividends for the year (interim dividend + complementary dividend).

(4) EBITDA adjusted by dividends received from affiliates.

(5) In order to facilitate data comparability, the ‘number of employees’ indicator for 2017 and 2018 has been recalculated excluding the GNL Quintero regasification plant (Chile) (see ‘About our Consolidated Management Report’).
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Stock market performance

_ 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Share price (31 Dec) (€) 19.99 15.56 15.43 14.92 14.29 16.14 19.00 26.19 26.00 24.12 23.87 23.61 22.74 17.97
Dividend (€) 0.60 0.65 0.75 0.84 0.99 1.11 1.27 1.30 1.32 1.39 1.46 1.53 1.60 1.68®
Market capitalisation (million euros) 4,771.6 3,714.7 3,682.5 3,560.7 3,411.0 3,852.6 4,534.8 6,251.3 6,207.1 5,759.4 5,698.6 5,636.5 5,967.7 4,706.7
Number of shares (million) 238.7 238.7 238.7 238.7 238.7 238.7 238.7 238.7 238.7 238.7 238.7 238.7 262.0 262.0

(1) Distribution of the 2020 gross dividend of 1.68 euros per share is subject to approval at the General Shareholders’ Meeting.

Economic value generated and distributed [Gri 201-1]

Economic value generated (EVG) 901.5 1,000.80 1,154.80 1,199.30 1,261.9 1,227.2 1,221.6 1,218.3 1,384.6 1,342.2 1,182.7 1,084.0
Economic value distributed (EVD) 565.7 617.5 727.6 769.2 845.4 801.5 862 894.0 942.7 969.7 926.3 916.1
Suppliers 137.2 147.3 193.1 168.1 184.6 198.3 193.4 203.9 209.6 229.8 184.4 176.3
Society (tax and social action investment) 127.7 144.3 164.9 179.8 172.2 102.6 166.3 136.3 144.8 138.8 128.0 118.7
Investment in social action 0.8 1.3 2.2 1.6 1.6 1.6 1.9 2.2 2.0 2.0 2.0 3.9
Tax 126.9 143 162.6 178.2 170.6 101.0 164.4 134.1 142.8 136.8 126.0 114.8
Employees (personnel expenses) 60.7 67.2 67 79 82.3 84.7 96.3 108.8 128.9 131.2 125.2 126.7
Capital providers 240 258.7 302.6 342.4 406.3 415.9 406 445.1 459.5 469.8 488.7 494.4
Dividends paid to shareholders 178.8 200.1 237 265.7 302.4 310.4 315.1 331.7 348.6 365.3 371.3 426.7
Financial result 61.2 58.6 65.6 76.7 103.9 105.5 90.9 113.4 110.9 104.6 117.4 67.7
Economic value retained (EVR) 335.9 383.3 427.2 430.1 416.5 425.7 359.6 324.3 441.9 372.5 256.4 167.9
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Financial and non-financial ratings

Standard & Poor’s A- BBB+ BBB+
Fitch A2 A2 A2 A2 A2 A- A- A- A- A- A- A- A- BBB+
Dow Jones Sustainability Index® 67 77 75 78 88 83 85 84 85 91 86 85 85 87
CDP (transparency/performance) - - - 70/B 83/B 85/B 83/B 91/B 99/B A A- B A A

(1) Enagés has been a member of the DJSI since 2008 and in 2020 led the gas utilities sector.

Social indicators

Corporate Governance

Number of Directors

Independent Directors (%20) 53.3% 61.5% 60% 60% 62% 62% 54% 54% 62% 69%
Board gender diversity (26) 13.4% 15.4% 20% 20% 23% 23% 23% 23% 31% 25%
Non-Audit Fees (20) 27% 14% 3% 3% 4% 53% 18% 36% 34% 39%
General Shareholders’ Meeting quorum (%6) 57% 55.8% 53.1% 52.9% 54.8% 50.8% 45.6% 45.6% 51.0% 48.2%
Supply chain

Approved suppliers (no.) 1,989 2,010 1,875 1,745 1,781 1,800 1,356 1,382 1,458 1,483
Critical/approved suppliers (26) 52.1% 51.8% 54.4% 59.1% 59% 59% 69.5% 65.3% 58.3% 61.3%0
Sup_pllers audited extet:nally in financial, ethical, _ 31 51 61 33 39 55 o5 129 149
environmental and social aspects (No.)

Percentage of approved suppliers assessed in human - - 25.05% 27.05% 26.6% 27.1% 52.4% 53.5% 65.1% 70.3%

rights, ethics, social and environmental aspects (26) ®

(1) From 2011 to 2018, reference is made to the external assessment carried out by Enagas and from 2019 onwards to the internal assessment carried out by the company. [GRI 102-48]
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Ethical compliance and human rights

Reports received via ethics channel (No.)

People trained in issues related to ethical compliance 128 200 1,217 1,214 1,206 1,228 1,223 1,260

(cumulative figure) (No.)

Human capital [GRri 102-7]

Employees (No.) 1,126 1,118 1,149 1,206 1,337 1,337 1,307 1,320 1,306 1,330
Voluntary employee turnover (%6) 0.8% 0.46% 0.45% 0.69% 0.49% 0.63% 1.40% 1.32% 1.34% 1.40%
Absenteeism (%0) 3.65% 2.33% 2.46% 2.50% 2.51% 2.89% 3.05% 3.26% 3.59% 3.37%
Workforce gender diversity (96) 22.47% 22.45% 22.8% 23.88% 26.78% 27.45% 27.16% 27.73% 28.10% 28.57%
Board gender diversity (26) 14.1% 15.9% 18.8% 20.0% 25.4% 24.8% 26.77% 27.21% 28.99% 29.93%
Investment in training per employee (€) 956 898 1,192 1,041 894 920 1,071 1,162 1,091 818
Training per employee (hrs) 48.9 45.8 52.0 59.6 49.8 61.8 65.6 61.6 51.9 46.6

Customer satisfaction

Rate of shippers satisfaction with transmission 80% 82.5% 83% 82.2% 82.7% 84.3% 85.7% 89.4% 87.8% 88.3%
Rate of satisfaction of transmission companies and 76.7% 78.3% 79% 77.1% 89.2% 84.7% 85.0% 81.2% 79.5% 85.6%
distributors with transmission

Rate of satisfaction of shippers with the technical 76.7% 83.5% 80.5% 78.6% 78.3% 86.2% 83.9% 90.1% 84.8%  84.890
management of the Spanish Gas System

Rate of satisfaction of transmission companies and

distributors with the technical management of the 76.7% 78.7% 81.2% 72.6% 83.3% 79.2% 82.3% 89.4% 90.0% 90.0%®
< ich . +.

(1) Data from the customer satisfaction survey sent out in December 2019. This survey was not sent out in December 2020, as we aim to adapt its content to the draft requirements established by the CNMC to establish incentives
for the Technical Manager of the Gas System and effects on remuneration (draft published in December 2020). The satisfaction survey is scheduled to be sent out in the first quarter of 2021.
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Occupational health and safety [cri 403-9

Lost time injury frequency rate (own workforce) 7.51 9.01 5.31 4.69 3.86 1.80 7.84 2.33 5.14 3.73
Lost time injury frequency rate (contractors) 7.08 6.36 9.32 3.04 2.25 10.43 0.54 1.09 3.20 5.36
Lost time injury severity rate (own workforce) 0.07 0.37 0.25 0.53 0.14 0.08 0.38 0.05 0.10 0.05
Lost time injury severity rate (contractors) 0.2 0.28 0.36 0.11 0.07 0.11 0.02 0.02 0.05 0.15
Work-related fatalities of own workforce (No.) 0 0 0 0 o] 0 0 0 0 0
Work-related fatalities of contractor (No.) 0 0 0 0 0 0 0 0 0 0

Impact on local communities

Social action investment/net profit (%0) 0.6% 0.4% 0.4% 0.4% 0.5% 0.5% 0.4% 0.5% 0.5% 0.9%

Participation of employees in corporate volunteering 5% 8.5% 9% 15.1% 16.7% 26.9% 27.5% 25.0% 21.6%
initiatives (%o of workforce)

Time spent on volunteer work (hrs) 400 640 866 1,404 1,475 2,395 2,430 2,483 625
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Environmental management and fighting climate change
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Scope 1 COz emissions (tCOze) [GRI 305-1] 264,679 387,651 479,175 537,092 272,728 263,540 266,357 274,458 275,889 208,314
Scope 2 CO2 emissions (tCOze) [GRI 305-2] 52,752 61,377 36,079 33,941 32,444 27,010 22,979 30,300 34,273 1,654
Self-consumption of natural gas (GWh) [GRI 302-1] 1,025 1,672 1,932.1 2,338.1 963.0 919.3 1,030.4 1,055.7 1,120.2 833.5
Electricity consumption (GWh)® [GRI 302-1] 201.5 186.7 150.0 143.1 148.3 160.5 192.0 181.2 214.3 207.3
Electricity generation/consumption (26) 1.9% 5.4% 6.8% 4.7% 8.0% 12.5% 11.0% 12.5% 17.1% 19.2%
Waste generated (t) [GRI 306-3] 3,722 3,913 3,455 2,189 3,823 3,981 2,813.8 4,136.2 4,916.9 6,098.0
Waste recovered 7/ recycled (260) [GRI 306-4] 59% 48% 63% 15% 40% 61% 73% 83% 70% 70%
Area occupied in protected areas (km?) [GRI 304-1] ® 3.7 4 4 4 4 6.7 6.7 6.7

(1) Includes consumption from the network and from own generation sources.

(2) Protected Areas: Natura 2000 Network (SACs/SPAs), Ramsar wetlands and Biosphere Reserve. Data for 2018 and 2019 have been recalculated for comparability purposes, including the most recent two protection figures, which

have been included in the scope of the information reported for the first time in 2020. [GRI 102-48]
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Appendices

Non-financial and diversity reporting requirements (Law 11/2018)

The following are the requirements established by Law 11/2018 that are responded to in the Non-Financial Information Statement and in the Annual Corporate Governance Report included in the
Consolidated Management Report:

Non-Financial Information Statement

Requirements of Law 11/2018 Reporting framework Page numbers
General
Description of the business model GRI 102-2, GRI 102-3, GRI 102-4, GRI 102-5, GRI 102-6, GRI 3-6, 10-13, 21-30, 119-124
102-7, GRI 102-14, GRI 102-15
Description of the group’s policies with respect to environmental GRI 103-1 and GRI 103-2 for all material topics 40, 49, 60, 65, 74, 80, 88, 100, 106, 109, 113

and social issues, respect for human rights and the fight against
corruption and bribery, as well as those related to personnel

The results of the group’s policies applied to environmental and GRI 103-2 and GRI 103-3 for all material topics 40, 49, 60, 65, 74, 80, 88, 100, 106, 109, 113
social issues, respect for human rights and the fight against
corruption and bribery, as well as those related to personnel

The main risks related to environmental and social issues, GRI 102-11, GRI 102-15, GRI 102-29, GRI 102-30, GRI 102-31, 23-25, 89-90
respect for human rights and the fight against corruption and GRI 201-2

bribery, as well as those related to personnel, linked to the

activities of the group

Non-financial key performance indicators Internal framework: Quantitative indicators of non-financial 7, 119-124, 134-145
nature

I. Information on environmental issues

Detailed information on the current and foreseeable
effects of the company’s activities on the environment

Detailed information on the current and foreseeable effects of the GRI 307-1, GRI 308-2 27, 81-99, 107-108
company’s activities on the environment and, as the case may
be, on health and safety

Environmental assessment or certification procedures Internal framework: Qualitative description of environmental 81-82, 89, 91, 107-108, 117
assessment and certification

Resources dedicated to the prevention of environmental risks Internal framework: Qualitative description of the resources 27, 81-82, 89-91, 107-108
dedicated to the prevention of environmental risks at the

Application of the precautionary principle GRI 102-11 21-25

The amount of provisions and guarantees for environmental risks Internal framework: Qualitative description of the financial 81-82, 89-90

guarantees for environmental risks provided by the company
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Requirements of Law 11/2018 Reporting framework Page numbers

Pollution
Measures to prevent, reduce or rectify carbon emissions that Management approach (GRI 103-1, GRI 103-2 and GRI 103-3) in 87-88, 91-99
seriously harm the environment; taking into account any activity- ‘Climate Action and Energy Efficiency’, management approach
specific form of air pollution, including noise and light pollution (GRI 103-1, GRI 103-2 and GRI 103-3) in ‘Natural Capital and
Biodiversity Management’, (GRI 305-1, GRI 305-2, GRI 305-3,
GRI 305-6, GRI 305-7)
Circular economy and waste prevention and management
Circular economy and waste prevention and management: GRI 306-2 82-85

measures of prevention, recycling, reuse and other forms of
recovery and elimination of waste

Actions to combat food waste

Internal framework: Qualitative description of the non-materiality
of food waste for Enagas

Given the company’s activity and the material topics identified,
food waste is not a relevant issue for the company

Sustainable use of resources

Sustainable use of resources: water consumption and supply
according to local restrictions

GRI 303-3, GRI 303-4, GRI 303-5

86

Consumption of raw materials and the measures adopted to
improve efficiency in their use

Internal framework: Qualitative description of the non-materiality
of the consumption of raw materials

Enagés does not consume raw materials in its production
process; only ancillary materials are used

Direct and indirect consumption of energy, measures taken to
improve energy efficiency and the use of renewable energy

GRI 302-1, GRI 302-3, GRI 302-4, GRI 302-5

93-96

Climate change

Climate change: the important elements of greenhouse gas
emissions generated as the result of the company’s activities,
including the use of the goods and services produced

GRI 305-1, GRI 305-2, GRI 305-3, GRI 305-4

91-93, 97-99

The measures adopted in order to adapt to the consequences of
climate change

GRI 201-2

27, 91, 93-97

The voluntarily established long and short-term emission
reduction targets to reduce greenhouse gas emissions and the
measures implemented for this purpose

GRI 305-5

27, 91, 96

Biodiversity protection

Biodiversity protection: measures taken to preserve or restore
biodiversity

GRI 304-3

81-82

Impacts caused by activities or operations in protected areas

GRI 304-2, GRI 304-4, GRI 0G4

81-82, 140
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Requirements of Law 11/2018 Reporting framework Page numbers

Il. Information on social and personnel-related issues

Employment

Total number and distribution of employees by gender, age, GRI 102-8, GRI 405-1 50, 57
country and professional category
Total number and distribution of work contract modalities GRI 102-8 50
Yearly average of permanent contracts, temporary contracts and Internal framework: quantitative description of contracts at year- 50-51
part-time contracts by gender, age and professional category end
Number of dismissals by gender, age and professional category GRI 102-8, GRI 102-10 51
Average remuneration and its evolution by gender, age and Internal framework: quantitative description of average 56
professional category or equivalent remuneration and its breakdown
Gender pay gap, remuneration for equal work or average for the Internal framework: quantitative description of the pay gap 55-56
company
The average remuneration of directors and managers, including Internal framework: quantitative description of the average 45-48, 56
variable remuneration, expenses, compensation, payments to remuneration of directors and managers and their breakdowns
long-term savings plans and any other item by gender
Implementation of policies related to the disconnection from work Internal framework: Qualitative description of the actions related 52
to disconnecting from work implemented at the company
Employees with disabilities GRI 405-1 57
Organisation of work
Organisation of work hours Internal framework: qualitative description of the organisation of 50-51
work hours
Number of hours lost to absenteeism Internal framework: quantitative description of the number of 74, 77

hours of absenteeism (including hours lost to common illness and
accidents at work)

74,848.1 hours’ absenteeism in 2020
(79,359.8 in 2019, and 71,797.5 in 2018)

Measures aimed at providing work-life balance and promoting
their shared use by both parents

GRI 401-2, GRI 401-3

58-59
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Requirements of Law 11/2018 Reporting framework Page numbers

Health and safety

Health and safety conditions in the workplace GRI 403-1, GRI 403-2, GRI 403-3, GRI 403-4, GRI 403-5, GRI 75-79
403-6, GRI 403-7, GRI 403-8
Work-related accidents Internal framework: quantitative description of the number of 76
accidents resulting in sick leave
Internal framework: lost time injury frequency rate (No. 76-77
Frequency and severity, by gender accidents with sick leave x 10° / No. hours worked) and lost time
injury severity rate (No. working days lost x 10% / No. hours
worked)
78
Occupational illnesses, by gender GRI 403-10 Enagés has not identified occupational illnesses over the last

three years

Social relations

Organisation of social dialogue, including procedures for notifying GRI 102-41, GRI 102-43, GRI 403-1, GRI 403-4 37,59, 75
and consulting employees and negotiating with them

Percentage of employees covered by collective bargaining GRI 102-41 59

agreements by country

Results of collective bargaining agreements, particularly in GRI 403-4 59, 75

relation to occupational health and safety

Training

Training policies implemented GRI 404-2 52-53

Total number of hours of training courses by professional GRI 404-1 53

category

Universal accessibility for persons with disabilities

Universal accessibility for persons with disabilities Internal framework: Qualitative description of the universal 57
accessibility measures implemented at the company

Equality

Measures adopted to promote equal treatment and opportunities GRI 401-3, GRI 406-1 54-59

for men and women

Equality plans (Chapter |11 of Spanish Constitutional Act 3/2007  GRI 405-1 54-59

of March 22, for Effective Equality between Women and Men)

Measures adopted to promote employment Internal framework: Qualitative description of the measures to 50-53
promote employment adopted by the company.

Protocol against sexual harassment and harassment on the GRI 102-17 61, 113-115

Integration and universal accessibility for persons with disabilities GRI 405-1 57

Policy against any type of discrimination and, where appropriate, GRI 406-1 54-59

for managing diversity
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Requirements of Law 11/2018 Reporting framework Page numbers

I11. Information on respect for human rights

Application of due diligence procedures in relation to human GRI 102-16, GRI 102-17, GRI 410-1, GRI 412-1, GRI 412-3 61, 113-115, 142
rights

Prevention of the risks of violation of human rights and, where Internal framework: Qualitative description of the measures 61, 113-115
appropriate, measures to mitigate, manage and rectify any implemented to prevent the risk of human rights violations at the

possible abuses committed company

Formal complaints for cases of violation of human rights GRI 102-17 61, 113-115
Promotion of and compliance with the provisions of the GRI 412-2 61, 113-115

fundamental conventions of the International Labour
Organisation in relation to respect for freedom of association and
the right to collective bargaining

Elimination of discrimination in employment and occupation; the Internal framework: Qualitative description of the measures 113-115
elimination of forced or compulsory labour and the effective implemented to eliminate discrimination in employment,
elimination of child labour eliminate forced labour and abolish child labour at the company

and in the supply chain

1V. Information relating to the fight against corruption and bribery

Measures adopted to prevent corruption and bribery GRI 102-16, GRI 102-17, GRI 205-1, GRI 205-2, GRI 205-3 60-64
Measures to combat money laundering GRI 205-2 60-64
Contributions to foundations and not-for-profit organisations GRI 201-1, GRI 413-1 63, 100-105, 134

V. Information about the company

The company’s commitment to sustainable development

The impact of the company’s activity on employment and local GRI 413-1 100-105
development

The impact of the company’s activity on local communities and GRI 413-1, GRI 413-2, OG11 100-105, 141
on the region

Relations with key figures of local communities and modalities of GRI 102-43, GRI 411-1, GRI 413-1, OG10, 100-105
dialogue with them

Association and sponsorship actions GRI 102-13, GRI 413-1 63, 100-105, 134
Subcontracting and suppliers

Inclusion in the procurement policies regarding social issues, GRI 308-1, GRI 308-2, GRI 414-1, GRI 414-2 106-108
gender equality and environment

Consideration in supplier and subcontractor relations of their GRI 308-1, GRI 308-2, GRI 414-1, GRI 414-2 106-108
social and environmental responsibilities

Systems for supervision and auditing and their results GRI 308-1, GRI 308-2, GRI 414-1, GRI 414-2 106, 108
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Requirements of Law 11/2018 Reporting framework Page numbers
Consumers
Measures for the health and safety of consumers GRI 403-7 75, 78
Complaint systems Internal framework: qualitative description of the complaint 37,72
systems in place
Complaints received and their resolution Internal framework: quantitative description of complaints 72

received and their resolution

Tax information

Profits obtained by country GRI 201-1 66, 120
Tax paid on profits Internal framework: quantitative information on profits 67-68
Public subsidies received GRI 201-4 138

In 2020, 1,197 thousands of euros of public subsidies
corresponding to gas infrastructure investments were received,
568 thousands of euros in 2019 and 115 thousands of euros in
2018 (in all three years, 100% were received in Spain).

Information from the Annual Corporate Governance Report

Information from the Annual Corporate Governance Report

Company ownership structure

General Shareholders’ Meeting

Company management structure Annual Corporate Governance Report

Related party and intragroup transactions

Risk control systems and management
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Self-assessment of adoption of integrated reporting
principles and elements

Together with other leading companies in international reporting, Enagas took part in a pilot
programme of the International Integrated Reporting Committee (I1IRC), the aim of which is
to establish a common framework for the preparation of integrated reports and enable
participants to share best practices. Up to and including 2017, Enagas was a member of the
Integrated Reporting Business Network.

Enagas is committed to integrated reporting as a way of clearly and concisely presenting
relevant issues affecting the company’s capacity to create and maintain value in the present
and future.

Since 2012, Enagas has been progressing towards an integrated report in its Annual Reports.

Strategic focus and future orientation

The report reflects key strategic aspects such as the positioning of Enagas in the energy
transition and the context of operation, which includes the outlook for the natural gas sector
and the impact they will have on business, based on those established by the company’s
growth drivers.

In addition, our long-term vision is included, positioning the company with a sustainable
business model, which is based on the role of natural gas as the key to achieving sustainable,
safe and efficient energy, renewable gases and the creation of value in affiliate companies, as
well as in areas such as digitalisation and corporate entrepreneurship and innovation.

The company also identified the main risks derived in the context of operation and of its
business model. Furthermore, it includes the outlook from the Executive Chairman regarding
the ability of the company to meet its long and short-term goals, providing an assessment of
past performance and on future growth and strategies.

The commitment of leaders responsible for sustainability and opportunity and risk
management, together with the performance and targets in each of the material topics,
shows that the company is prepared to deliver its strategy, i.e. how to generate value in the
present and in the future.

Enagas is committed to integrated reporting as a
way of clearly and concisely presenting relevant

issues affecting the company’s capacity to create
and maintain value in the present and future
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Connectivity of information
The report reflects the relationship between different information blocks, primarily:

* The long-term vision, the context of operation and the business model, from which the
company’s perceived risks, opportunities, pillars of growth and strategy are derived.

« Strategy and Corporate Governance, through which we leverage opportunities and
manage risks, all of which is aimed at creating value, while taking into account the impact
on business and society.

* The company’s short and long-term objectives, aligned with the strategic drivers and
linked to employees’ variable remuneration, through which we ensure compliance with the
strategy.

* The management of risks and opportunities, along with their impact, and the controls and
mitigating actions in various areas of management.

Our value creation process, prepared in accordance with the capital model, includes in the
different chapters the main inputs and impacts on the material topics generated by our
activity (see the ‘Creation of value for our stakeholders’ chapter). In addition, this section
is linked to our contribution to the fulfilment of the Sustainable Development Goals (SDG),
in which we prioritise the SDG to which we contribute with our activity, management
models, corporate policies and guidelines as well as the goals, the degree of progress and
impact (see ‘Our contribution to the SDG’ chapter).

Also included are navigation icons, external references with hyperlinks and cross-
references that facilitate reading and understanding of the connections between different
contents.

Responsiveness and stakeholder inclusiveness
[GRI 102-46]

Enagas’ 2020 Annual Report targets its main stakeholders. The Enagas stakeholder map is
aligned with corporate strategy.

Enagés has identified its stakeholders classified according to the different areas of
relationship, identified by material topics.

As in previous years, the 2020 Consolidated Management Report has been drafted applying
the principles of standard AA1000: inclusivity, impact, materiality and responsiveness.

The Enagas’ Annual Report contains all the
necessary information needed to respond to
the main stakeholders with information of
relevance to them
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Materiality and conciseness
[GRI 102-44, GRI 102-46]

The report contains all the necessary information to be able to respond to the information
relevant to the main stakeholders.

Enagéas’ materiality analysis is aligned with the Company’s Strategy. As a result of this
analysis, Enagas identifies the material topics of the company’s direct operations based on
the main interests and concerns of stakeholders and Enagas. In 2020, in the midst of the
COVID-19 pandemic, Enagas reviewed the expectations of its stakeholders and updated the
relevance of these topics. This Report provides detailed information concerning each material
topic in the respective chapters of the section ‘Creation of value for our stakeholders’.

In affiliates, based on the company’s material topics, Enagéas has identified the critical
management standards that it assesses in each affiliate (see the ‘Affiliates management’
chapter).

For the purpose of only including material topics in the Annual Report, the Consolidated
Management Report and its detailed information was separated from the Consolidated Annual
Accounts, Annual Corporate Governance Report and Annual Report on Directors’
Remuneration. The Consolidated Management Report includes the more relevant data from
these publications.

At the same time, the corporate website includes other aspects that constitute additional
information (management models, policies, etc.).

Reliability

Both the financial and non-financial information from 2020 was audited and verified,
respectively, by the same auditors: EY.

EY audits the annual accounts and examines information relating to the ICFR system,
expressing an opinion on its effectiveness.

EY also verifies non-financial information with a limited level of assurance and a reasonable
level of assurance for the following indicators:

« Occupational health and safety indicators. Lost time injury frequency rate (own workforce)
and lost time injury severity rate (own workforce).

+« Human Resources indicators. Development of human capital, workforce and labour
relations.

Enagas is continuing to review its indicators so as to achieve higher levels of assurance in the
future.

Furthermore, EY has also reviewed, through a Report on agreed-upon procedures, the
internal control over non-financial information of the company.

enaqgas

Comparability and consistency

The 2020 Consolidated Management Report takes account of the GRI Sustainability Reporting
Standards of the Global Reporting Initiative (GRI) and the Oil & Gas G4 sector supplement.
Therefore, it provides an internal and external benchmark for comparison based on
internationally recognised principles and content.

Furthermore, the indicators included in the Consolidated Management Report 2020 are
defined in such a way as to facilitate comparability with previous years’ reports, including
historical data, with explanations of the cause of any variations. In this regard, Enagas has
recalculated the non-financial information for 2017 and 2018 excluding the GNL Quintero
regasification plant (Chile) (see the ‘About our Management Report’ chapter). Likewise,
comparability with other companies in the sector is also facilitated, using studies,
sustainability indices or benchmarking projects as a reference.

Customer satisfaction surveys are standardised for the respondents in terms of structure and
rating levels, to facilitate comparison with other companies in the energy sector. Enagas is
also involved in a benchmarking project with natural gas transmission companies
internationally to compare the occupational health and safety, and environmental indicators,
among others.
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Integrated reporting framework content

Content element

Aspects included

Section

N
enagas

Our business model

Activities and material topics Creation of value for our stakeholders 10-13, 35-39
Overview of the Mission, vision and values Our business model 10-13
organisation and its Supply chain description Our supply chain 107-108
external environment Operating context ggg%:ﬁg'iﬁnmxt 1315

Shareholder composition Enagés in 2020 7

Corporate Governance structure '\BA(;igng;qlzlr:fcctgrrsrzirlgegommlttees 41, 45
Governance Board selection and self-assessment Functioning of the Board 44

Good corporate governance practices implemented Good Governance 40-48

Remuneration for the Board linked to value creation in the short, medium and long-term Remuneration of the Board of Directors 45-48

Opportunities and risks

Management of opportunities arising from future outlook

Operating context
Strategic priorities
Our commitment to the energy transition

14-15, 16-18, 26-
34

Risk management

Management of risks associated with future outlook b . 21-25, 26-34
Our commitment to the energy transition
Management of opportunities and risks in the supply chain Supply chain risk management 107-108
Strategy and resource Growth strategy Strategic priorities 16-18
allocation Strategy Our commitment to the energy transition 26-34
Our contribution to the SDG
Business model How Enagas creates value from its resources and business processes Strategic priorities 8-9, 16-18, 26
Sustainability strategy
Sustainable Management Model Creation of value for our stakeholders 35-39
Lo Enagas in 2020
Key company performance indicators Key indicators 7, 119-124
Good Governance
People
Performance Ethics and integrity
Financial and operational excellence
Performance in material topics measured by indicators Health and Safety 40-108
Natural capital and biodiversity management
Climate action and energy efficiency
Local communities
Supply chain
The opportunities, challenges and uncertainties the organisation may encounter in pursuing  Operating context
. . " 14-15, 26-34
Outlook its strategy Our commitment to the energy transition
Risks associated with the business and implementation of the strategy Risk management 21-25
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GRI Standards content index [Gri 102-55]

General content

ena

as

GRI Standard Page numbers, URL and/or direct response

GRI 101: Foundation 2016

GRI 102: General disclosures 2016

Organisation profile

102-1 Name of the organisation 3, 157
102-2 Activities, brands, products and services 10
102-3 Location of headquarters 13, 157
102-4 Location of operations 13
102-5 Ownership and legal form 3

102-6 Markets served 13
102-7 Scale of the organisation 119, 122

102-8 Information on employees and other workers

50, 54, 57, 107

102-9 Supply chain

107

102-10 Significant changes in the organisation and its
supply chain

3, 10, 13, 50-51, 107

102-11 Precautionary principle or approach 21-25
102-12 External initiatives 3, 103, 113
102-13 Membership of associations 63

Enagas is also involved with the governing bodies of a
number of Spanish associations and organisations such
as Sedigas, Enerclub and Instituto Elcano, and
international bodies such as ENTSOG, GIE, IGU, GIIGNL,
Marcogaz EASEE-Gas, NGVA and UNECE. It also
cooperates with the regulatory authorities of the sector,
both directly and through industry associations,
proposing regulatory improvements, whether directly or
as part of consultations by the regulators.

Strategy

102-14 Statement from senior decision-maker 4-6

102-15 Key impacts, risks and opportunities 21-25, 27-30
Ethics and integrity

102-16 Values, principles, standards and norms of 12, 61
behaviour

102-17 Mechanisms for advice and concerns about 61

ethics
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Governance

102-18 Governance structure 35, 41-42
102-19 Delegating authority 35
102-20 Executive-level responsibility for economic, 35

environmental and social topics

102-21 Consulting stakeholders on economic,
environmental, and social topics

36, 38, 44, 59, 72, 108

102-22 Composition of the highest governance body 41-42
and its committees
102-23 Chair of the highest governance body 41

102-24 Nominating and selecting the highest
governance body

Article 8 of the Requlations of the Board of Directors of
Enagas

102-25 Conflicts of interest

Enagas Internal Code of Conduct in Matters Relating to
Securities Markets (pp. 10 to 19)

Articles 13 and 25 of the Reqgulations of the Enagéas
Board of Directors

102-26 Role of highest governance body in setting

12
purpose, values, and strategy
102-27 Collective knowledge of highest governance 42-43
body
102-28 Evaluating the highest governance body’s 44

performance

102-29 ldentifying and managing economic,
environmental, and social impacts

21-23, 35, 89-90

102-30 Effectiveness of risk management processes

21-25

102-31 Review of economic, environmental, and social
topics

21-23, 35, 89-90

102-32 Highest governance body’s role in 3,6
sustainability reporting

102-33 Communicating critical concerns 44

102-34 Nature and total number of critical concerns 44

102-35 Remuneration policies 19-20, 45-48
102-36 Process for determining remuneration 19-20, 45-47
102-37 Stakeholders’ involvement in remuneration 19-20, 45-47

102-38 Annual total compensation ratio

In 2020, the Chairman’s total annual remuneration was
35 times the median total annual remuneration of
professionals.

[GRI 102-55]
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102-39 Percentage increase in annual total
compensation ratio

In 2020, the increase in the Chairman’s total annual
remuneration was 30.1 times the increase in the
median total annual remuneration of professionals.

In 2019, the long-term incentive plans (2016-2018)
were settled, significantly increasing the remuneration
of the company’s employees. The allocation of these
incentive plans was structured according to the
professional category’s degree of contribution to the
established targets, which explains the higher increase
in the Chairman’s remuneration. Without taking into
account this three-year variable remuneration, the
increase in the total annual remuneration of the
Chairman was 0.95 times the increase in the median
total annual remuneration of professionals.

N
enagas

GRI Standard Page numbers, URL and/or direct response | Omissions |

Stakeholder engagement

102-40 List of stakeholder groups 37
102-41 Collective bargaining agreements 59
102-42 ldentifying and selecting stakeholders 36-37, 72, 108
102-43 Approach to stakeholder engagement 36-37, 72, 108

102-44 Key topics and concerns raised

36, 38-39, 72, 108, 132

Reporting practice

102-45 Entities included in the consolidated financial
statements

3

102-46 Defining report content and topic boundaries

36, 38-39, 131-132

102-47 List of material topics 38-39

102-48 Restatements of information 3,56, 72,121, 124
102-49 Changes in reporting 3

102-50 Reporting period 3

102-51 Date of most recent report 2019

102-52 Reporting cycle Yearly

102-53 Contact point for questions regarding the 157

report

102-54 Claims of reporting in accordance with the GRI
Standards

This report has been prepared in accordance with GRI
Standards Comprehensive option.

102-55 GRI content index

134-143

102-56 External assurance

3, 148-149

[GRI 102-55]
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Material topics

GRI Standard Page numbers, URL and/or direct response

Good Governance

N
enagas

GRI1 103:

Management Approach 2016

103-1 Explanation of the material topic and its 40
103-2 The management approach and its components 40
103-3 Evaluation of management approach 40

419-1 Non-compliance with laws and regulations in the

In 2020, no significant sanctions or fines were received

GRI 419: Socio-economic Compliance 2016 social and economic area in the social and economic area.
People
103-1 Explanation of the material topic and its 49
GRI 103: Management Approach 2016 103-2 The management approach and its components 49
103-3 Evaluation of management approach 49
202-1 Ratios of standard entry level wage by gender 55, 114
compared to local minimum wage
202-2 Proportion of senior management hired from the 100% of senior managers in Spain are local. There is a
GRI 202: Market presence 2016 local community local general manager in both Mexico and Greece and a
non-local general manager in Peru/Chile. Employees
with the nationality of the country in which they work
are considered local.
401-1 New employee hires and employee turnover 50-51
GRI 401: Employment 2016 401-2 Benef!ts provided to full-time em_ployees that 58-59
are not provided to temporary or part-time employees
401-3 Parental leave 59
402-1 Minimum notice periods regarding operational Should there be substantial changes to working
changes conditions, the individual changes are communicated 15
days in advance and collective changes are preceded by
GRI1 402: Labor/Management Relations 2016 a period of consultation with the Workers’ Legal
Representatives lasting no more than 15 days.
404-1 Average hours of training per year per employee 49, 53
404-2 Programmes for upgrading employee skills and 53
GRI 404: Training and Education 2016 transition assistance programmes
404-3 Percentage of employees receiving regular 49, 52

performance and career development reviews

[GRI 102-55]
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GRI Standard Page numbers, URL and/or direct response

GRI1 405: Diversity and equal opportunity 2016

405-1 Diversity of governance bodies and employees

40, 42, 50, 54, 57

405-2 Ratio of basic salary and remuneration of
women to men

55-56

GRI1 406: Non-discrimination 2016

406-1 Incidents of discrimination and corrective actions
taken

In 2020, there have been no discrimination cases in the
company.

Ethics and integrity

103-1 Explanation of the material topic and its 60

GRI 103: Management Approach 2016 103-2 The management approach and its components 60
103-3 Evaluation of management approach 60
205-1 Operations assessed for risks related to 62
corruption

GRI 205: Anti-Corruption 2016 205-2 C;ommu_njcation and training about anti- 60, 63-64
corruption policies and procedures
205-3 Confirmed incidents of corruption and actions 61, 63
taken
410-1 Security personnel trained in human rights 114

GRI1 410: Security Practices 2016

policies or procedures

GRI1 415: Public Policy 2016

415-1 Political contributions

The financing of political parties is expressly prohibited,
and this is one of the risks that Enagéas has defined in
its crime prevention model. In 2020, Enagés did not
make political contributions of any kind.

Financial and operational excellence

103-1 Explanation of the material topic and its 65
GRI 103: Management Approach 2016 103-2 The management approach and its components 65

103-3 Evaluation of management approach 65

201-1 Direct economic value generated and distributed 7, 120

GRI1 201: Economic Performance 2016

201-2 Financial implications and other risks and
opportunities due to climate change

21-23, 27-30, 89-90, 93

201-3 Defined benefit plan obligations and other
retirement plans

58-59

201-4 Financial assistance received from Government

In 2020, 1,197 thousands of euros of public subsidies
corresponding to gas infrastructure investments were
received (100% were received in Spain)

[GRI 102-55]
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GRI Standard Page numbers, URL and/or direct response

GRI1 203: Indirect economic impacts 2016

203-1 Infrastructure investments and services
supported

28-30, 34

203-2 Significant indirect economic impacts

28-30, 49, 68-69, 107

GRI 206: Anti-competitive Behavior 2016

206-1 Legal actions for anti-competitive behavior, anti-
trust, and monopoly practices

In 2020 Enagés did not receive any penalties, nor is
there any legal action pending in matters of unfair
competition, monopolistic practices and abuse of free
competition.

207-1 Approach to tax 63

207-2 Tax governance, control and risk management 25, 61, 63
GRI 207: Tax 2019 207-3 Stakeholder engagement and management 36, 63

concerns related to tax

207-4 Country-by-country reporting 69
Health and safety

103-1 Explanation of the material topic and its 74
GRI1 103: Management Approach 2016 103-2 The management approach and its components 74

103-3 Evaluation of management approach 74

403-1 Health and safety management system in the 74-75

workplace

403-2 Hazard identification, risk assessment and 75, 78

incident investigation

403-3 Health services in the workplace 75,79

403-4 Worker participation, consultation, and 75

communication on health and safety in the workplace

403-5 Worker training on occupational health and 74-76
GRI1 403: Occupational health and safety 2018 safety

403-6 Promotion of worker health 75-76, 79

403-7 Prevention and mitigation of occupational health 75,79

and safety impacts directly linked by business

relationships

403-8 Workers covered by a health and safety 75

management system in the workplace

403-9 Work-related injuries

74, 76-77, 123

403-10 Occupational illnesses and diseases

78

[GRI 102-55]
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GRI Standard Page numbers, URL and/or direct response

Natural capital and biodiversity management

103-1 Explanation of the material topic and its 80
GRI 103: Management Approach 2016 103-2 The management approach and its components 80
103-3 Evaluation of management approach 80
303-1 Interactions with water as a shared resource 86
303-2 Management of water discharge-related impacts 86
303-3 Water withdrawal 86

GRI 303: Water and effluents 2018

Although all Enagés’ facilities are located in Spain, a
country considered to be highly water-stressed (40-
80%)*, almost 100% of the water withdrawn is
seawater?®

GRI1 304: Biodiversity 2016

303-4 Water discharge 86
303-5 Water consumption 86
304-1 Operational sites owned, leased, managed in, or 124

adjacent to, protected areas and areas of high
biodiversity value outside protected areas

Enagas’ infrastructures occupy a surface area of 6.7
km? of land located in Protected Natural Spaces: Natura
2000 Network (SACs/SPAs), Ramsar wetlands and
Biosphere Reserve.

Although in 2020 no new Protected Natural Spaces
were affected, the consideration of the last two figures
of environmental protection indicated, as well as the
extension of the surfaces of the Protected Spaces by
the autonomous administrations, explains the variation
in the surface area with respect to previous years (4
km?).

304-2 Significant impacts of activities, products and 82
services on biodiversity
304-3 Habitats protected or restored 82

Monitoring and verification is conducted internally

304-4 IUCN Red List species and national conservation
list species with habitats in areas affected by
operations

Enagas takes into consideration special protection areas
and habitats of international interest listed by the
International Union for Conservation of Nature (IUCN),
along with the protection of the cultural heritage

23 World Resources Institute (WRI), Aqueduct 3.0: Country Risk. 2019.

[GRI 102-55]
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GRI Standard Page numbers, URL and/or direct response

GRI1 306: Waste 2020

306-1 Waste generation and significant waste-related 84

impacts

306-2 Management of significant waste-related 83-84
impacts

306-3 Waste generated 84-85, 124
306-4 Waste diverted from disposal 84-85, 124
306-5 Waste directed to disposal 84-85

GRI1 307: Environmental Compliance 2016

307-1 Non-compliance with environmental laws and
regulations

In 2020, no significant sanctions or fines were received
in the environmental area

Climate action and energy efficiency

103-1 Explanation of the material topic and its 88

GRI 103: Management Approach 2016 103-2 The management approach and its components 88
103-3 Evaluation of management approach 88
302-1 Energy consumption within the organisation 95, 124
302-2 Energy consumption outside of the organisation 7, 14, 93

GRI 302: Energy 2016 302-3 Energy intensity 96
302-4 Reduction of energy consumption 94
302-5 Reductions in energy requirements of products 94

and services

GRI1 305: Emissions 2016

305-1 Direct (scope 1) GHG emissions

88, 92-93, 124

305-2 Energy indirect (scope 2) GHG emissions

88, 92-93, 124

305-3 Other indirect (scope 3) GHG emissions 97-99

305-4 GHG emissions intensity 92

305-5 Reduction of GHG emissions 27, 91, 94, 96-97
305-6 Emissions of ozone-depleting substances (ODS) 93

305-7 Nitrogen oxides (NOx), sulphur oxides (SOx) and 87

other significant air emissions

[GRI 102-55]
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GRI Standard Page numbers, URL and/or direct response

Local communities

GRI 103: Management Approach 2016

103-1 Explanation of the material topic and its 100
103-2 The management approach and its components 100
103-3 Evaluation of management approach 100

GRI1 411: Rights of Indigenous Peoples 2016

411-1 Incidents of violations involving rights of
indigenous peoples

No incidents of violations involving rights of indigenous
peoples were identified in 2020

Supply chain
103-1 Explanation of the material topic and its 106

GRI 103: Management Approach 2016 103-2 The management approach and its components 106
103-3 Evaluation of management approach 106

GRI 204: Procurement Practices 2016 204-1 Proportion of spending on local suppliers 107
308-1 New suppliers that were screened using 108

. ) i | criteri

GRI1 308: Supplier Environmental Assessment environmental criteria

2016
308-2 Negative environmental impacts in the supply 107-108
chain and actions taken
414-1 New suppliers that were screened using social 108
criteria

GRI 414: Social assessment of suppliers 2016 - A - -
414-2 Negative social impacts in the supply chain and 107-108
actions taken
413-1 Operations with local community engagement, 102-105
impact assessments and development programmes

GRI 413:

Local communities 2016 413-2 Operations with significant actual and potential 101
negative impacts on local communities

Respect for Human Rights
103-1 Explanation of the material topic and its 113

GRI 103: Management Approach 2016 103-2 The management approach and its components 113
103-3 Evaluation of management approach 113
412-1 Operations that have been subject to human 113

GRI 412: Human Rights Assessment 2016

rights reviews or impact assessments

412-2 Employee training on human rights policies or
procedures

97% of employees received training on human rights
(11,210 hours).

Training in at least one of the following types of courses
is considered human rights training: Equality and Anti-
Corruption, Human Rights (general), and Prevention
and the Environment.

412-3 Significant investment agreements and contracts
that include human rights clauses or that underwent
human rights screening

100% of the significant agreements with suppliers
include human rights clauses.

[GRI 102-55]
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GRI Standard

Content

Page numbers, URL and/or direct response

enagas

Omissions

Oil & Gas

Oil & Gas G4Sector
Supplement

OG2 Total amount invested in renewable energy 34
OG3 Total amount of renewable energy generated by 88, 95
OG4 Number and percentage of significant operational 82

sites in which biodiversity risk has been assessed and
monitored

OG5 Volume and disposal of formation or produced
water

Enagés generates produced water in underground storage facilities
given that the extraction of natural gas is performed with water. In
2020 the volume of produced water was 1,996 m?3.

0OG6 Volume of flared and vented hydrocarbon

The main hydrocarbon burnt in the flare and/or vented is natural gas.

In 2020, the volume of natural gas flared and/or vented amounted to
2,209,236 Nm?

OG7 Total drilling waste (drilling mud and cuttings).
Strategies implemented for its treatment and
elimination

Not applicable. As shown in the graph in ‘Our
business model’, the company’s activity
commences with tankers offloading at any of its
regasification plants or at international
connections in the pipeline network. Therefore,
as it is not involved in extraction activities,
Enagés does not generate drill mud

OG10 Number and description of significant disputes
with local communities and indigenous peoples

101

OG11 Number of sites that have been decommissioned
and sites that are in the process of being dismantled

In 2020, there were no significant dismantling.

0OG12 Operations/facilities where involuntary
resettlement took place, the number of resettled
households and how their livelihoods were affected in
the process

Expropriations resulting from Enagas activities did not involve
involuntary resettlement of communities

0OG13 Number of process safety events taking place in
operations, by activity

In 2020, 34 containment loss incidents were recorded according to
the APl RP 754 standard (1 classified as Tier 1, 2 as Tier 2 and 31 as
Tier 3).

[GRI 102-55]
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SASB content index

Main content and metrics

Tonnes of COze,

enagas

Scope 1 emissions uantitative EM-MD-110a.1  92-93
Greenhouse gas P Q Percentage (%)
emissions i i
Scope 1 Emissions Reduction Strategy and Targets aDr:s;:I;J/:;sslon and n/a EM-MD-110a.2 27, 91-97
Air quality Air emissions of NOx SOx, VOCs and PM10 Quantitative Metric tons (t) EM-MD-120a.1 87
80-87

Ecological impacts

Environmental management policies and practices for
active operations

Discussion and
analysis

n/a

EM-MD-160a.1

Enagas’ policies and practices are aligned with the
January 2012 Performance Standards on
Environmental and Social Sustainability of the
International Finance Corporation (IFC).

Land within areas with protected conservation status or
endangered species habitat

Quantitative

Percentage (%) per area

EM-MD-160a.2

124

Enagés’ infrastructures occupy a surface area of 6.7
km? of land located in Protected Natural Spaces
(Natura 2000 Network (LIC/ZEPA), Ramsar wetlands
and Biosphere Reserves), which represents
approximately 14.5% of the total surface area
occupied by Enagas.

Land area disturbed and impacted area restored

Quantitative

m?2, percentage (%)

EM-MD-160a.3

81-82

In 2020, 37% of the disturbed area was restored,
and in 2021 Enagés will continue to work on restoring
the remaining area.

Oil spills and volume of oil recovered

Quantitative

Number, litres

EM-MD-160a.4

85

In 2020 there was one spill of hydrocarbons (5 litres)
and two spills of water containing hydrocarbons (1
and 20 litres). 100% of the volume of these spills has
been recovered.

Competitive
behaviour

Monetary losses as a result of legal proceedings relating to

competitive behaviour

Quantitative

Reporting currency (€)

EM-MD-520a.1

In 2020, Enagas did not incur any monetary losses or
receive any penalties or fines as a result of legal
proceedings relating to competitive behaviour.
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Metrics Category Unit of measure Page numbers and/or direct response

During 2020 there were no incidents in accordance
with the SASB definition of an incident.
However, based on the criteria established by APl RP

o . o M

Reported pipeline incidents Quantitative Number, percentage (%) EM-MD-540a.1 754, there were 34 incidents with loss of containment
(1 of them classified as Tier 1, 2 as Tier 2 and 31 as
i Tier 3).

Operational safety,

emergency o ; o

preparedness and Gas pipelines inspected Quantitative Percentage (%) EM-MD-540a.2 73

response

Not applicable. As shown in the graph in the section
Rail transport accidents Quantitative Number EM-MD-540a.3  ‘Our business model’, the company’s activity does not
include rail transport.

Management systems used to embed a culture of safety D|scus§|on and n/a EM-MD-540a.4 75-76, 78
and emergency preparedness analysis

Activity metrics

Activity metric Category Unit of measure Page numbers, URL and/or direct response

7, 14, 93
Tonne-kilometres of natural gas transported by mode of o Metric tonnes (t), ML In 2020 Enagas transported 23,957,327 tonnes of
transport Quantitative kilometres EM-MD-000.A natural gas through its network of nearly 11,000 km
of gas pipelines.

Activity
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Task Force on Climate-related Financial Disclosures (TCFD) recommendations

Areas Recommendations

Page numbers, URL and/or direct response

Governance

Describe the board’s oversight of climate-related risks and opportunities.

89
See section ‘Governance model for climate change management’ in the ‘Climate action and
energy efficiency’ chapter, where the oversight functions of the Board of Directors are detailed.

Describe management’s role in assessing and managing climate-related risks

and opportunities.

89

See section ‘Governance model for climate change management’ in the ‘Climate action and
energy efficiency’ chapter, which describes, among other matters, the risk assessment and
management functions of the Audit and Compliance Committee and the Sustainability
Committee consisting of the company’s main Management teams.

Strategy

Describe the climate-related risks and opportunities the organisation has
identified over the short, medium, and long-term.

21-25, 89-90

See the chapter ‘Risk management’ which describes Enagas’ global risk management
framework as well as the Corporate Risk Map which includes the "Role of natural gas in my
energy future” as an emerging risk; a risk due to climate change, among other factors.

In addition, the section ‘Management of risks and opportunities derived from climate change’ in
the ‘Climate action and energy efficiency’ chapter, includes the specific map of Risks and
Opportunities of climate change as well as a detailed table with climate change related factors
linked with each risk and its control and management measures.

Describe the impact of climate-related risks and opportunities on the
organisation’s businesses, strategy, and financial planning.

89

As detailed in the section ‘Risk management and opportunities arising from climate change’ in
the ‘Climate action and energy efficiency’ chapter, based on the assessment carried out, the
effects of the risks of climate change would have a low economic impact on the company in
2030 (around 5-10% of profit) and would be offset by the main opportunities of climate
change.

Describe the resilience of the organisation’s strategy, taking into consideration

different climate-related scenarios, including a 2°C or lower scenario.

17, 26-30, 89

See section ‘Risk management and opportunities arising from climate change’ in the ‘Climate
action and energy efficiency’ chapter, which sets out the different scenarios considered in the
risk assessment, together with the result of the impact and probability of occurrence.

The chapter ‘Strategic Priorities’ also includes information on Enagas’ strategic growth areas in
the context of decarbonisation and energy transition. Specifically, the role of new uses of
natural gas as well as the development of renewable gases (biomethane/hydrogen) are key
elements of the fight against climate change.

In addition, the chapter ‘Our commitment to the energy transition’ details our decarbonisation
strategy and the priority focus on the development of renewable gases as well as the
promotion of new uses of natural gas in mobility, reinforcing the resilience of Enagéas’ strategy
for tackling climate change.
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Recommendations

enagas

Page numbers, URL and/or direct response

Risk management

Describe the organisation’s processes for identifying and assessing climate-
related risks.

Describe the organisation’s processes for managing climate-related risks.

Describe how processes for identifying, assessing, and managing climate-
related risks are integrated into the organisation’s overall risk management.

21, 89

See chapter ‘Risk management’ for details of the ‘three lines of defence’ for risk control and
management including the identification, assessment and management of company risks, a
process that includes climate change-related risks.

In addition, in the section ‘Risk management and opportunities arising from climate change’ in
the ‘Climate action and energy efficiency’ chapter, the process of managing risks and
opportunities arising from climate change is explained in more detail.

Metrics and Targets

Disclose the metrics used by the organisation to assess climate-related risks
and opportunities in line with its strategy and risk management process.

89

See section ‘Emission reduction targets’ in the chapter ‘Climate action and energy efficiency’ for
the Climate Change Risks and Opportunities Map and the metrics (e.g. likehood of occurrence,
impact) used for the assessment of climate change-related risks and opportunities.

Disclose scope 1, scope 2, and, if appropriate, scope 3 greenhouse gas (GHG)
emissions, and the related risks.

91-93, 97-99
See the ‘Our climate change performance’ and ‘Scope 3 emissions’ sections on the ‘Climate
change and energy efficiency’ chapter.

Describe the targets used by the organisation to manage climate-related risks
and opportunities and performance against targets.

91-92
See section ‘Emission reduction targets’ in the ‘Climate action and energy efficiency’ chapter,
where the reduction targets are included as well as the performance against targets.
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External verification report [cri 102-56]

Translatmn of a report onginally ssood m Spansh. b e ovent of discropancy,
the Spanish- NUATE e rsinn prevails

INDEPENDENT ASSURANCE REPORT ON THE CONSOLIDATED NOM-FINANCIAL STATEMENT
AMND INFORMATION ON SUSTAINABILITY

To the shareholders of ENAGAS, S.A.:

In accordance with article 49 of the Commercial Code, we have verified, with a limited scope, the
Consolidated Nen-Financial Statement (herainafter NFS} for the year ended December 31, 2020 of
ENAGAS, $.A. and subsidiaries (hereinafter the Group), which is part of the Group's accompanying
Consolidated Management Report

The content of the C. idated Report information in addition to that
required by prevailing law in respect of non-financial information that was not includad in
the scope of our waork. C Iy, our work was limited exclusively to verifying the

information identified in the "Nm-linan:-:al and diversity reporting requirements (Spanish Law
11/2018)" table and in conformity with the "GRI Standards content index” and the "SASB content
index” included in the accompanying Consolidated Management. Report.

Responsibility of the directors
The pref ion of the NFS included in the Group’s Consolidated Management Report and its content

is the respansibility of the directors of ENAGAS, S A. The NFS was prepared in accordance with the
content required by prevailing company law and in conformity with the criteria outlined in the GRI

Sustainability Reporting 5 {GRI ), comp option, as well as other criteria,
including the GRI Oil and Gas sector supplement, as well as with the criteria of the Sustainability
Accounting Standards Board (SASB standards) in its sector supph called "0il & Gas - Midstream
2018-10".

These has been described as explained for each subject matter in the "Non-financial and diversity
reporting requirements (Spanish Law 11/2018)" table, in conformity with the "GRI Standards
content index” and the "SASB content index” of said report, and in accordance with principles stated
in AAT000AP (2018) issued by AccountAbility (Institute of Social and Ethical Accountability).

This resy ibility likewise includes the design, imy and maintenance of the internal
control considered necessary to ensure that the NFS is free of material misstatement, due to fraud or
arror.

The directors of ENAGAS, S.A. are also responsible for defining, implementing, adapting, and
maintaining the management systems from which the necessary information for preparing the NF5 is
obtained.

Cur independence and quality control

We have comphed with the independence and other Code of Ethics requirements for accounting
professionals issued by the International Ethics Standards Board for Accountants (IESBA), which are
based on the fundamental principles of integrity, objectivity, professional competence and due care,

iality, and pr

Qur firm applies International Standard on Quality Control 1 (ISQC 1), and consequently maintains a
global quality control system which includes documented policies and procedures relating to

| with ethical requi P . and the legal and applicable regulatory
provisions.
The EY team is made up of experts in non-fi ial information engag and specifically,
information on ic, social, and envir perfarmance,
Cur responsibility
Our responsibility is to express our lusions on the Independent A Report with limited

assurance, based on the work performed. We have carried out our work in accordance with the
raquirements established in the International Standard on Assurance Engagements (ISAE) 3000
(revised), “Assurance Engagements Other than Audits and Review of Historical Financial Information”
issued by the Intemational Auditing and Assurance Standards Board (|AASB) of the International
Federation of Accountants (IFAC) and the Guidelines on performing non-financial statement
assurance engagements issued by Spain’s Institute of Auditors and AAT000AS V3, with a moderate
level of type 2 assurance.

In a limited assurance engagement, the procedures carried out vary in their nature and timing, and
are less in extent than those carried out for a r ble assurance Ci 1 1y, the

level of assurance obtained in a himited assurance engagement is also substantially lower,

Our work conssted in making inguines of management and of the Group's vanous business units
participating in the preparation of the NFS, reviewing the p for wiling and validating the
information presented therain, and applying certain analytical procedures and sample review tests as
described in general terms below. These procedures included:

Holding meetings with Group personnel to gain an under ing of the busi model, the
policies and management approaches applied, and the main risks related to these matters, as
well as to gather the information neaded to perform the independent assurance work.

Analyzing the scope, relevance, and integrity of the contents of the 2020 NFS, based on the
materiality assessment performed by the Group and described under “Sustainability
Strategy” in light of the content required under prevailing company law.

Analyzing the processes used to compile and vahdate the data presented in the 2020 NFS,

Analyzing the documents from the Non-financial internal control system.

Raviawing the disclosures relating to the risks, policies, and management approaches applied
with respect to the material matters presented in the 2020 NFS.
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[GRI 102-56]
3 4
Checking, via tests of a selected sample, the information underlying the contents of the 2020 Recommendations
NFS and the satisfactory compilation of the NFS based on data taken from infarmation
sources. We presented our rec ions to Enagas g it regarding areas of improvement related
to the application of standard AATOD0AP (2018). The most significant recommendations are
Analyzing the consistency of the information described in the appendix, "Self-assessment of summarized below:
adoption of integrated reporting principles and elements” and the information contained in
the Management Report. Inclusivity: Enagés continues to make progress in identifying and diagnosing its main
. . ) stakeholders, including investees, based on its specific management model for these
Obtaining a representation letter from the directors and management. panies. We also d that Enagas continue to update the stakeholders as it
determines new strategic priorities, and that it likewise persist in processing data and
consulting with local communities to enhance of local 5.
In addition, with respect to GRI disclosures GRI 102-41, GRI 401-1, GRI 403-2, GRI 404-1, and GRl
405-1, our respansibility is La express an opinion, for which we have carried out reasonable Materiality: Enagas identifies and values material matters that are relevant to its
assurance Wk. .Thewurk entmleg un.derstandlng the |n.temal cgmml system ralevant to the stakeholders, enabling it to define its inability strategy f ing on strategic levers.
ioned indicatars « lin the NF5, assessing the risk of material errors that the We recommend that Enagds periodically reassess material matters to ensure that they are
indicators might contain, testing and evaluating their content, as well as performing other incorporated in its sustainability strategy.
procedures we considerad necessary in the circumstances, We consider that our examination
provides a reasonable basis for our opinion. Responsiveness: Through its Sustainable Management Plan, Enagas monitors its
. ) ) ) o achievements and challenges in parallel to the material matters identified for the
In addition, we reviewed the adequacy of the structure and content in accordance with the principles arganization. We recommend that Enagas continue to focus its efforts on meeting
established in standard AAT000AP (2018), with a moderate level of type 2 assurance. stakeholders’ expectations in the future by ensuring to monitor its three-lever strategy.

Impact: Enagas’s Sustainability Strategy supports the Company’s strategic levers and is the
cornerstone of projected medium and long-term growth. We recommend that Enagas step
up its efforts to measure and analyze the Company's long-term value and that it develop a
process for assessing and managing both real and potential impacts on the various areas
of the organization they affect,

Conclusions

Based on the limited assurance proced d d and the evid btained, no matter has
come to our attention that would cause us to believe that the Group's NFS for the year ended
December 31, 2020 has not been prepared, in all material respects, in accordance with the contents
required by prevailing company law and the criteria established by the GRI standards, comprehensive

option, as well as other criteria, including the GRI Ol and Gas sector supplement. as well as with the Use and distribution

criteria of the Sustainability Accounting Standards Board (SASB standards) in its sector supplement

called "0il & Gas - Midstream 20718-10" described as explained for each subject matter in the "Non This report was prepared in response to the requirement established by prevailing pany law in
financial and diversity reporting requirements (Spanish Law 11/2018)" table and in conformity with Spain and may not be appropriate for other uses and jurisdictions.

the "GRI content index” and the "SASE content index” of the Consolidated Management Report.

In addition, in our opinion, GRI disclosures GRI 102-41, GRI 401-1, GRI 403-2, GRI 404-1, and GRI ERMST & YOUNG, S.L.

405-1, reviewed with a reasonable level of assurance, are prepared and presented, in all material

respects, in accordance with the GRI Sustainability Reporting Standards (GRI standards),

comprehensive option, described as explained for each subject matter in the GRI Standards content (Signature on the original in Spanish)
index of said report,

With regard to the application of the principles established in standard AAT000AP (2018), no matter

has come to our attention that would cause us to believe that the Group has not applied the principles Alberto Castilla Vida
of inclusivity, materiality, respansiveneass, and impact, as explained under “About our consolidated
Management Report.”
N AAI00O
February 22, 2021 A Liconsed Raport

000-59 1 V3-1CF30
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Contents of the Global Compact

The Global Compact is an ethical commitment initiative designed so that entities from all
countries can adhere to, as an integral part of their strategy and operations, ten universal
principles governing conduct and action on matters concerning human rights, labour, the
environment and the fight against corruption.

Enagéas has been a member of the United Nations Global Compact since 2003 and regularly
renews its commitment, maintaining a public and transparent record of the progress it has
made in this field in an annual report published on the Global Compact website at
(www.pactomundial.org).

N
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The links between the ten principles of the Global Compact and the GRI standards considered
in this report are listed in the table below, and the United Nations Global Compact
Communication on Progress, published by the United Nations Global Compact Office in May
2007.

To make it easier to identify the activities most directly related to the principles of the Global
Compact, Enagas has singled out the GRI standards that have a direct bearing on these
principles. The table below indicates the pages of this report in which this information is
contained.

GC Human Rights GRI Standards Contents Pages
Human Rights
1 Companies must support and protect internationally acknowledged basic human rights within ~ GRI 410-1, GRI 411-1, GRI 412-1, GRI 108, 107-108, 113-114
their sphere of influence 412-2, GRI 412-3, GRI 414-1, GRI 414-2
2 Companies must ensure they are not a party to Human Rights infringements GRI 410-1, GRI 412-3 114
Labour standards
3 Companies must support the freedom of association to trade unions and accept in actual GRI 102-41 59
practice the collective bargaining process
4 Companies must support all steps to eradicate forced or coerced labour GRI 412-1, GRI 412-2, GRI 412-3 113
5 Companies must support the eradication of child labour GRI 412-1,GRI 412-3 113
6 Companies must support the abolition of discriminatory practices in employment and GRI 401-1, GRI 405-1, GRI 405-2, GRI 50-51, 54-59
occupation 406-1
Environment
7 Companies must uphold a preventive approach that helps protect the environment GRI 305-5, Management approach 27, 80, 91, 94, 96-97
Natural Capital and Biodiversity
Management
8 Companies must promote initiatives that foster greater environmental responsibility GRI 302-4, GRI 302-5, GRI 304-3, GRI 27, 82-84, 91, 94, 96-97
304-4, GRI 305-5, GRI 306-1, GRI 306-2
9 Companies must foster the development and dissemination of environmentally friendly GRI 302-4, GRI 302-5, GRI 304-3, GRI 27, 82-84, 91, 94, 96-97
technology 304-4, GRI 305-5, GRI 306-1, GRI 306-2

Anti-corruption

10 Entities must work against corruption in all its forms including extortion and bribery

GRI 205-1, GRI 205-3 61-63
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Content index and metrics from the World Economic Forum
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Core metrics and disclosures Page numbers, URL and/or direct response

Governing purpose

Setting purpose

Quality of governing body

Governance body composition

40-43,
Annual Corporate Governance Report

Stakeholder engagement Material issues impacting stakeholders 36-39
Principles of
Governance . .
Anti-corruption 40, 60, 62-64
Ethical behaviour - - -
Protected ethics advice and reporting 61
mechanisms
Risk and opportunity oversight 'I)r;;i%rsastmg risk and opportunity into business 21-30, 75, 78-79, 89-90
Greenhouse gas (GHG) emissions 92-93, 97-99
Climate change
TCFD implementation 27, 91, 146-147
Planet
Nature loss Land use and ecological sensitivity 124, 140, 144
Freshwater availability Water consumption and withdrawal in 86, 140
water-stressed areas
Diversity and inclusion 50, 54, 57
Pay equality 55, 56
Dignity and equality 55
Wage level In 2020, the annual total remuneration of the CEO was 13.2 times the median
annual total compensation of all other professionals (excluding the CEO).
People

Risk of incidents of child forced or compulsory
labour

113-115

Health and well-being

Health and safety

58, 75-77, 79, 123,

Skills for the future

Training provided

49, 53, 122
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Core metrics and disclosures

Page numbers, URL and/or direct response
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Prosperity

Absolute number and rate of employment 50-51
Employment and wealth generation Economic contribution 120, 138
Financial investment contribution 7, 119-120
Inno_vatlon of better products and Total R&D expenses 34
services
Community and social vitality Total tax paid 68-69
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Table of contents according to the EFQM Model

EFQM 2020 Model - Consolidated Management Report

EFQM criterion Subcriterion References (chapters)

MANAGEMENT

= Our purpose and activities

1.1 Define Purpose & Vision s s 10, 12
e Mission, vision and values
1.2 ldentify & Understand Stakeholders Needs * Creation of value for our stakeholders 35-39
1.3 Understand the Ecosystem, own Capabilities & =  Strategy
Major Chall -0 i h it 14-34
Criterion 1: Purpose, vision ajor Challenges ur commitment to the energy transition
and strategy 1.4 Develop Strategy - Strategy 8-9, 14-25

*  Our contribution to the SDG

= Risk management

* Creation of value for our stakeholders
= Good Governance 21-25, 35-48, 60-64, 109-112
« Ethics and integrity

= Affiliates management

= Targets linked to variable remuneration

= People - Awareness of in-house talent, Professional development
programmes, Training 19-20, 52-53, 60-64, 100-105

1.5 Design & Implement a Governance &
Performance Management System

2.1 Steer the Organisation’s Culture & Nurture

Values = Ethics and integrity
= Local communities
= Targets linked to variable remuneration
= Digital transformation
2.2 Create the Conditions for Realising Change e People - New ways of working 19-20, 33-34, 52, 73
o . L * Financial and Operational Excellence - Continuous Improvement
Criterion 2: Organisational
Programmes

culture and leadership
= Targets linked to variable remuneration
e Corporate entrepreneurship

and open innovation
= Technological innovation

2.3 Enable Creativity & Innovation 19-20, 31-34

= Our purpose and activities
2.4 Unite Behind & Engage in Purpose, = Mission, vision and values
Vision & Strategy e Strategy
« Creation of value for our stakeholders

10, 12, 14-25, 35-39
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EXECUTION

Creation of value for our stakeholders

« Financial and Operational Excellence - Operational Excellence 35-39, 70-73

3.1 Customers: Build Sustainable Relationships

= Targets linked to variable remuneration
= Corporate entrepreneurship

and open innovation

Creation of value for our stakeholders
= People
* Local communities - Social investment

3.2 People: Attract, Engage, Develop & Retain 19-20, 31-39, 49-59, 102-105

Criterion 3: Stakeholder = Targets linked to variable remuneration
t i i _ . .
engagemen 3.3 Bus[ness & Qovernmg Stakeholders — Secure C'reatlc')n of value for'our stakeholders ) ) 19-20, 35-39, 66-69, 116-118
& Sustain Ongoing Support + Financial and Operational Excellence - Financial Excellence

= Ranking on indices and certifications

e  Our contribution to the SDG
e Creation of value for our stakeholders 8-9, 35-39, 100-105
= Local communities

3.4 Society: Contribute to Development,
Well-Being & Prosperity

* Creation of value for our stakeholders
= Supply chain 35-39, 106-112
= Affiliates management

3.5 Partners & Suppliers: Build Relationships &
Ensure Support for Creating Sustainable Value

= Our commitment to the energy transition - Decarbonisation and
carbon neutrality, renewable gases, sustainable mobility and
4.1 Design the Value & How it is Created corporate entrepreneurship and open innovation 27-39, 70-73
= Creation of value for our stakeholders
= Financial and Operational Excellence - Operational Excellence

= Our commitment to the energy transition - Decarbonisation and
carbon neutrality, renewable gases, sustainable mobility and
corporate entrepreneurship and open innovation

« Creation of value for our stakeholders

Criterion 4: Creating e Financial and Operational Excellence - Operational Excellence

sustainable value « Ethics and Integrity - European Transparency Register

4.2 Communicate & Sell the Value 27-39, 63, 70-73

= Our commitment to the energy transition - Decarbonisation and
carbon neutrality, renewable gases, sustainable mobility and
4.3 Deliver the Value corporate entrepreneurship and open innovation 27-39, 70-73
= Creation of value for our stakeholders
= Financial and Operational Excellence - Operational Excellence

= Creation of value for our stakeholders

4.4 Define & Implement the Overall Experience + Financial and Operational Excellence - Operational Excellence

35-39, 70-73
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Criterion 5: Manage
operation and
transformation

5.1 Drive Performance & Manage Risk

Risk management

Creation of value for our stakeholders

Health and Safety - Crisis and Emergency Management and
Information Security

Climate action and energy efficiency - Managing climate change risks

and opportunities

21-25, 35-39, 78-79, 89-90

5.2 Transform the Organisation for the Future

Operating context

Strategic priorities

Corporate entrepreneurship

and open innovation

Digital transformation

Technological innovation

People - New ways of working

Financial and Operational Excellence - Operational Excellence

14-18, 31-34, 52, 70-73

5.3 Drive Innovation & Utilise Technology

Corporate entrepreneurship

and open innovation

Digital transformation

Technological innovation

People - New ways of working

Financial and Operational Excellence - Operational Excellence

31-34, 52, 70-73, 82-83

5.4 Leverage Data, Information & Knowledge

Digital transformation

Technological innovation

People - New ways of working, internal talent awareness,
professional development and training programmes

Financial and Operational Excellence - Operational Excellence

33-34, 52-53, 70-73

5.5 Manage Assets & Resources

Technological innovation
Creation of value for our stakeholders
Financial and operational excellence

34-39, 65-73

RESULTS

Criterion 6: Reputation
among stakeholders

6.a. Customer perception results

Creation of value for our stakeholders
Financial and Operational Excellence - Operational Excellence
Key indicators

35-39, 70-73, 119-124

6.b. People perception results

Our contribution to the SDG
Creation of value for our stakeholders
People - Employee satisfaction and motivation

8-9, 35-39, 59

6.c. Business & Governing Stakeholders
Perception Results

Creation of value for our stakeholders
Ranking on indices and certifications

35-39, 116-118

6.d. Society Perception Results

Our contribution to the SDG

Creation of value for our stakeholders
Ranking on indices and certifications
Local communities

Key indicators

8-9, 35-39, 100-105, 116-124
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References (chapters)
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6.e. Partners & Suppliers Perception Results

Creation of value for our stakeholders
Supply chain
Ranking on indices and certifications

35-39, 106-106, 116-118

Criterion 7: Strategic and
operational performance

7.a. Achievements in delivering its Purpose
and Creating Sustainable Value

Our contribution to the SDG
Ranking on indices and certifications
Key indicators

8-9, 116-124

7.b. Financial performance.

Financial and Operational Excellence - Financial Excellence
Key indicators

66-69, 119-124

7.c. Fulfiiment of Key Stakeholders Expectations

People - Employee satisfaction and motivation
Financial and Operational Excellence - Operational Excellence
Key indicators

59, 70-73, 119-124

Targets linked to variable remuneration

7.d. Achievement of strategic objectives. Creation of value for our stakeholders 19-20, 35-39
7.e. Achievements in Driving Performance C_reatlc_)n of value for_our stakeholders . 35-39, 70-73
Financial and Operational Excellence - Operational Excellence
Targets linked to variable remuneration
7.f. Achievements in Driving Transformation Corporate entrepreneurship 19-20, 31-34

and open innovation
Digital transformation

7.9. Predictive Measures for the Future.

Creation of value for our stakeholders
Key indicators

35-39, 119-124
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Contact [GRI 102-1, GRI 102-3, GRI 102-53]

Please address any comments, requests for clarification or suggestions in connection with
this report to:

Enagas S.A.
Paseo de los Olmos, 19 28005 Madrid

Investor Relations Department
Tel.: +34 91 709 93 30 / 900 100 399

E-mail: accionistas@enagas.es
Organisation and Sustainability Department

Tel.: +34 91 709 92 62

E-mail: sostenibilidad@enagas.es
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Pursuant to Article 253 of the Corporate Enterprises Act and Article 37 of the Code of DECLARATION OF RESPONSIBILITY: For the purposes of Article 8.1.b) of Royal Decree

Commerce, and remaining applicable standards, on February 22, 2021, the Board of 1362/2007, of October 19, the directors state that, to the best of their knowledge, the
Directors of Enagas, S.A. authorised the Consolidated Management Report which, in Consolidated Management Report includes a true and fair analysis of the performance and
accordance with the provisions of Law 11/2018 of December 28 on non-financial information results of the businesses and the situation of the Company, together with the description of
and diversity, includes the Consolidated Non-Financial Information Statement for the year the main risks and uncertainties faced, and includes the Non-Financial Information Statement
ended December 31, 2020, consisting of the accompanying documents preceding this in accordance with the provisions of Law 11/2018, of December 28, on non-financial
document. information and diversity.

Chairman: Chief Executive Officer:

Mr Antonio Llardén Carratala Mr Marcelino Oreja Arburta

Directors:

Sociedad Estatal de Participaciones Industriales (SEPI),

represented by Mr Bartolomé Lora Toro Mr Antonio Hernandez Mancha

Ms Eva Patricia Urbez Sanz Ms Ana Palacio Vallelersundi
Mr Marti Parellada Sabata Mr Santiago Ferrer Costa

Mr Luis Garcia del Rio Ms Rosa Rodriguez Diaz

Mr Gonzalo Solana Gonzéalez Ms Isabel Tocino Biscarolasaga
Mr Ignacio Grangel Vicente Mr José Blanco Lopez

Mr Cristébal José Gallego Castillo Mr José Montilla Aguilera

DILIGENCE to record, in accordance with the provisions of Article 253.2 of the Corporate Enterprises Act and Article 366.1.2 of the Companies Registry Regulations, that the Consolidated Management
Report of the Group Enagas, S.A., corresponding to the financial year 2020 has been prepared with the agreement of all the members of the Board of Directors, but has not been signed by any of
them, either by handwritten or electronic signature, in any case, due to material impossibility, given that the Board meeting at which the Annual Accounts and the Consolidated Management Report
were prepared was held in virtual format, due to the restrictions arising from the declaration of a state of emergency in Spain by Royal Decree 956/2020 of November 3 and subsequent implementing
regulations.

Electronic signature of the Secretary to the Board

Secretary to the Board of Directors

Mr Rafael Piqueras Bautista
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Enagas’ financial information contains aggregates and measurements prepared in accordance
with applicable accounting regulations, as well as another series of measures prepared in
accordance with the reporting standards established and developed in-house, known as
Alternative Performance Measures (APMs).

These APMs are considered to be adjusted versions of the figures presented in accordance
with the International Financial Reporting Standards adopted by the European Union (IFRS-
EU), which is the accounting framework applicable to the Enagas Group’s consolidated
financial statements, and should therefore be considered by the reader as additional to, but
not a substitute for, these standards.

The APMs are important for financial information users because they are the measures used
by the Enagads management to assess the Group’s financial performance, cash flows and
financial position for making operational and strategic decisions. These APMs are consistent
with the main indicators used by the investment and analyst community in the capital
markets.

In this regard, and in accordance with the provisions of the Guidelines issued by the
European Securities and Markets Authority (ESMA), in force since July 3, 2016, regarding the
transparency of Alternative Performance Measures, below Enagas provides information on
those APMs set forth in the management information for financial year 2020 that it considers
to be significant.

On the other hand, in relation to the general situation arising from COVID-19, in order to
comply with the ESMA recommendations of May 20, 2020 and October 28, 2020, it is
indicated that as the Enagas Group has continued to operate normally throughout the
pandemic, there have been no significant effects and therefore it has not been necessary to
introduce new APMs or modify or adjust those currently presented.

1. Alternative Performance Measures related to the
Income Statement

EBITDA

EBITDA (‘Earnings Before Interest, Tax, Depreciation and Amortisation’) is an indicator that
measures the company’s operating profit before deducting interest, taxes, impairment and
depreciation. By dispensing with financial and tax amounts, as well as accounting expenses
that do not involve cash outflows, it is used by management to evaluate results over time,
enabling comparison with other companies in the sector.

EBITDA is calculated as operating profit, increased by depreciation and amortisation,
impairment losses, if any, and other items that do not represent cash inflows or outflows
from Enagas’ operations (such as capital gains or losses on disposals, provisions, etc.).

The reconciliation is shown below based on the Operating Income shown in the Consolidated
Financial Statements at December 31, 2020:

enaqgas

Operating income 1,084.0
Rtd. Affiliates (*) 174.8 *)
Operating expenses -315.9
EBITDA 942.9

(*) For management purposes, the concept of ‘Rtd. Affiliates’ 174.8 million euros does not include the effect
of the amortisation of the PPAs, amounting to 51.1 million euros, which is considered to be a higher
amortisation expense and therefore excluded from EBITDA. Considering the above two items together, the
amount would be 123.7 million euros.

Adjusted EBITDA

Adjusted EBITDA is an indicator that measures the company’s operating profit before the
deduction of interest, taxes, impairment and amortisation, and includes both dividends
received and interest on subordinated debt collected from associates that are included in the
financial statements of the Enagas Group using the equity method.

This indicator is used by Management to calculate the leverage ratios described in the section
‘Alternative Performance Measures related to the Balance Sheet and leverage ratios’, allowing
comparison with other companies in the sector. The reconciliation of Adjusted EBITDA for
financial year 2020, which is subsequently used in the leverage ratios, is shown below:

EBITDA 942.9
Dividends (*) 118.3
Rtd. Affiliates (**) -174.8
ADJUSTED EBITDA 886.4

(*) This relates mainly to dividends received from companies accounted for using the equity method. It also
includes interest on subordinated debt collected from companies accounted for by the equity method.

(**) As the dividends received from affiliates are considered, the results of these companies must be
excluded, which is included in EBITDA as described in the previous section.

EBIT

EBIT (‘Earnings Before Interest and Taxes’) is an indicator that measures the company’s
operating profit before interest and taxes. As with the previous indicator, it is used by
Management to evaluate results over time, allowing comparison with other companies in the
sector.

EBIT is calculated as EBITDA, less depreciation and amortisation, impairment losses, if any,
and other items that do not represent cash inflows or outflows from Enagéas’ operations (such
as capital gains or losses on disposals, provisions, etc.).

EBIT for financial year 2020 amounted to 614.6 million euros. This amount matches the
operating profit at that date.
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2. Alternative Performance Measures related to the

Balance Sheet and Leverage Ratios FFO(*) 687.4
Net debt -4,287.7
Net Debt FFO/Net Debt 16.0%
Net financial debt is the main indicator used by Management to measure the Group’s debt
level. It is comprised of gross debt less cash in hand: (*) This amount is explained below in the section on Alternative Performance Measures related to Cash Flow

and Investments.
To calculate gross debt, the balance sheet items ‘Bank borrowings’, ‘Debentures and other
marketable securities’ and ‘Other financial liabilities’ include loans granted by entities other
than credit institutions and the recognition of financial liabilities arising from the application

of IFRS16. 3. Alternative Performance Measures related to Cash Flow
The cash amount is obtained from ‘Cash and cash equivalents’ in the Consolidated Balance and Investments
Sheet.

Funds from Operations (‘FFO’)

The reconciliation between the APM and the observable aggregates in the Consolidated
Balance Sheet at December 31, 2020 is shown below (in millions of euros):
FFO is the main cash generation indicator analysed by Enagas’ management, as it measures

Q4 2020 both the cash generated by the domestic regulated and non-regulated business, as well as

the cash generated for the Group from its international business, either through dividends

Cash and cash equivalents 863.7 from affiliates or interest payments on subordinated debt granted to these companies, after
Debts with credit institutions -1,338.2 deducting both tax payments and interest related to the Group’s financial debt.

Debentures and other marketable securities -3,473.9 It is calculated as:

Other financial liabilities (1) -339.2

FFO = EBITDA discounting the results of affiliates +/- tax collection/payment +/- interest
Net debt -4,287.7 collection/payment + dividends received from affiliates + interest on subordinated debt
collected from affiliates.

(1) The amount included under this item relating to the recognition of financial liabilities due to the

application of IFRS16 amounts to 336.4 million euros and the debt granted by bodies other than credit The reconciliation between this APM and the amounts observable in the Consolidated
institutions amounts to 2.9 million euros. Financial Statements as of December 31, 2020 is shown below:
Ratios linked to Net Debt Operating profit 614.6
l\_/lanagemen_t uses two rati_os to analyse the Ieve_rage a_nd the Group’s apilit_y to meet its Amortisation allowances (*) (***) 328.4
financial obligations over time, enabling comparison with other companies in the sector.
EBITDA 942.9
The leverage ratio is calculated as Net Debt/Adjusted EBITDA, as shown below: Tax collection / (payment) -104.8
Collection / (payment) of interest (**) -82.8
Net debt -4,287.7 Dividends (**) 118.3
Adjusted EBITDA 886.4 Other adjustments -174.8
Net Debt/EBITDA (adjusted) 4.8x Rtd. Affiliates -11.4
Funds From Operations (FFO) 687.4

(*) For management purposes, ‘Depreciation and amortisation allowances’ includes, in addition to the
depreciation and amortisation allowances for fixed assets, the effect of the amortisation of the PPAs,
amounting to 51.1 euros million at December 31, 2020.

(**) For management purposes, interest on subordinated debt collected from affiliates is included under
‘Dividends’.

(***) Includes impairment losses recognised in the year.

The ratio linked to the capacity to generate cash flows over net debt is calculated as
FFO for the last twelve months (LTM) / Net Debt, as shown below:
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Operating cash flow (‘OCF’)
Operating Cash Flow measures the capacity to generate operating cash after changes in
working capital. It is calculated on the basis of FFO and includes the change in working

capital.

OCF amounted to 726.8 million euros in Q4 FY2020. The reconciliation between the APM and
the observable amounts in the Consolidated Financial Statements at December 31, 2020 is

shown below (in millions of euros):
Q4 2020

Funds From Operations (FFO) 687.4
Change in operating working capital 39.4
726.8

OPERATING CASH FLOW (OCF)

Free Cash Flow (‘FCF’)

Free cash flow measures cash generation from operating and investing activities and is also
considered by Enagas to be an essential APM as it is the indicator used to evaluate the funds
available both to pay dividends to shareholders and to service debt.

Reported FCF for Q4 FY2020 amounted to (-132.4) million euros. The reconciliation between
the APM and the observable amounts in the Consolidated Financial Statements at December

31, 2020 is shown below (in millions of euros):
Q4 2020

OPERATING CASH FLOW (OCF) 726.8

Payments for investments -867.9

Proceeds from disposals 8.7
-132.4

Free Cash Flow (FCF)

Discretionary Cash Flow (‘DCF”)

Discretionary cash flow is an APM used by management to manage existing financing
needs. It is defined as free cash flow (FCF) less dividends paid to shareholders and certain

exchange differences related to net debt.
The reported DCF for Q4 FY2020 amounted to (-560.5) million euros. The reconciliation

between the APM and the observable amounts in the Consolidated Financial Statements at
December 31, 2020 is shown below (in millions of euros):

_ Q4 2020

Free Cash Flow (FCF) -132.4

Dividend payments -427.6

Effect of exchange rate variations -0.5
-560.5

Discretionary Cash Flow (DCF)

161



ANNUAL CORPORATE GOVERNANCE REPORT FOR LISTED

_ COMPANIES
=
ISSUER’S PARTICULARS
Financial year-end: [ 31/12/2020 ]
CORPORATE TAX CODE: |: A-28294726 ]

Corporate name:

[ ENAGAS, S.A. ]

Registered office:

|: PASEO DE LOS OLMOS, 19 MADRID ]

1/81




NM COMPANIES
|

ANNUAL CORPORATE GOVERNANCE REPORT FOR LISTED

GOMISTON
NACIONAL

DEL MERCADOQ
DE VALORES

A. OWNERSHIP STRUCTURE

A.l.  Complete the table below with details of the company’s share capital:

Date of last change Share capital (€) Number of Numt_>er of voting
shares rights
20/12/2019 392,985,1<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>