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CERTAIN TERMS AND CONVENTIONS

As used in this annual report, “Endesa”, the “Comypjathe “Group” and first person, personal pronsgnch as “we”, “us” or “our”
refer to Endesa, S.A. and its consolidated subsédiavhich comprise the Endesa Group unless thiexbatherwise requires. When we use
second person, personal pronouns in this repasth as “you” and “your”, we mean exclusively persari® have purchased our American
depositary receipts or securities issued or gueeahlby Endesa or one of its consolidated subsidias the context requires.

References to “TW” and “TWh” are to terawatts aehtvatt hours, respectively; references to “GW” &@@Wh” are to gigawatts and
gigawatt hours, respectively; references to “MWHdaMWh” are to megawatts and megawatt hours, respg; references to “kW” and
“kWh” are to kilowatts and kilowatt hours, respeetly; and references to “kV” are to kilovolts. Refaces to “Nn? " are to normal cubic
meters and references to “bcm” are to billionsudfic meters. References to “bb1” are to one baiffrell. References to “t”, “kt” and “Mt’are
to tons, thousands of tons and millions of tonspeetively. Unless otherwise indicated, statigtics/ided in this annual report with respect to
electricity generation facilities are expressetivv, in the case of the installed capacity of suatilities, and in GWh, in the case of the
aggregate annual electricity production of suclilifees. One TW = 1,000 GW, one GW = 1,000 MW, antt MW = 1,000 kW. Statistics
relating to aggregate annual electricity productiom expressed in GWh and are based on a year@d Bpurs. Statistics relating to our
production do not include electricity consumed by generators. 25.2 thermies are equivalent t@warth

Energy losses of our Latin American subsidiariescaculated on a 12-month rolling basis by (i)tgutting the number of GWh of
energy sold from the aggregate GWh of energy psethand self-generated within a givenm@nth period and (ii) calculating the percen
that the resulting quantity bears to the aggregateber of GWh of energy purchased and self-geremitdin the same 12-month period.

PRESENTATION OF FINANCIAL INFORMATION

When we use “EUR”, “euro” or “ € " in this annuagort, we mean the European Union euro, which &@rplegal currency. When we
use “USD”, “dollar”, “US$” or “$” in this annual gort, we mean United States dollars. The word ithill refers to one thousand million.

Various amounts in this document are shown in amilifor presentation purposes. Such amounts harerbended and, accordingly,
may not total. Rounding differences may also deispercentages and totals.

FORWARD-LOOKING STATEMENTS

This annual report contains statements that costiforward-looking statementstithin the meaning of the Private Securities Litiga

Reform Act of 1995, such as statements that inclodevords “expect”, “project”, “anticipate”, “beive”, “should”, “seek”, “intend”,
“probability”, “risk”, “target”, “goal”, “objective’, “estimate”, “future” and similar expressionsariations on such expressions. These
statements appear in a number of places in thisamaport and include statements regarding oeninbelief or current expectations with

respect to, among other things, trends affectingosiness, financial condition or results of opierss.

These forward-looking statements are not guaramtegure performance and involve risks and uraisties. Actual results may differ
materially from those in the forward-looking statmts as a result of various factors that may bemeyur control. The accompanying
information contained in this annual report, inéhgd without limitation, the information under “le3. Key Information—Risk Factors”,




“Iltem 4. Information on the Company” and “ltem 5p@ating and Financial Review and Prospects”, ilestimportant factors that could
cause such differences.

Readers are cautioned not to place undue reliamtisese forward-looking statements, which speai aslof their dates. We undertake
no obligation to release publicly the result of aayisions to these forward-looking statements Wiy be made to reflect events or
circumstances after the dates thereof, includirithout limitation, changes in our business strategglanned capital expenditures, or to
reflect the occurrence of unanticipated events.

Enforceability of Civil Liabilities Under the U.S. Securities Laws

Endesa, S.A. is a company organized under Spaanskvith limited liability. All of our directors andxecutive officers are namsidents
of the United States. In addition, substantiallyoalour assets and the assets of our directorseaedutive officers are located outside the
United States. As a result, you may not be abkffert service of process within the United Stafigsn us or our directors and executive
officers or to enforce a judgment obtained agaissbr our directors and executive officers predidatolely upon the civil liability provisions
of U.S. securities laws.

There is also doubt that a lawsuit based upon fédgral or state securities laws could be brouglaii original action in Spain and that a
judgment obtained in a U.S. court against us ordingictors and executive officers based upon W8&ursties laws would be enforced
Spain.

PART |

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISE RS
A. DIRECTORS AND SENIOR MANAGEMENT

Not applicable.
B. ADVISERS

Not applicable.
C. AUDITORS

Not applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.

ITEM 3. KEY INFORMATION
A. SELECTED FINANCIAL DATA
Selected Consolidated Financial Information

The following tables present selected consolidéitexhcial data of Endesa, S.A. You should readdhables in conjunction with “ltem
5. Operating and Financial Review and Prospectd’aur audited consolidated financial statementsnnégg on page F-1.

The consolidated income statement data for eatieahree years in the period ended December 34, ZD05 and 2006 and the
consolidated balance sheet data at December 3%,8102006 set forth below have been derived fand,are qualified in their entirety by
reference to, our audited consolidated financetiesbents and notes thereto appearing elsewhemgsiartnual report. Our audited
consolidated financial statements as of and foytsrs ended December 31, 2005 and 2006 have begared in




accordance with IFRS, which differs in certain #igant respects from U.S. GAAP. See Note 29 anteNs® to our consolidated financial
statements. The principles of consolidation areesd in Note 2 to our consolidated financial staénts.

The following table presents selected consolidéitethcial data of Endesa, S.A. in accordance vARS for the periods indicated:

Year Ended December 31
2004 2005 2006
(millions of euros, except share
and ADS data)

CONSOLIDATED INCOME STATEMENT DATA

Net sales 13,50¢ 17,50¢ 19,637
Profit before tax and minority intere 2,013 4,547 4,80%
Net income of the parent compa 1,25z 3,182 2,96¢
Dividends 782 2,541 1.73€
Net income per ordinary share or ADS 1.19 3.01 2.8C
Dividends per ordinary share or ADS (euro) 0.738¢ 2.40C 1.640(
Dividends per ordinary share or ADS($)(2) 0.999¢ 2.8421 2.164:
Basic and diluted net income per ordinary shar&@$(1) 1.19 3.01 2.80
Weighted average number of ordinary shares outistgr{uh
thousands 1,058,75. 1,058,75. 1,058,75:
At December 31,
2005 2006

(millions of euros)

CONSOLIDATED BALANCE SHEET DATA

Utility plant, net 32,31:  33,71¢
Total asset 55,365 54,08¢
Long-term debi 18,587 20,487
Equity of minority interest 4,737 4,64~
Equity of the parent compat 11,59C 11,291

(1) Per ordinary share and per ADS data have been dechpased on the weighted average number of oydgteares outstanding for the
periods presented. Each ADS represents one ordsharng.

(2) Inrespect of the years indicated.
(3) Computed using the noon buying rate for U.S. dsltar December 31 of each of 2004, 2005 and 200guignoses of such years.




The following table presents selected consolidéitexhcial data of Endesa, S.A. in accordance witB. GAAP for the periods indicate

CONSOLIDATED INCOME STATEMENT

Year Ended December 31

2002 2003

2004

2005

2006

(millions of euros, except per share and ADS dat:

DATA
Net sales 11,05¢ 10,75C 13,29C 17,491 19,58(
Profit before tax and minority intere 1,72¢ 2,58¢€ 2,31€ 4,02¢ 4,911
Net income 1,50C 1,40C 1,454 2,75¢ 2,91€
Net income per ordinary share or ADS 1.42 1.32 1.37 2.6C 2.75
Basic and diluted net income per ordinary share or
ADS(1) 1.42 1.32 1.37 2.6C 2.75
At December 31,
2002 2003 2004 2005 2006
(millions of euros)
CONSOLIDATED BALANCE SHEET DATA
Utility plant, net 22,46( 24,43( 26,46¢ 29,65( 31,65¢
Total asset 43,68t 44,85 47,352 54,74z 53,42
Long-term debt 20,141 19,26z 19,34/ 18,587 20,487
Minority interests 1,70¢ 3,012 3,67€ 4,482 4,43C
Stockholder equity 8,12¢€ 8,73¢ 9,37 12,01C 11,77¢

(1) Per ordinary share and per ADS data have been dechpased on the weighted average number of oxdgteares outstanding for the
periods presented. Each ADS represents one ordsharng.

Exchange Rates
The noon buying rate for the euro on May 31, 200838 %1.3453 = € 1.00.

The following tables set forth, for the periods alades indicated, certain information concernirgribon buying rate for euro expressed
in U.S. dollars per euro.

Noon Buying Rate

Calendar Period Period End Average(1) High Low

Year ended December 31, 2002 1.048¢ 0.949¢ 1.0485 0.859¢
Year ended December 31, 2C 1.2597 1.1411 1.2597 1.0361
Year ended December 31, 2C 1.353¢ 1.247¢ 1.362t 1.1801
Year ended December 31, 2C 1.184: 1.240C 1.347¢ 1.1667
Year ended December 31, 2C 1.3197 1.2661 1.3327 1.250z

(1) The average of the noon buying rates on the lgsbflaach month during the relevant period.

Noon Buying Rate

Calendar Period Period End High Low

Month ended November 30, 2006 1.3261 1.3261 1.270¢
Month ended December 31, 20 1.3197 1.3327 1.307:
Month ended January 31, 20 1.298¢ 1.328¢ 1.290¢
Month ended February 28, 20 1.323( 1.324€ 1.293:
Month ended March 31, 20( 1.337¢ 1.337¢ 1.309¢
Month ended April 30, 200 1.366( 1.366C 1.336¢
Month ended May 31, 20C 1.345: 1.361€ 1.341¢




Unless otherwise indicated, where this annual tgpawvides translations into euro of amounts demareid in or resulting from
transactions effected in currencies other tharethie, the conversion has been effected at theaeleaxchange as published by the Spanish
Central Bank.

Our ordinary shares are quoted on the Spanish stadkanges in euro. Currency fluctuations may affex dollar equivalent of the euro
price of our ordinary shares listed on the Spasishk exchanges and, as a result, the market giricer American depositary shares (ADSSs),
which are listed on the New York Stock Exchangeréncy fluctuations may also affect the dollar amtsueceived by holders of American
depositary receipts (ADRs) on conversion by theod#pry of cash dividends (if any) paid in eurotbe underlying ordinary shares.

Our consolidated results are affected by fluctuetibetween the euro and the currencies in whichethenues and expenses of our
consolidated subsidiaries are denominated (pritlgifge Chilean peso, the Colombian peso, the Atigerpeso, the Brazilian real, the
Peruvian nuevo sol and the U.S. dollar). See “ltdmQuantitative and Qualitative Disclosures alidatket Risk”.

B. CAPITALIZATION AND INDEBTEDNESS
Not applicable.

C. REASONS FOR THE OFFER AND USE OF PROCEEDS
Not applicable.

D. RISK FACTORS
Risks Related to Our Business and Industry

Our business is conducted in an environment in lvBidernal factors exist that can influence thegypes of our operations and the
achievement of the business plans provided, asaseaif our economic results. The primary risks tzet affect our operations are as follows :

Our operations are subject to extensive governmegulation, and our inability to comply with existg regulations or requirements
or changes in applicable regulations or requiremamnay have an adverse effect on our business, fziahcondition and results of
operations.

Our operating subsidiaries are subject to extengigalation of tariffs and other aspects of th@emtions in Spain and in each of the
other countries in which they operate. While weiareubstantial compliance with applicable laws eggllations, we remain subject to a
varied and complex body of laws and regulations tlesh public officials and private parties maylséeenforce. The introduction of new
laws or regulations, or changes in existing lawsegulations, could have a material adverse effeciur business, financial condition and
results of operations.

In particular, under Spanish law, pursuant to R@e&dree Law 5/2005, if the aggregate costs of kbetricity system, as calculated by
the Spanish authorities for a given year, exceediggregate amount of the electricity tariffs lilte end customers, certain companies,
including Endesa, must finance this deficit by paya sum, which is fixed by regulation, equal te difference between (i) these overall ci
and (ii) the aggregate amount of the tariffs billedhe end customers (such difference being &f‘teficit”). In the case of Endesa, our
parent company is required to finance 44.16% otahié deficit through income from regulated adtiies.

The tariff deficit exists because certain expemselsided in the overall costs, above all the céstawer purchased on the wholesale
market, are determined in a competitive market,red®the Spanish government sets the electriciffstaConsidering the legal nature and
the background of this financing, we have the rightomplete recovery of the amount financed, bistmecessary for the government to




establish a specific repayment procedure. Such, figlwever, could be affected by future regulatginges by the Spanish government.

For the purpose of reducing the tariff deficit, Bebruary 24, 2006, the government approved Royatd2e aw 3/2006, which modifies
the order matching process in the day-ahead aratdaty markets such that, as of March 3, 2006etieegy acquired by electricity
distribution companies is offset by the sales et&ilcity by electricity generation companies ie tirdinary regime, when such companies are
within the same industrial group. The price thdt baé used to settle these sales and purchasesveititually be set by the Spanish
government as a function of prevailing market m@jdsut provisionally such price has been fixed 4285/MWh. The presence or absence of
a tariff deficit for 2006 and the value of suchidéfwill depend on the fixing of this price. In Bember 2006, Royal Decree 1634/2006 set the
provisional price used to settle such sales andhaises in 2007 as more closely linked to the mamiieg of electricity on a daily basis. See
“ltem 5.B. Business Overview—Regulation—Regulatiospain and Portugal—Establishment of Electridigyiffs for 2007".

In addition, for purposes of the tariff deficit calation, proceeds from sales of electricity byctieity generation companies in the
ordinary regime must be reduced in an amount equalke market value of the COemission allowances that were allocated for fregen the
2006/2007 Spanish National Plan for Allocation (tBpanish NAP”). For purposes of the tariff defici#tlculation between January 1, 2006
and March 2, 2006, there was a reduction, for @aaistrial group, of the tariff deficit to which slu group is entitled in an amount equal to
the market value of emission allowances grantesiah industrial group in this period.

As of the date of this annual report, the Span@regiment has not set the final price to be appbeshles of electricity from the
generation company to the distribution company,theramount to be deducted from the generatiomiesafter reflecting the effect of
internalization in the electricity prices of théoghation of free CQ emission allowances.

Endesa has analyzed the different outcomes th&d beuderived from a reasonable interpretationlidha information available
regarding Spanish regulation in general and Royalr® Law 3/2006, the draft Ministerial Order fmplementation of the decree and the
National Energy Commission Report on the draft tigiial Order, in particular. In our consolidatethhcial statements for the year en
December 31, 2006, we used the provisional pricg4#.35/MWh for the sale of electricity by the gestion company to the distribution
company assimilated to physical bilateral contraatsl our revenues have decreased by € 121 millierto COQ; emission allowance
deductions required by Royal Decree Law 3/2006.

Endesa believes that our consolidated financigéstants for the year ended December 31, 2006 rmprés best estimate of the effects
of Royal Decree 3/2006 on the Company with therimfation that it has available as of the date of #minual report. It does not foresee any
changes to the price applied to sales of eleagtricider Royal Decree 3/2006, when the final pricé the amount deducted from generation
revenues after reflecting the effect of internaligthe allocation of free C® emission rights iectlicity prices are finally determined by the
Spanish government, as having a material effectusrconsolidated financial statements for the yemted December 31, 2006. We cannot
assure you that our interpretation of the curregtifation in Spain, and the Royal Decree Law 3/2@Qgarticular, as applicable to 2006, will
be the same as the interpretation carried out laniSp regulators.

Our operations are subject to extensive environnamegulation, and our inability to comply with egting environmental regulations
or requirements or changes in applicable environntahregulations or requirements may have a materalverse effect on our business,
financial condition and results of operation:

We and our operating subsidiaries are subjectwo@mmental regulations, which, among other thingguire us to perform
environmental impact studies on future projecttitain regulatory




licenses, permits and other approvals and to comvjilythe requirements of such licenses, permitsragulations. As with any regulated
company, we cannot assure you:

« that these environmental impact studies will berapgd by governmental authorities;
« that public opposition will not result in delaysmpdifications to any proposed project; or

« that laws or regulations will not change or beripteted in a manner that increases our costs opliante or adversely affects our
operations or plants or our plans for the compainieghich we have an investment.

In recent years, statutory environmental requirdsibave been becoming stricter both in Spain ankdarEU. Although we have been
making the necessary investments to comply withldggislation, the future direction of environmémegulation and enforcement thereof
may have a material adverse effect on our busifiessicial condition and results of operations.

In particular, we must comply with the requiremerdstained in the National Allocation Plan, appmbby Royal Decree 1866/2004,
whereby our results of operations could be affeeidter by the price of the emission allowancebyoa shortage of allowances in the market.
We believe that in light of the final assignmentights for our installations, we will continuelb@ a net purchaser of emission rights unde
Spanish NAP in the short-to-medium term.

A significant amount of the energy we produce inrtan markets is subject to market forces that maffect the price and amount of
energy we sell.

We are exposed to market price risk and marketahibiiy risk for the purchase of fuel (includingdl oil, coal and natural gas) used to
generate electricity and the sale of a portiorhefdlectricity that we generate. We have entereddamg-term revolving fuel supply contracts
in order to provide for the secure supply of fu@ldur generation activities in Spain. We have atseveral natural gas supply contracts
which include “take or pay” clauses. These consraietve been established by considering reasongpteheses of our future needs.
Significant deviations from these hypotheses ctedd to the obligation to purchase more fuel themeed.

Because the prices under these contracts arexedt, five actively manage the market price risk irgdatio our fuel requirements. We
manage our long-term exposure to these risks tireagous means, including through the use of difietypes of contracts, indexing the
prices at which we procure our supply end pricesfectricity (generating) or sales prices (markg)j and through contractual clauses
requiring periodic renegotiation of prices. Oves #hort- and medium-term, fluctuations in the @iaewhich we acquire our supply of fuel
are managed through specific risk management tgetserally through derivatives. Despite the faat indesa actively manages these risks,
there can be no assurance that this managemerlivilhate all of the market price risks relatilgour fuel requirements or the market
availability risks relating to unexpected supplgtrietions of certain fuels in certain markets.




Our business may be affected by climatic and hydgital conditions.

Our operations involve hydroelectric generation,amtordingly, we and our Latin American affiliatg® dependent upon hydrological
conditions prevailing from time to time in the bdogeographic regions in which our hydroelectriceyation facilities are located. If
hydrological conditions result in droughts or otbenditions that negatively affect our hydroelactreneration business, our results of
operations could be materially adversely affecéadhe same time, the electricity business is affedy atmospheric conditions such as the
average temperatures that influence consumption.

Our financial condition and results of operations ay be materially adversely affected if we do nffeetively manage our exposure
interest rate and foreign currency exchange ratski

We are exposed to various types of market riskénrtormal course of business, including the impédatterest rate changes and foreign
currency exchange rate fluctuations. For this neaae actively manage these risks to avoid thesrigkving a significant impact on our res
of operations.

Interest rate risk

Changes in interest rates modify the value in @eahomic terms of assets and liabilities refererioefixed interest rate, as well as the
future cash flows relating to assets and liabgitieferenced to a variable interest rate. The tibgeof interest rate risk management is to
balance the debt structure to minimize the coshe®fdebt over time and reduce volatility in our sdidated income statement. From time to
time, we hedge our interest rate exposure throghuse of derivatives.

Exchange rate risk
Our foreign currency exchange rate risks arisecigally through:

» Debt denominated in foreign currencies incurredhgesa and its affiliates;
« Payments made on international markets for thehyase of energy-related materials; and

* Revenues and expenses of our Latin American aé#ia the particular local currency of each conypan, in specific cases, the U.S.
dollar.

In addition, we are subject to foreign currencylage risk when we convert, as part of our conatd process, the financial
statements of companies in which we have an irteregse operating currency is not the euro. In otdenitigate foreign currency exchange
rate risk, we have entered into exchange swapsafolis and options and try to achieve a balancedetwash collections and payments
denominated in foreign currency.

Our risk management strategies may not be sucdelsfuever, in limiting our exposure to changefierest rates and foreign currency
exchange rates, which could adversely affect osimass, financial condition and results of operetio

Liquidity risk
Endesa maintains a liquidity policy consisting nfeging into committed credit facilities and temaigyr financial investments in amounts
sufficient to support projected needs for a petit is a function of an analysis of the situatol expectations of the debt and capital

markets. Our risk management strategies may nstibeessful, however, in limiting our liquidity riskhich could adversely affect our
business, financial condition and results of openat




Credit risk

Endesa’s credit risk is not very significant sitise average collection period for receivables rywhort and cash placements or
derivatives contracts are made with highly sohamnttties, while a large part of the loans we haanted are to personnel and to related
companies. Despite this, we cannot assure yousifugtions will not arise in which, due to finada#ficulties or differences in contract
interpretation, there may be difficulties in recomg on certain accounts receivable.

Construction of new facilities may be adverselyeffed by factors commonly associated with such gctg.

The construction of power generation, transmissiath distribution facilities can be time-consumimgl dighly complex. In connection
with the development of such facilities, we musterally obtain government permits and approvalteranto land purchase or lease
agreements, equipment procurement and construmtioinacts, operation and maintenance agreemeetssdpply and transportation
agreements, off-take arrangements and obtain mrffiequity capital and debt financing. Factorg thay affect our ability to construct new
facilities include:

« delays in obtaining regulatory approvals, includemyironmental permits;
» shortages or changes in the price of equipmengniad or labor;

» opposition of political and other interest groups;

» adverse changes in the relevant political and e¢go} environments;

» adverse weather conditions, which may delay theptetion of power plants or substations, or natdisasters, accidents or other
unforeseen events; and

« the inability to obtain financing at rates that aagisfactory to us.

Any of these factors may cause delays in compleifoatommencement of operations of our construgtimjects and may increase the
cost of contemplated projects. If we are unablecimplete the projects contemplated, the costsiiedun connection with such projects may
not be recoverable.

We could be subject to environmental and other ligkes in connection with our operations.

We face environmental risks inherent in our operaj including those relating to the managememtasite, spills and emissions of our
generation facilities, particularly nuclear powéaris. Accordingly, we may be subject to claimsdavironmental and other damages in
connection with our power generation, distributiord transmission facilities as well as our coalingractivities.

We are also subject to risks arising from the ojp@naf nuclear facilities and the storage and Hfiagdf low-level radioactive materials.
Spanish law and regulations limit the liabilityrafclear plant operators for nuclear accidents. $indts are consistent with the international
treaties ratified by Spain. Spanish law provides the operator of each nuclear facility is liafdleno more than € 150.3 million as a result of
claims relating to a single nuclear accident. Qateptial liability relating to our interests in daar facilities is fully covered by third-party
liability insurance for liabilities up to € 150.3iliion. Our potential liability with respect to dation or other damages to third parties or third-
party assets is similarly insured up to € 150.3iom! If we were subject to liability for environmtal and other damages in connection with
our operations (other than our nuclear operatifarsymounts in excess of our insurance coverageyitd have a material adverse effect on
our business, financial condition and results adrafions.




The liberalization of the electricity industry irhe European Union has led to increased competitamd lower prices.

The liberalization of the electricity industry ine European Union (including the countries in whighare present, such as Spain, Italy,
France and Portugal) has led to increased compets a result of consolidation and the entry of nerket participants in European Union
electricity markets, including the Spanish eledlyimmarket. The liberalization of the electricitydustry in the European Union has also led to
lower electricity prices in some market segmenta eessult of the entry of new competitors and ctumsler energy suppliers and the
establishment of European electricity exchanges;twin turn has led to increased liquidity in theatricity markets. This liberalization of t|
electricity market requires that diverse areasuwsfiusiness develop in a more competitive envirartmiéwe are not able to adapt to or
manage adequately this competitive market, oumigssi, financial condition or results of operatioright be adversely affected.

Risks Related to Our Latin American Operations
Our Latin American subsidiaries are subject to anety of risks, including economic downturns and fitical risks.

Our operations and investments in Latin Americaexmosed to various risks inherent in operatingiamesting in Latin America,
including risks relating to the following:

« changes in government regulations and adminisegolicies;

« imposition of currency restrictions and other raistis on movements of funds;

« changes in the business or political environmenthich we operate;

« economic downturns, political instability and cidisturbances affecting operations;
e government expropriation of assets;

« exchange rate fluctuations; and

« restrictions in the availability of certain fuels.

In addition, revenues from operations of our L&imerican subsidiaries, their market value and ikigends collected from these
subsidiaries are exposed to risks in the counimi@eghich they operate, which may materially andeadely affect demand, consumption and
exchange rates.

We cannot predict what result any further detetiorein economic and political conditions in Latkmerica, or other legal or regulatory
developments relating to the countries in whichoperate in Latin America, could have on our bussnéeancial condition or results of
operations.

Operational Risks
Our activities could be subject to human or techaglcal error.

In the course of our operations, direct or indilesses could be caused by inadequate interna¢gses, technological flaws, human
error or as a result of certain external eventg ddntrol and management of these risks, in pdatithose that affect the operations of our
generation and distribution plants, are based equate development and training of personnel anti@existence of operational procedu
preventative maintenance plans and specific progupported by quality control systems, which mimérthe possibility of the occurrence
and impact of these risks. A failure of these risknagement procedures could have an adverse impactr business, financial condition ¢
results of operations.
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Other Risks
We are a party to litigation and other proceedintpgat may affect us.

We are subject to legal proceedings regarding osiness, including tax and other disputes with laguy authorities. See “Item 8.
Financial Information—Consolidated Statements attteOFinancial Information—Legal Proceedings”. We also subject to tax audits and
may be subject to additional claims in the futdétkhough we believe that we have recorded provisithrat were reasonable in light of our
legal contingencies as of December 31, 2006, weatassure you that we will prevail in any of tegdl proceedings in which we are
involved or may be involved in the future or thayadverse decision would not have a material agveifect on our business, results of
operations and financial condition.

We are subject to a takeover bid.

On February 27, 2006, tli@omisién Nacional del Mercado de Valof#ise “CNMV”) authorized Gas Natural SDG, S.A., a8jsh
natural gas company (“Gas Natural”), to launch blipiender offer for all of the outstanding sharegresenting the capital stock of Endesa,
S.A. Both the Madrid Commercial Court No. 3 and $panish Supreme Court enjoined Gas Natural’s aoffider different proceedings we
initiated against Gas Natural. Both injunctions evsubsequently lifted. On February 1, 2007, Gasifdhatvithdrew its tender offer.

Pursuant to the Law of Civil Judgment, we were megilto present an estimate of the damages ordagsenay incur or that may be
incurred by the companies affected by the injumcti’e were required to post € 1,000 million as adolating to these possible damages or
losses. The bond was accepted by both courts sbédred by both proceedings and the bond’s effeete ®xtended to both proceedings.
Neither the estimate nor the amount of assets gpogtedetermine the existence or quantity of euahidamages or losses that coulc
derived from those proceedings.

On March 26, 2007, Acciona, S.A. (“Acciona”) andeES.p.A. (“Enel”) entered into a cooperation agneat to launch a joint tender
offer for all of the outstanding ordinary shared &DSs of Endesa and to implement a joint managépreject for Endesa under the
leadership of Acciona pursuant to the terms andlitions set forth in the cooperation agreement.

On April 2, 2007, E.On A.G. (“E.On"), a German eg¢company which had launched its own tender affeFebruary 21, 2006 for all
of the shares of capital stock of Endesa, AcciamthEenel entered into an agreement to settle tlo@iflicts and to agree on certain matters
relating to Endesa. Among other agreements AccaoibEnel have undertaken to cause certain assetsdesa to be transferred to E.On
subject to prior acquisition of control of EndesaAxciona and Enel.

In furtherance of their cooperation agreement, pnilA1, 2007, Acciona and Enel, through its sutasidEnel Energy Europe S.r.L.
(“Enel Energy”), announced a joint tender offer &irof the outstanding ordinary shares and ADSErafesa. The offer consists of € 41.30 in
cash for each ordinary share and ADS of Endesaoffaeis pending regulatory approvals and authaiins, and its completion is subject to
the conditions that (i) the ordinary shares and ADBSEndesa tendered in the tender offer, togetitarany shares already held directly or
indirectly by Acciona and Enel, represent more t6@% of the share capital of Endesa; and (ii) l=fbe end of the tender offer period,

(a) Endesa’s General Shareholders Meeting sha#l passed certain resolutions amending article8B3238 and 42 of Endesa’s bylaws, and
(b) such resolutions shall have been registerel thiéd Madrid Commercial Registry.

The final outcome of the existing tender offer @9% of Endesa’s capital could bring about a charfgentrol in Endesa. The financial
policy that could be adopted in that case by th#rotling shareholders could have an impact on Badfinancial standing.
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Endesa and its subsidiaries have loans or othandial agreements with financial institutions tbatild be accelerated if Acciona and
Enel acquire control of Endesa as a result of thielir Approximately $176 million in bank loans wdlde subject to prepayment if a chang
control at Endesa occurs, and another approxim&tdB3 million in derivative contracts could be elecated if, as a consequence of the
change of control, there is a significant reductioiEndesa’s credit rating.

In addition, if the said tender offer is successifiudl, as a result of the agreement entered intecleet E.On, Acciona and Enel on April 2,
2007, certain assets of Endesa are transferred>io &nd, in the event that the said assignmenifiigntly and adversely affects Endesa’s
solvency, loans in the amount of approximately2€ fillion arranged by Endesa with the Europeams$twment Bank could become
immediately due and payable.

Furthermore, as a result of these tender offerdjave accrued a series of expenditures relatitiget@ost of handling the various issues
raised by the potential takeovers, in the inteoéstrotecting the Company and its shareholders.chis¢s incurred from September 2005
through the date of this annual report have rea€net million, of which 88 million were accrued in fiscal years 2005 an@&®Dependin
on the evolution of this process, it is possibk these costs could increase.

As a consequence of the above and other factgrsfisant uncertainty exists as to the eventualltesf the takeover bids, and we can
identify to what extent the takeover bids will afféoth the market price as well as the liquiditypor ordinary shares and ADSs, as well as
the securities of our subsidiaries on the secsritiarkets on which they are admitted to trading niiaintenance of our dividend policy as \
as the activity, financial position or results ofr @perations.

We are a party to agreements with change in confrabvisions.

We and our affiliates are parties to certain barak and other financing arrangements, which macbelerated if a third party acqui
control of Endesa. Approximately $176 million innidoans would be subject to prepayment if a changentrol of Endesa takes place, and
a further € 493 million in derivatives contractsulebbe called in early upon a change in contrdtnfiesa if Endesa’s credit rating is reduced
significantly. Moreover, approximately®1 million in loans made by the European InvestnBamk to Endesa would accelerate as a res
the Endesa asset divestitures that Enel and Actiane agreed with E.On, as disclosed in their Speteinder offer prospectus, and the
divestitures required to comply with regulatory ditions, in the absence of consent by the bankekeeation of these financing arrangeme
could have a material adverse effect on our busjrigmncial condition or results of operations.

Forward-looking statements contained in this annuadport may not be realized.

We have made forward-looking statements in thisiahreport that are subject to risks and unceitEnThese forward-looking
statements relate to, among other things:

e our strategic plan, including our anticipated calpixpenditures and divestitures;

« trends affecting our business, financial condittomesults of operations, including market tremdthie Spanish energy sector and the
impact of regulations on the energy sector;

* supervision and regulation of the Spanish, Euroeahlatin American electricity sector;
* our exposure to various types of market risks, siscimterest rate risk and foreign exchange rake ri
* anticipated changes in foreign currency exchanggsra

« our proposed dividend payout rate;

12




* macroeconomic growth and inflation in Latin Ameraxad the region’s growth potential in terms of aafyaand consumption of
electricity; and

* expansion opportunities and potential future adfjois or dispositions in developed and emergingkets.

These statements reflect our current expectatiimsy are subject to a number of risks and unceigginncluding, but not limited to:
« the eventual result of the Enel and Acciona offeai¢quire all of our ordinary shares and ADSs;

* an inability to access the debt or equity capitafheats;

 our ability to find interested buyers who will pagceptable prices for assets expected to be dijeste

* anincrease in the market interest rates;

« adverse changes in currency exchange rates;

» adverse decisions by regulators in the Europeanr)i8pain, Italy, Chile, Argentina or elsewhere;

« general macroeconomic conditions in the marketsevhe generate and distribute electricity;

 the effect of new pronouncements from the Inteamati Accounting Standards Board regarding Inteomati Financial Reporting
Standards;

« our ability to implement successfully our plan afjectives for our subsidiaries;
« the impact of fluctuations in fuel and electrigisices;

< our ability to maintain a stable supply of fuel;

« our ability to manage the risks involved in theefgoing; and

« other factors described in this annual reportuditig, but not limited to “Item 4. Information ohe Company—Business Overview—
Regulation” and “Item 5. Operating and Financialiees and Prospects”.

In light of the many risks and uncertainties, ybowd understand that we cannot assure you thdbttard-looking statements
contained in this annual report will be realizede Wsclaim any responsibility or obligation to uflar revise any forwarlboking statemen
in this annual report including, without limitatioany modifications to our strategic plan, our siweent plans or due to supervening causes.
You are cautioned not to put undue reliance onfarward-looking statements.

ITEM 4. INFORMATION ON THE COMPANY
A. HISTORY AND DEVELOPMENT OF THE COMPANY

We are a limited liability companyspciedad an6nimpaorganized under the laws of the Kingdom of Sp@iur ordinary shares are
publicly traded on the Madrid, Barcelona, Bilbaa &falencia stock exchanges and the Santiago OffeéSBtmck Exchange in Chile, and our
ADSs are listed on the New York Stock Exchange.Weee formed under the laws of Spain on Novembed 284 as “Empresa Nacional de
Electricidad, S.A”. and changed our name to Endgs&, by resolution of the shareholders’ meetinduwide 25, 1997. Our principal executive
office is located at Ribera del Loira, 60, 28042dvid, Spain, and our telephone number is (34 9B8)00. Our agent for service of process
in the United States is Endesa North America, #tQ Park Avenue, Suite 410, New York, NY 10022.
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Public Tender Offers

On March 6, 2007, after obtaining regulatory appis¥rom the Spanish Council of Ministers and tiM3/, the Spanish securities
regulator, as well as registration with the SECs GBlatural commenced an exchange offer for all efdtstanding ordinary shares and ADSs
of Endesa, S.A. Gas Natural's offer consisted afstderation of € 21.30, € 7.34 in cash and 0.568 réwly-issued ordinary share or ADS of
Gas Natural, in exchange for each ordinary shatle?®sS, as applicable, of Endesa, S.A. On April@0& Madrid Commercial Court No. 3
suspended Gas Natural’s offer pending the outcdradawsuit by Endesa against Gas Natural and tbixdS.A. alleging violations of
European Commission competition law in connectidth @as Natural’'s offer. Separately, Endesa appeale Spanish Council of Ministers’
antitrust authorization of the Gas Natural offed am May 10, 2006, the Spanish Supreme Court teanipposuspended the authorization until
the Court considered Endesa’s claim and rendedegtigion. We were required to post € 1,000 milliwhijch was accepted by both courts for
both proceedings, as a bond relating to the pasdidnnages or losses that could have been incuyrdtelcompanies affected by the
suspensions.

On February 21, 2006, E.On announced a tender lojfés wholly owned subsidiary, E.On Zwdlfte Veftumgs GmbH, for all of the
outstanding ordinary shares and ADSs of Endesa,l5@n’s offer consisted of € 27.50 in cash forreardinary share and ADS of Endesa.
On February 21, 2006, the Board of Directors ofésadissued a preliminary response to E.On’s anmaoloifer, stating that the price offered
by E.On clearly exceeded that offered by Gas Nhhuisstill failed to reflect Endesa’s real val@n April 25, 2006, the European
Commission granted unconditional antitrust apprewdt.On. On September 25, 2006, E.On announcédt intended to increase the
consideration in its offer to at least €35.00 isltéor each ordinary share and ADS of Endesa. Aldaining regulatory approval from the
CNMV as a competing tender offer to Gas Naturais B.On commenced its offer on November 16, 2@8&ring consideration of € 25.405
in cash ( €7.50 less the dividend paid by Endesa) for eadmary share and ADS of Endesa. On November 216,26@ Board of Directot
of Endesa adopted a resolution indicating tha&t@n offer was fair according to its terms.

On September 25, 2006, Acciona reported to the CNIMd/acquisition of Endesa shares representingdf@fdesa’s share capital,
bought at the price of € 32 per share. Subsequektlyiona increased its stake in Endesa to 21.@38d-ebruary 27, 2007, Enel S.p.A.
(“Enel”), an Italian energy company, reported te @NMV the acquisition of Endesa shares represg®ti®9% of Endesa’s share capital,
bought at the price of € 39 per share. Subsequédriyl indirectly increased its stake in Endesaubh equity swaps for a total beneficial
ownership in Endesa of 24.973%.

On February 1, 2007, Gas Natural withdrew its temdfer for the ordinary shares and ADSs of End@se. legal proceedings regarding
the Gas Natural bid are still ongoing and the bitvad Endesa has posted in those proceedingslisugstanding. On February 2, 2007, in
compliance with Spanish regulations regarding camgeender offers, E.On’s sealed final offer was@unced at € 38.75 in cash for each
ordinary share or ADS of Endesa. On February 6720 Board of Directors of Endesa valued the seofrthe E.On current offer favorably.
After obtaining approval from the CNMV, E.On incsea the consideration paid in its tender offer #9€n cash for each ordinary share and
ADS of Endesa on March 26, 2006.

On March 26, 2006, after E.On announced the inergmsonsideration to be paid in its offer, Enal &tciona announced that they had
reached an agreement on the joint management afdarahd that they would launch a tender offertferardinary shares and ADSs of
Endesa, with consideration of at least € 41 foheadinary share or ADS of Endesa, in the everttldss than 50% of Endesa’s shareholders
accepted the E.On tender offer. On April 2, 200QrE Enel and Acciona announced that they had szhah agreement in the event that less
that 50% of Endesa’s shareholders accepted the ter@er offer. In such an event, E.On would forgnalithdraw its tender offer and Enel
and Acciona would
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launch their tender offer for the ordinary shamed ADSs of Endesa. If the Enel/Acciona tender offas successful and the two companies
gained control of Endesa, Enel and Acciona woulddogiired to sell certain Endesa assets to E.On.

On April 10, 2007, the CNMV announced that the Et@rder offer had failed, as only 6.01% of Endesh&eholders accepted the
tender offer and E.On did not waive the tenderraffandition that the tender offer be accepted Hgast 50.01% of Endesashare capital. C
April 11, 2007, Enel Energy, an Italian electriexquany and a subsidiary of Enel, and Acciona filedquest with the CNMV for
authorization of a joint tender offer for all ofetloutstanding ordinary shares and ADSs of Endesejsting of consideration of € 41.30 in
cash for each ordinary share and ADS of Endesatéider offer would be conditioned on (i) the oedinshares and ADSs of Endesa
tendered in the tender offer, together with anyehalready held directly or indirectly by Acciomad Enel, representing more than 50% of
the share capital of Endesa; and (ii) before tlieadrihe tender offer period, (a) Endesa’s Genshareholders Meeting passing certain
resolutions amending articles 32, 37, 38 and &2mafesa’s bylaws, and (b) such resolutions becomngigistered with the Madrid Commercial
Registry. Also on April 11, 2007, Endesa’s Boardifectors announced that it had taken note ofatitledrawal of the E.On tender offer and
the request by Enel and Acciona for authorizatmtatinch a tender offer for ordinary shares and &bfSEndesa and that the Board of
Directors would announce its recommendation regarttie Enel/Acciona tender offer at the approptiate and in the appropriate form in
the event the tender offer is authorized by the GNWhe Enel/Acciona tender offer is currently irethrocess of administrative authorization
by the CNMV.

B. BUSINESS OVERVIEW
Overview

We are the largest electricity company in Spaiteims of installed capacity and market share imtaad generation (33.9%),
distribution (43.1%), deregulated market (55.6% aales to final customers (43.6%), with a presémdgly, France, Portugal and North
Africa, and one of the largest private electricigmpanies in Latin America. Our core business &@n We are also involved in activities
related to our core energy business such as retewaérgies and cogeneration and distribution apglg of natural gas.

Our electricity business is principally focused®pain and Portugal, the Southern European regmtu@ing Italy and France) and La
America.

At December 31, 2006, we had a total installed ciapaf 47,113 MW, and in 2006, we generated 186,&Wh and sold 220,299 GWh,
supplying electricity to approximately 22.7 millieastomers in 15 countries. At that date, we ha@s®employees, 52.7% of whom were
located outside Spain and Portugal, and our tesdta amounted to approximately € 54 billion, 44df%hich were located outside Spain
and Portugal.

The following table sets forth our total installegpacity by the three major lines of business, éasied on a geographic area, at
December 31, 2004, 2005 and 2006.

Installed Capacity

2004 2005 2006
Installed Installed Installed Percentage
Capacity Capacity Capacity Change (05/06
(in MW) (in MW) (in MW)
Spain and Portugi 22,50¢ 22,41¢ 23,021 2.7%
Other countries in Eurof 9,294 9,397 9,77¢ 4.0%
Latin America 14,052 14,09t 14,317 1.6%
Total installed capacity 45,85( 45,90¢ 47,11¢ 2.6%
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The following table sets forth our production oéaticity by the three major lines of business helaased on a geographic area, for the
periods indicated.

Production
Percentage
2004 2005 2006 Change (05/06
(inGWh)  (in GWh)  (in GWh)
Spain and Portugi 95,67¢ 93,62¢ 88,80¢ (5.1)%
Other countries in Eurog 25,05¢ 33,74¢ 35,57¢ 5.4%
Latin America 55,10¢€ 57,89( 62,02¢ 7.1%
Total installed capacity 175,83¢ 185,26+ 186,41 0.6%

The following table sets forth our sales of eleityi by the three major lines of business, eacketh@s a geographic area, for the periods
indicated.

Sales
Percentage
2004 2005 2006 Change (05/06
(inGWh)  (inGWh)  (in GWh)
Spain and Portugi 96,731 100,86¢ 109,417 8.5%
Other countries in Eurog 32,172 47,221 52,60¢ 11.4%
Latin America 52,31 55,24¢ 58,281 5.5%
Total installed capacity 181,217 203,33t 220,29¢ 8.3%

The breakdown of net sales by the three major lifidmisiness, each based on a geographic arethefperiods indicated is as follows:

Market 2004 2005 2006
(millions of euros)
Spain and Portugal 6,655 8,761 9,52(C
Italy 1,66E 2,16€ 2,737
France 265 848 1,03€
Rest of Europe 627 584 417
Europe (other than Spain and Portugal) 2,557 3,59¢ 4,19C
Chile 1,10C 1,813 2,29€
Argentina 512 606 760
Brazil 1,42¢ 1,445 1,465
Colombia 761 815 890
Peru 496 472 518
Latin America 4,297 5,14¢ 5,927
Total 13,50¢ 17,50¢ 19,637

Our Core Business
Electricity and Gas

Our electricity business is conducted in SpainRardugal, the rest of Europe and Latin America. @as business is conducted in Spain
and Portugal.
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Spain and Portugal
Spain

Electricity Generation and Distribution. We are the leading electricity generator anttiigtor in Spain with an approximately 38.1%
market share in generation in ordinary regime eéd% market share in distribution at December 8062 We operate hydroelectric, nucle
coal, fuel oil and gas generating facilities wittotal installed capacity in Spain of 21,849 MWDatcember 31, 2006 and a total net gener
of 86,332 GWh in 2006. In 2006, we sold 71,599 Gi/approximately 10.0 million regulated customeses. (those who have not chosen to
contract with suppliers) in Catalonia, Andalusiaagon, the Balearic Islands, the Canary Islandss pé Extremadura, Ceuta and Melilla. In
2006, Endesa Energia sold 33,534 GWh to 1,074,60figpof consumption corresponding to deregulatesiamers.

Renewable Energies and CogeneratioM/e operate under the “special regime” througdsa Cogeneracion y Renovables, S.A.
(ECyR). The companies in which we participate paedli0.9% of the total special regime output in 8pat December 31, 2006, we had
ownership interests in facilities in service or andonstruction, which had a total installed cagyazi 1,931 MW in Spain, an additional 289
MW of capacity in Portugal, and an additional 36 NtWColombia and Mexico.

Natural Gas Distribution. We conduct our natural gas distribution businbssugh Endesa Gas, which, together with the aagas
distribution companies in which it holds controflistakes, had approximately 351,000 customersgguaged markets in Spain at
December 31, 2006, an increase of 8% from DeceBthe2005.

We are the third largest natural gas distributd®pain, with an approximately 7.2% market shardéndomestic regulated market anc
approximately 12.3% market share in the liberalimedket (including supplies to our gas-poweredifaes) at December 31, 2006. We also
seek to secure the supply of natural gas for oneigaion activities. Our goal is to be presenhim bbusinesses of import, re-gasification,
transport, distribution and supply of natural gas.

As of December 31, 2006, we had 328,811 custometeiunregulated natural gas market in Spainuexuj electricity generation
sales, with a contracted annual consumption of#8@Wh, an increase of 34% from December 31, 2005.

Portugal

In 2006, we made significant progress in consdlgabur presence in Portugal, opening new headejsairt the country to do business
under the Endesa Portugal brand.

Generation. In Portugal, we own 38.9% of Tejo Energia, thaner of Pego coal-fired power station, which hasjpacity of 600 MW
and produced 4,760 GWh in 2006.

In 2006 Tejo Energia was allocated a receptiontgoinan 800-MW combined cycle gas turbine (CCGIEng with construction
scheduled to begin in 2007.

Renewable Energies and CogeneratioVe also have a significant presence in cogeioerand wind-turbine generation. We hold a
50% stake in Sociedade Térmica Portuguesa (“TérPictuguesa”), the Portuguese cogeneration markdel, with a capacity of 53.6 MW
in cogeneration and 5 MW from wind turbines. Outim2006 was 311.48 GWh. We also wholly own Fine@gstao de Proyectos
Energéticos, S.A. (“Finerge”), which at the en®2606 was the Portugal’s third wind-power companyha consolidated capacity of 127
MW and output of 326 GWh in renewable and cogermranergies.

In 2006 the Portuguese government opened a windrgton tender process, awarding a 1,200 MW cohtoaihie consortium in which
Endesa was a partner. We hold a 30% stake in éhisactium through

17




our holding in Térmica Portuguesa and Finerge. Assalt of this contract award, we have moved ugetmond place in the Portuguese wind-
generation sector.

Deregulated market. We are present in the deregulated Portuguesieetriiirough Sodesa, which is the result of a 5360 venture
between Endesa and Sonae, the Portuguese indgstrigd, whose portfolio at the end of 2006 cont@iBg48 supply points, accounting for
the control of approximately 2,900 GWh of energlisimakes Sodesa the country’s leading sellerexftétity.

Europe

We have established a major position as an elégtgenerator in Italy and France and as a sefletextricity to consumers in the
liberalized markets of Italy, France and other e countries. We have also increased our pregeseeeral of the principal European
wholesale markets and in the transnational elégtexchanges, as well as increased our investinasrtie of Morocco’s largest generation
facilities.

We operate plants in Italy with total installed aajty of 6,968 MW and have interests in an add#ldh807 MW inSociete Nationale
d’Electricité et de ThermiqugSnet”), at December 31, 2006, and in 2006 a to¢dlgeneration in companies in which we partiapt
35,575 GWh. Snet has been operating under the tramie Endesa France since November 2006.

We currently hold an 80% stake in Endesa Italiayliich ASM Brescia holds the remaining 20%. In egter 2006, we acquired
58.35% of the Centro Energia Teverola S.p.A. (“Gefnergia Teverola” or “Teverola”) and Centro HyiarFerrara S.p.A. (“Centro Energia
Ferrara” or “Ferrara”) generation facilities, eadtwhich is a combined CCGT plant with a total &iltd power output of 340 MW.

In July 2006, we acquired 100% of the Parque Ediedardino, which has a total installed power atif 14 MW and has been
operating since November 2005.

In 2006, Endesa Europa, S.L. (“Endesa Europa@ed a master agreement with Gamesa acquirieg thind farms in Italy: Monte Cu
with 42 MW, Poggi Alti with 20 MW and Marco AureliSeverino with 44 MW. These wind farms are understauction but will begin
operations in 2007.

On September 13, 2004, we acquired from Charborsndgérance (“CdF”) a 35% interest in Snet, Framsetond-largest electricity
generator, which, in addition to the 30% interestagquired in 2001, gave us a total ownershipéstasf 65%. The other stockholders are
CdF and Electricité de France (“EdF”). Snet hasrarolling stake of 69.58% in the Polish co-generaplant Bialystok, and a 20% stake in
Soprolif, the French company that owns a circutafloid bed plant with installed capacity of 250 MWogether with Alarco, Snet holds 5(
of the Altek group (Turkey), which has 40MW of iakéd hydroelectric capacity and at the end of 2808&ned an 80MW CCGT plant at
Kirklareli.

We have also entered the Polish electricity mafketvarowa Gielda Energii) through joint ventureshnather partners. In
September 2006, we established Endesa Polska Sp@igganiczona Odpowiedzialnoscia (“Endesa Polskatompany that will be our
investment vehicle in Poland, in addition to mairkgto wholesale customers and developing energyagement, including trading and
hedging energy in the wholesale markets, in Poland.

In Northern Africa, which we include as part of dturopean business unit, we hold a 32% stake onaartium with Office National de
I'Electricité (ONE) in a 384 MW CCGT plant locateadTahaddart, Morocco.
Latin America

We are involved in the generation, transmissiostrihiution and supply of electricity in five couies in Latin America. We participate
more than 20 electricity companies in the regidgthee directly or

18




through our controlling stake in the Latin Ameriaaectricity group, Enersis, S.A. (“Enersis”), whimakes us one of the largest private
electricity groups in Latin America in terms of amfidated assets and operating revenues. Empresanidbde Electricidad S.A. (“Endesa
Chile”) manages our electricity generation busiriedsatin America, and Chilectra manages our eleityrdistribution business in Latin
America. Both Endesa Chile and Chilectra are cdlettdoy Enersis. In 2006, we had a total instatiegacity of 14,317 MW in the region,
generated 62,028 GWh and distributed 58,281 GWIH.t6 million customers. At December 31, 2006, asgeLatin America represented
30.7% of our total assets. In 2006, Latin Ameriogrrations contributed 29.5% to our total operatewgnues and 32.2% to our operating
income.

Strategy
Statements related to our strategy are forwardit@pktatements, which are not guarantees of fytarformance and involve risks and
uncertainties. See “Forward-Looking Statements”.
2007-2009 Investment Program
Pursuant to our 2007-2009 Strategic Plan, we ied=6t4,336 million in our businesses in 2006, bnottewn as follows:

2006

(millions of euros)
Spain and Portugi 2,921
Other countries in Eurog 463
Latin America 952
Total 4,33€

For the period 2007-2009, we expect to investa ttapproximately € 12.3 billion in our businessieroken down as follows:

2007-2009
(billions of euros)
Spain and Portugal 6.7
Development of new generating capacity 3.2
Maintenance investmen 35
Other countries in Europe 29
Development of new generating capacity 2.5
Maintenance investmen 0.4
Latin America _ 25
Development of new generating capacity 1.0
Distribution and maintenance investme 15
Others _0.2
Total 12.3

We expect to invest approximately 54.5% of theltoieestment in the Spanish and Portuguese elé@gthiasiness between 2007 and
2009. With this investment, we expect to increaseimstalled capacity substantially and to revampedectricity distribution infrastructures
S0 as to improve the security and quality of oyopby

Between 2007 and 2009, approximately 23.6% ofdted investment is expected to be allocated tdtisiness in other European
countries, and the remaining 21.9% is expectedtmbested in the Latin American electricity busisie

See “Forward-Looking Statements”.
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Electricity Business in Spain and Portugal

Generation

We operate coal, nuclear, hydroelectric and fuehiod gas generation facilities in Spain with akatstalled capacity of 21,849 MW at
December 31, 2006, representing 34.5% of totahllest capacity in Spain (excluding installed capaof cogeneration and renewable energy
facilities with an installed capacity of less ttBhMW). Our net energy production in Spain in 2006 86,332 GWh, representing a market
share of approximately 33.9%. In 2006, we prodwumeddditional 2,476 GWh using renewable energigs, (@ind power, small-scale
hydroelectric power cogeneration and others). Dlewing table sets forth our total installed caipaby type of generating facility at

December 31, 2005 and 2006.

Percentage of Tota

2005 Installed 2006 Installed Installed Capacity

Capacity Capacity in 2006

(in MW) (in MW)
Coal 6,12¢ 6,12¢ 28.1%
Nuclear 3,397 3,397 15.5%
Hydroelectric 5,37¢ 5,363 24.5%
Fuel oil/Gas 5,314 5,372 24.6%
CCGT 1,191 1,58¢ 7.3%
Total installed capacity 21,40¢ 21,84¢ 100.C%

In 2006, we invested an aggregate € 840 milliothéngeneration business under the ordinary regifnghich € 340 million was applied
to the construction of CCGTs.

The following table sets forth for each type of geting facility the percentage of our total elity generated, average age of plant,
average capacity utilization and average availkgtiidictor.

Percentage of Average
Total Electricity Average Availability
Average Age of Capacity

Generated in Utilization in Factor in

2006 Plant (years) 2006(1) 2006(2)
Coal 41.4% 25 70.0% 91.9%
Nuclear 28.1% 23 85.5% 81.7%
Hydroelectric 8.8% 52 17.0% 100.C%
Fuel oil/Gas 14.4% 18 29.4% 89.9%
CCGT 7.3% 4 59.8% 87.9%

100.C%

(1) Average capacity utilization is defined as actualdoiction as a percentage of theoretical maximuwdyection.

(2) Average availability factor is defined as the tatamber of hours per year that a power stationada@ble for production as a percentage
of the total number of hours in such year.
The balance in the types of generation facilitiesans our plants’ energy output is stable. We addie\ee our production centers are well-
located, with ease of access to fuels and proxitityas pipelines.
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The table below sets forth our gross productioelettricity (excluding production by cogeneratiordaenewable energies facilities w
a capacity of less than 50 MW) measured at thet mdiproduction by type of power station during theest three years. Our gross electricity
production in 2006 totaled 90,657 GWh, and our gn@roduction, net of our own consumption, was 88,Wh.

Percentage o

2004 2005 2006 Total in 2006
(in GWh) (in GWh) (in GWh)

Coal 42,82( 42,60( 37,58¢ 41.4%
Nuclear 26,63t 24,007 25,45: 28.1%
Hydroelectric 10,502 7,57€ 7,98¢ 8.8%
Fuel oil/Gas 12,014 13,70¢ 13,05: 14.4%
CCGT 6,18€ 7,92C 6,57¢ 7.3%
Total 98,157 95,811 90,651 100.0%

Coal-Fired Power Stations

We operate coal-fired power stations in Spain wothl installed capacity of 6,127.6 MW at Decem®&y2006. The following table sets
forth our coal-fired power stations at DecemberZN)6, installed capacities, years of commencemmfeoperation, average capacity
utilization and average availability factor.

Installed Average Average
Capacity at Year(s) of Capacity  Availability
December 31, Commencement Utilization Factor in
Coal-fired Power Station Type of Coal 2006 of Operation in 2006(1) 2006(2)
(in MW)

As Pontes (Four Units) Brown Lignite and Imported
Sut-bituminous 1,468.5 197€-79, 200-06(4) 74.1% 89.5%

Compostilla (Five Units) Steam, Coal and Anthracite,
Black Lignite and Importe 1,199.¢ 1961-84 62.4% 92.7%
Teruel (Three Units Bituminous 1,101. 197¢-80 67.8% 97.1%
Anllares (One Unit Steam, Coal and Anthraci 121.%(3) 1982 70.9% 99.2%
Los Barrios (One Unit Imported Bituminous 567.5 1985 74.2% 91.3%
Alcudia (Four Units’ Imported Bituminous 510.C 198(-1982 74.6% 91.1%
Litoral (Two Units) Imported Bituminous 1,158.¢ 1984-1997 70.6% 89.2%
Total __6.127¢ 70.0%  91.%%

(1) Average capacity utilization is defined as actualdoiction as a percentage of theoretical maximuwdyoction.

(2) Average availability factor is defined as the tatamber of hours per year that a power stationad@ble for production as a percentage
of the total number of hours in such year.

(3) Represents our 33.3% ownership interest in thiditiadn addition, we operate the Elcogas plar@%3VIW), one of the largest plants in
the world to use coal gasification technology, ehdif of a third party.

(4) In 2005, As Pontes converted Group 4 for its imgabitoal production. In 2006, As Pontes convertasli@i5 for its imported coal
production.

Our coal-fired power stations were supplied with28® kt of coal in 2006, of which 25.5% was prowd®y our coal operations. 78% of
this production was supplied to Endesa Genera8dh, (“Endesa Generacion”), 5% to our Elcogas mgdiompany and 17% to Viesgo
Generacion. In order to meet our total needs fat,ave supplement our own coal production with pases in Spain and foreign
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markets. We have consolidated fuel purchase fumgiizto a single management group, which operhtesigh Carboex, our coal, liquid fuel
and gas importer.

The following table sets forth the amounts of cwmalextracted and the amount purchased in Spaifioaeidn markets in each of the last
three years.

2004 2005 2006
(in millions of tons)

Extracted 7.77 7.23 6.3C
Purchased
In Spain 4.92 4.48 4.88
Abroad 10.3¢ 10.4¢ 10.5%
Total purchased 15.31 14.9€ 15.4:

We have a significant interest in the mining of 8iph coal. Our interest amounted to approximatdB6df overall Spanish production
in 2006. Many of the coal mines are located neaicoalfired power stations. The following table setslioour coal production in 2004, 20

and 2006 by type of coal.

Coal Production

Percentage
Change
Type of Coal 2004 2005 2006 2006/200¢
(in millions of thermies
of low heating value)
Brown Lignite 10,32z 9,28t 8,07¢  (13.00%
Black Lignite 2,882 2,94¢ 2,40¢ (18.3)%
Anthracite 1,13¢ 1,03C 905 (12.2%
Brown Coal 4,034 4,12~ 3,928 (4.9%
Total 18,377 17,38¢ 15,31¢ (11.9%

Total coal production in our mines in 2006 wasiBion tons, equal to 15.3 billion thermies, repeating a 12.9% decrease in terms of
tonnage and a 11.9% decrease in terms of thermiepared with 2005, due to the progressive redudfaiur coal production under the
19992006 Mining Plan in order to exit an uncompetitarea of the market and meet government reductimsgfor coal production. In 20C
adjustments of production were made in accordarnttethe 1999-2006 Coal Plan in connection with stnategy to achieve a more
environmentally-friendly fuel mix. In 2006 we susséully completed the transformation of the secgralip of As Pontes for the
consumption of imported coal, with the objectiva@dfucing carbon dioxide levels. We estimate casivarof all four groups of As Pontes to
be completed in 2008. We also took action in the centers with the objective of reducing 8O ar@Nemissions in order to comply with
Directive 2001/80/EC of The European Parliament@n@ouncil, the Environmental Directive of the Gd€large combustion installations
the European Union.

In accordance with environmental regulations onssions, we mix imported coal, which has a highégridfic and a lower sulfur contel
with domestic coal at our As Pontes and Teruelifees, which improves the competitiveness of thizsslities.

We believe that our coal reserves in open castsnik be sufficient to cover a substantial parbof coal requirements during the
useful life of our conventional coal-fired planiis.addition, we have a combination of short-tertfrssnewing and longerm supply contrac!
with coal producers in Spain which we believe affficent to meet our needs for domestic coal & litng term.

The mines from which coal for our production wasrasted included the large open-pit As Pontes dei@d&odriguez (La Corufia)
mine; two mines in the Andorra (Teruel), which apen-pit (Gargallo
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and Gargallo Oeste); two mines in the Guadiato ¢Gida) coalfield, which are open-pit (Cervantes Batlesta Este); and an open-pit mine
(Emma) in Puertollano (Ciudad Real).

All production in 2006 has been through open-piting.

Nuclear Power Stations

We have controlling interests in three nuclear postations, Ascé I, Ascé Il and Vandellos Il, althted in northeastern Spain. In
addition, we have a 50% interest in Nuclenor, Sahich owns the Santa Maria de Garofia nuclear pstagion. We also have interests in
three additional nuclear power stations, includimg Central Nuclear Almaraz, A.l.E., consistingdrharaz | and I, and Trillo. All these
stations are operational.

The following table sets forth our nuclear powetisins at December 31, 2006, our ownership intemedteach station’s installed
capacity, system type, year of commencement ofadioer and average availability factor.

Installed
Capacity at Year of Average
Ownership December 31, Commencement Availability
Nuclear Power Station Interest 2006(1) System Type of Operation Factor 2006(2)
(in MW)
Asco | 100% 1,032.t PWR(3) 1982 85.9%
Asco i 85% 873.C PWR 198t 92.6%
Vandelés I 72% 782.7 PWR 198¢€ 76.8%
Almaraz | 36% 353.4 PWR 1981 86.4%
Almaraz I 36% 355.7 PWR 1983 86.8%
Garcha 50% 233.C PWR 1971 94.1%
Trillo 1% 10.7 PWR 1988 88.1%

(1) Adjusted for our ownership interest in jointly-owheuclear power facilities.

(2) Average availability factor is defined as the tatamber of hours per year that a power stationada@ble for production as a percentage
of the total number of hours in such year.

(3) Pressurized water reactor.

Nuclear facilities use enriched uranium as fuehrgh law requires all enriched uranium suppligse@urchased frolBmpresa
Nacional del Uranic("Enusa”), which is owned by Spanish governmennaggs.

Enusa meets its requirements for uranium througg-term supply contracts with various suppliersilé Spain. Enusa is also party to
contracts with various uranium enrichment faciit@itside Spain. Our management believes that Eramseeet the requirements for
uranium of all nuclear generating facilities in Bpiaroughout their useful lives.

Empresa Nacional de Residuos Radioacti{/Baresa”) administers a fund to finance certaitivéties in connection with a program to
decommission nuclear power stations and disposedéar waste (thElan General de Residuos Radioactiyosntil now the sums required
for treatment of nuclear waste and dismantlinguaflear power plants have been treated as a coétasification and safe storage. A
percentage of the electric power rate will be alted to the creation of a fund for that purposes®ant to the Royal Decree Law 5/2005, all
the waste treatment and dismantling costs attriibeitio the operation of nuclear power plants stgré\pril 1, 2005 will cease to be treated as
diversification and safe storage costs and willibenced by the owners during the plants’ operatibrough a charge per nuclear kwh
generated, which will be billed by Enresa. If a poylant ceases operations in advance for reaswrattnibutable to its owner, the resulting
deficit in the provision will be treated as a disification and safe storage cost. If the plant esaperations for reasons attributable to its
owner, the deficit will be
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covered by the owner during the three years sulesgda the shutdown. Endesa is solely responsislthe decommissioning of nuclear
stations and the treatment and disposal of nuelaate.

Nuclear waste from power stations in which we papéte is temporarily stored at storage faciliaégach station’s site. Given the
number of years of operation of such nuclear patagions, the amount of nuclear waste generatddtis small and we believe that the
current storage facilities are sufficient to medtife storage needs. Each Spanish operator ofleamdacility has an agreement with Enresa
that defines its responsibilities with respectttred nuclear waste. Once transported off-siterebponsibility for the nuclear waste lies with
Enresa, until permanently stored, at which poiet$panish Government assumes full responsibility.

The operation of all nuclear power stations in 8pairegulated and supervised by the Nuclear S&etyncil (Consejo de Seguridad
Nuclear), a government agency that reports directly toSpanish Parliament. The Nuclear Safety Counail hés jurisdiction over the
safety, construction and operation of nuclear pastagtions.

We are liable for damages caused by our nucleaepstations up to € 150 million, in respect of whwee have liability insurance to
cover up to such amount. The Spanish governmdiabie for damages caused by our and any other aagig nuclear power stations in
excess of € 150.3 million up to € 208 million (ealent to 175 million Special Drawing Rights). Téauntries that are signatories to the Paris
and Brussels Conventions are proportionately resiptnfor liabilities between 175 million and 300llian Special Drawing Rights at
December 31, 2006. The Special Drawing Right iagkbt currency established by the International &tmny Fund. Neither of these treaties
nor Spanish law or regulations allocates respdiitgilior liabilities in excess of 300 million SpediDrawing Rights. In addition, the nuclear
plants in which Endesa participates have insurageénst damages covering their installations amdadges to the machinery with a maxim
coverage of € 700 million for each plant.

Hydroelectric Power Stations

At December 31, 2006, we operated hydroelectriegging facilities in Spain with an installed caippaof 5,362.8 MW. These
hydroelectric generating facilities vary widelytagype and size and are located primarily alomgrs in the northwest, northeast and south of
Spain. Our hydroelectric power plants are operhtedoncession from the Kingdom of Spain for a maximterm of 75 years.

The following table sets forth the installed capaof our hydroelectric facilities:

Installed Capacity at
December 31, 200!

(in MW)

Northwest 727.€
Ebrc-Pyrenees

Pont de Suel 709.2

Zaragoze 586.C

Lleida 1,246.%
South:

Coérdoba 391.1

Antequere 2924
Pumping:

Moralets 221.4

Sallente and Montama 534.C

Ip and Urdicetc 84.0

Tajo of the Encantada and Guille 570.C
Non-mainland:

El Mulato 0.8
Total 5,362.¢
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Fuel Oil and Gas Power Stations

We operated fuel oil and gas power stations inrsp4tih total installed capacity at December 31,26006,961.4 MW, including the
CCGT plants in San Roque 2, Besos 3 and Tarragomwhith are located in Andalusia and Catalonigpeesvely. These power stations form
part of our generation and production network wsthareas. The following table sets forth the Ilestacapacity of our fuel oil and gas power
stations at December 31, 2006.

Installed Capacity at

Service Area December 31, 200!
(in MW)
Foix 520.C
San Adrian 1 and 700.C
Cristobal Color 308.C
Total Fuel Oil 1,528.(
Besos 3 (CCGT) 387.€
San Roque 2 (CCG? 408.32
Tarragona 1 (CCGT 395.C
Colén (CCGT) 397.7
Total CCGT 1,588.¢
Total Mainland 3,116.¢
Alcudia 75.C
Son Reu 612.C
Mahén 168.C
Ibiza 238.C
Formenter: 14.C
Cé's Tresore 150.C
Jinamal 415.€
Barranco de Tirajan 612.1
Candelarie 288.2
Guia de Isor: 48.6
Granadilla 513.€
Arona 48.€
Punta Grand 212.F
Las Salina: 186.¢€
El Palmar 22.8
Llanos Blanco: 12.7
Los Guinchos 107.7
Ceuta 58.5
Melilla 60.1
Total Non-mainland 3,844 ¢
Total Mainland and Non-mainland 6,961./

At December 31, 2006, the average age of our fillahd gas power plants on the Spanish mainland3®agears and 4 years,
respectively, and the average age of our fuelrall gas power plants outside the Spanish mainlagd e Balearic Islands, the Canary
Islands, Ceuta and Melilla) was 14 years and 3sye@aspectively.

We have entered into a long-term gas supply agreewith Gas Natural. This agreement, which is auttyeoperative, has a build-up
period until January 1, 2007 and a plateau perid®gears afterwards. Until January 1, 2007, weraquired to use gas supplied by Gas
Natural pursuant to this agreem
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exclusively for power generation. Also, pursuanth® terms of the agreement, the maximum amounétfral gas required to be supplied by
Gas Natural from January 1, 2008 is 3 bcm per yaralso have long-term supply contracts with Sacat Nigeria and Rasagas which
secure the aggregate supply of 3 bcm of natural gas

Fuel Prices

The political instability of various oil exportingpuntries contributed to upwards pressure on @kprin 2006. The price of Brent oil w
over $60/bbl in January 2006, and continued upvarthe first part of the year, reaching $78.69/ibbAugust 2006. In September 2006, the
easing of geo-political tension, expansion of resgiin the United States, lower demand forecastisl, absence of hurricanes and calmer
weather in the northern hemisphere contributedatbilizing the price of oil and its decline frons 2006 highs. In October 2006, the
Organization of the Petroleum Exporting Countri@®EC) agreed on an initial cut in production, felém by a second cut in December 2(
which resulted in prices fluctuating between $58&1 $64/bbl in the last four months of the y&arDecember 31, 2006, the price of oil v
above $60/bbl.

CO:> Market: Compliance with ETS Requirements

The European Union Emission Trading Scheme (“ET&e into force in 2005 to ensure that the objestset forth in the Kyoto
Protocol would be achieved.

In keeping with our commitment to the environmemd #&ulfilling our obligations, we actively trade @&urope’s leading markets—
NordPool, Powernext and E(—and maintain publicly accessible accounts in théssion allowances registries for Denmark, Framzk a
Spain (RENADE) with a view to streamlining managetn& our position in emission rights.

The CO; market fluctuated widely in 2006. At the in@gng of 2006, prices were € 22/tCO , increasimg high of € 30/tCQ in April.
Following the publication in April 2006 of governmtedata on real emissions for 2005 showing cerairssions were lower than expected in
Europe, which caused a surplus of emission righteé market, prices dropped to between € 10-124t(®ices remained stable at € 15—
16/tCO and continued a downward trend towards titkeod 2006, leveling off at € 6—7/t CO at the efidhe year. Trading volumes were
significant throughout the year, and in particditdiowing publication of the government data.

We were granted 39.64 million tons in emission tgglor 2006 under the National Allocation Plan Fanission Rights. The allocation,
itself insufficient, proved less than adequate s®hour consumption needs to counter the droughieirfirst half of 2006 and meet increased
demand. As such, the emission rights used excdédeatiginal allocation. We took advantage of i prices for emission rights at the end
of the year and covered our needs for the markethich we operate by engaging in bilateral traéth wther national and international
agents.

In order to meet our needs in the coming yeardhawe participated in several international emissamuction schemes, also known as
Clean Development Mechanisms (“CDMIaunched in 2005, which allow compliance with pzfrthe obligations to occur through reductic
in emissions generated in third-party countries.

Surplus Market Sales under the Special Regime

In 2006, we entered the market of selling powergated by renewable energy sources, non-traditipmakr stations and cogeneration,
collectively referred to as special system instalies, and incorporated into the market those sphegstem installations that began operations
in 2006 and generated 2,300 GWh.
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Centralization of Control of Special System Instiidins

In December 2006, the Endesa Energy Managemeneamtame the delegated office for our speciaksyststallations, and began to
offer its services to installations. The center mmotely control the wind farms owned by ECyR amahage our entire generation portfolic
renewable and traditional energy, which will incedhe efficiency and operating safety of our systey creating synergies through
managing the whole generation system, includingnabpower stations, wind farms and other instadfei

Cogeneration and Renewable Energies

We carry out our cogeneration and renewable erelgisiness through our wholly owned subsidiary,&sadCogeneracion y
Renovables, S.A. The main sources of energy pratigehis division are wind power, cogeneration antll-scale hydroelectric power. At
December 31, 2006, our cogeneration and renewablgies facilities had a total installed capacity @31 MW, of which 1,487.8 MW rele
to renewable energy facilities and 443.2 MW to cmgation and waste treatment plants in Spain. tlitiad, we have stakes in cogeneration
facilities in Portugal, Colombia and Mexico with@al capacity of 325 MW. The following table shoeestain information relating to our
cogeneration and renewable energies capacity arbleer 31, 2006:

Endesé's
Percentage of
Installed Installed
Capacity and Capacity and
Capacity under Percentage of Capacity under
Total Installed
Type of Energy No. of Plants Construction Capacity Construction
(MW)
Cogeneratiot 70 459 14% 46%
Wind 133 2,437 75% 70%
Smal-scale Hydroelectri 38 240 7% 82%
Biomass 6 58 2% 39%
Urban Wastse 4 75 2% 25%
Other 4 7 _ 0% 63%
Total 255 3,27€ 100%

In 2006, we had an estimated market share of appat&ly 12.4% in the renewable energies markepiairs

New Installations and Special Regime Projects
Wind
In 2006, we developed wind facilities in Spain éototal of approximately 379 MW in differe@omunidades Auténomagndalusia (48

MW), Castilla—La Mancha (92 MW), Castilla and Le@1 MW), Aragon (44 MW), Galicia (86 MW), the Cagdslands (2 MW) and
Valencia (86 MW).

Mini-Hydroelectric Plants

* In 2006, we finalized testing and began operatafrthe Rialb mini-hydroelectric plant, which hagieased special system installed
power output by 35.65 MW; and

* We are in the final phase of obtaining the necgssancessions and licenses to initiate the devedoprof the mini-hydroelectric
biomass plants of Boeza y Chanada in Le6n and Ba PeHuesca.
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Biomass

* We have continued to study and evaluate the ub®nfass in Endesa Generacion’s steam power plfgsare evaluating biomass
production in multi-year cycles, the supply logistithe utilization system and the gasifier speaifons. Generating energy with
biomass requires legislative recognition of thergpgroduced with this source at the coal-firechstgoower plants as renewable
energy.

* In 2006, we finalized biomass co-combustion testhaLitoral (Almeria) steam power plant and betzadevelop the necessary
preparation and storage facilities for biomassiatplant.

Biodiesel

« We have begun to participate in a biodiesel prajeétragén with Green Fuel Corporacién, S.A. Wel aiso broaden our investment
in Green Fuel Corporacion S.A., which has thregegte under development in Extremadura, Castilladamcha and Andalusia.

Photovoltaic and Thermo-Solar

« In 2006, we signed an agreement with Isofotén fipkuus with photovoltaic solar panels. Under theeement, we will be supplied
with photovoltaic solar panels between 2007 andZ04 different photovoltaic solar plants, be gexha license of certain processes
and jointly undertake with Isofoton a pilot photdtaic solar concentrated energy plant. Under theexgent, we will also invest in a
company that owns a polysilicon manufacturing plant

* In 2006, we evaluated the viability of various thersolar energy projects at different sites.
« In 2006, we invested and continue to invest inguty to develop 100 kW photovoltaic solar plantsasitous Endesa Generacién sites
by the end of 2007.
Distribution and Sales to Customers

In 2006, we supplied electricity to approximately@ million customers throughout Spain. Approxinhatb% of our customers are
commercial and industrial clients and 85% are mr#id| customers. In 2006, we sold 71,599 GWh guilaed retail customers and 37,813
GWh to deregulated customers, for total sales 6f412 GWh, an 8.5% increase over 2005. In the velatdemarket, we sold 73,887 GWh
and acquired 107,733 GWh (including 1,747 GWh usguump water from hydroelectric facilities and 355Wh intended for export) to
supply our distribution and supply subsidiariese Hifference between the energy we generated anentbrgy we sold is due to:

 sales to third parties in the wholesale market;
e acquisitions of energy from cogenerators and selfipcers;
« purchases and sales in other countries; and

« losses that occur in the transmission and disiohyirocess.

Retail Distribution to Regulated Customers

We currently distribute electricity in the followgrregions in Spain: Catalonia, Andalusia, Aragbe,Balearic Islands, the Canary
Islands, Ceuta, Melilla and Extremadura. We opetataugh Endesa Distribucién Eléctrica and Endgser@riones y Servicios Comerciales,
each of which is wholly owned by our distributioolting company, Endesa Red S.A. (“Endesa Red”)eBadistribucion Eléctrica carries
out our transmission, distribution and regulatepipby activities, while Endesa Operaciones y
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Servicios Comerciales provides support functiorechsas billing and collections, customer suppolessaffices and other administrative
functions to companies in the Endesa Group.

In 2006, we distributed 104,383 GWh to approximafe million customers, representing a 3.4% ina@eaghe number of customers
over 2005.

Supply to Deregulated Customers

As of January 1, 2003, the Spanish electricityadotcame completely liberalized, as a result attwhll consumers are able to choose
their electricity supplier. See “—Regulation—Redidna in Spain and Portugal—Regulation of the Spafikectricity Sector”.

We sell to deregulated customers through EndesegEnduring 2006, Endesa Energia sold 37,813 GahG74,006 supply points in
Spain, which is 79,652 points more than the preanand represents a 55.6% share of the liberatieelet. We seek to provide integrated
and flexible energy solutions at affordable prices] offer to supply electricity, steam, naturad,ggsompressed air and demineralized water.

As a result of the work we performed in previouangeto strengthen our customer service channe®)d6 we focused on the following
aspects of customer service:

« Customer perception of qualityhis indicator, which was carefully monitored in08) showed high levels of satisfaction in all
channels and processes. In addition, we ran galiegig and customer service quality incentivizattampaigns at service points and
sales offices and developed a quality measuringgesys/hich supplements the customer views with serefficiency indicators.

» Optimization of customer communicati®e continued to develop value-added services tdleasystem incidents in the supply of
electricity and used Sevillana Endesa to commuaipetactively with priority customers through spdlgi created communication
channels. We also develop specific channels toleang “Grandes Clientesand “ Empresas segments.

» As we have consolidated the claims from the regdlatarket, we will also focus on improving the Harglof claims from the
unregulated market by incorporating additional camioation teams that will handle particular clawigh special significance.

We have integrated our telephone customer sergipahilities into fouCentros de Atencidn Telef6ni@@ATS), which handled over 10
million calls in 2006. We have also implementedrpotional programs aimed at the household and ali-samal medium-sized business
sectors.

Our online initiatives include Endesa On Line (wwndesaonline.com), a Web site that offers Endesagiais value-added services to
satisfy the needs of deregulated customers, empthiem, among other things, to monitor their congstion of energy and to request services.

Supply of Natural Gas

We believe that there is a tendency towards comvag of the markets for the supply of electricitgd matural gas in the Iberian
Peninsula, and we have become an integrated esepglier, providing both electricity and naturakda our customers. At December 31,
2006, we had 328,811 points of supply whose antaraumption requirements total approximately 33,G%8h. Our market share for the
supply of natural gas in the unregulated mark&pain at December 31, 2006 was an estimated 1h88@n estimated 12.3% including the
supply to our plants.
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The Spanish Wholesale Market

The Spanish wholesale market comprises two typesanket: the spot and intra-day markets, oversgehdMarket Operator, and the
operating market, managed by the System Operatsigued to provide the necessary reserves to reewmtl and other ancillary services.

In 2006, approximately 261,908 GWh of power waddchon the wholesale market. The remainder canme femewables/CHP, which
are traded directly by distributors.

The Operador del Mercado Ibérico de Energia—PolpdE®l, S.A. (“OMEL"), the Spanish wholesale market operatperates as a
clearinghouse in this wholesale market, matchimpluand demand for electricity, and carries asifuinctions as an agent for the particip
in the wholesale market (i.e., generating compauiistributors and retailers). In addition to thganized market, producers and customers
can enter directly into supply contracts or fina@hciontracts to lock in prices. The typical formesitering into supply contracts on the
wholesale market underwent a radical change in 280mpared to 2005, with a strong increase inisieeof bilateral contracts and reiahe
markets.

Both forms of trading increased in 2006 with thieaduction of new regulations set in place by tloy& Decree Law 3/2006, which
eliminated the asymmetry in payment for guaranfemeer which previously gave trading on the OMELaalvantage over bilateral trading
2006, bilateral trading (including contracting demito bilateral trading but with a distributor)caeinted for 39% of the market and trading on
the OMEL accounted for 41% of the market. Negatragion the REE intra-day operating markets accduiotel4.5% of the production and
the remainder of the production was acquired dirdnt distributors from generators under the sgeeite system by paying the regulated
tariff.

Financial over-the-counter derivative products sasliorward contracts are used as well, througlptinehase of swaps, which use the
OMEL daily market as an index. In 2006, marketabdity and regulatory changes caused a decreabe imading volume for such products.
Trading of such products, however, reached 18.1 TWA006, equivalent to the production output 8EfCCGT plants, suggesting a
consolidation of the market, which complementsitrgan the organized markets.

TheOperador do Mercado Ibérico de Enerd[®MIP”) initiated operations on July 1, 2006, anas negotiated 5 TWH in term
contracts. A large percentage of the contracts doome the obligation imposed on the distributoratmuire 5% of their demand on this
market, which occurs in two energy auctions eveoptin. The remainder of the trading is ongoing. Bgithe first half of 2007, distributors
must acquire 10% of their demand on the OMIP.

Performance of Electricity Prices

The average spot price in 2006 was € 56.36/MWbh8ii higher than the € 55.98 MWh in 2005. The agermonthly price fluctuated
throughout the year between € 37.2/MWh in Januady&73.3/MWh in December. Since cost overrungpefrating markets and the supply
guarantee added € 4.02/MWh and € 4.45/MWh, respdgtito the average price, the final price wagi88/MWh, 3% higher than in 2005.
Cost overruns of the operating markets were afsgnit factor in the high final price of electrigiin 2006, as the proportion of such cost
overruns in the final price of electricity increddsy 50% over 2005.

This high price was primarily due to the followifagtors: the low rainfall during the year, high lfpéces in international markets, high
CO: prices in the first quarter of 2006 and theease in cost overruns of the operating markets.
Sales and Purchases in the Wholesale Market

We sold 73,887 GWh of power on the wholesale mark2006, which accounted for 28.8% of total pov¥est to the mainland electrici
system.
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In 2006, bilateral trading agreements were reatiedadeen our generators and our distributors inra@eewe with Royal Decree Law
3/2006. Under Royal Decree Law 3/2006, when vdriitagration of distribution and generation exigst®ne corporate group, the
distributor’s purchase offers will be “netted” witlhe generator’s sale offers and assimilated iladelnal contract between the distributor and
the generator in the same group. The provisioniekprsed in such a bilateral contract in 2006 wd2.85 MWh. The final price, which has
not been determined to date, will be determinedming to objective and transparent electricity keaquotes.

Of our total power sales on the wholesale mark@0@6, almost 74% corresponded to bilateral tradpgements, including 19,407
GWh corresponding to bilateral trading agreemeritts distributors in the same group, and the renmgjr#i6% corresponded to trading on the
organized markets of OMEL and REE. Approximately®adf our sales on the wholesale market were defirged our ordinary or regular
system generation.

Regarding purchases, we acquired 102,451 GWh oépowthe wholesale market, 53% (including bildtdistribution trading
agreements) of which was secured through bilateading and the remainder was purchased on orghnizekets.

Other purchases included 3,535 GWh for exportsland7 GWh of our own production for hydroelectrioqping plants.

Transmission and Distribution Network
At December 31, 2006, the total length of our traission and distribution network was approxima&®3,550 km.

The table below provides summary information ofttfaasmission and distribution lines of our elagtyi transmission network at the
dates indicated.

At December 31,

2004(1) 2005(1) 2006(2)
Aerial high-voltage lines (km) 20,53¢ 20,88t 21,39¢
Underground hig-voltage lines (km 635 637 783
Aerial mediun-voltage lines (km 77,981 78,44: 79,371
Underground mediu-voltage lines (km 27,54( 29,227 31,72¢
Sut-stations (No.. 853 890 937
Transformer centers (Nc 127,937 132,73( 147,11C
Substations (MVA 63,86¢ 71,754 75,14¢

(1) The figures for 2004 and 2005 may differ in somgesafrom those published in prior years due toritory updates made subsequent to
the publication of the financial statements.

(2) The data for 2006 relating to the medium- and higltage networks are provisional. At December 30 the total length of our low-
voltage lines was 165,271 km.

Royal Decree 1955/2000 dated December 1, 2000lisstath the conditions for engaging in transmissdaistribution and trading
activities. This decree regulates access to tretrility networks and renewed the system of eleityriconnections to new supplies, which |
been in effect since 1982. Under the Electricitgt8eLaw, remuneration for transmission and disititm continues to be fixed by the
government.

In 2006, the gross investment in our transmissiahdistribution network in Spain wasl§08 million, approximately 36% of which w
dedicated to meeting new supply requirements diiest@.9% increase in the amount of energy diseithand the connection of 250,281 new
customers. The other
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approximately 64% was invested in improving theligpaf service and procedures. As a result of ghesestments, in 2006 we increased the
total length of our transmission and distributictwork by 11,344 km to 298,550 km as at DecembePBQ6. In 2006, we also constructed
47 new substations and more than 14,380 transfgroenters (from medium- to low-voltage). Investnseotimprove quality of service and
procedures included:

« the replacement of lines with higher capacity lines

 the installation of more sophisticated circuits;

» the installation of double power supply systems;

» the enlargement and modernization of substatioddramsformer centers;

» the automation of medium-voltage networks by iristgltelecontrol and other devices; and
« the installation of new equipment and lines to fiaice facilities in certain areas.

We have continued work on the integration of systamd procedures which are key to improving opematiefficiency. We have
identified best practices in the provision of seeg, which are being introduced. We have also beguonsolidate the sales systems of fol
distributors. This will enable us to take advantafjthe economies of scale provided by a largetoensr base to develop advanced
technologies.

Regasification

With the goal of guaranteeing access to gas supfaieour CCGT plants and new and existing custeptendesa is participating in tht
projects involving marine liquefied natural gas 'G”) regasification terminals that are under depetent:

We hold a 21% interest in Reganosa, which will bitln Mugardos (La Corufia) and which is expedtetiave a storage and
regasification capacity of 300,000 cubic meters @isttibution capacity of 412,500 Nfn  per hour, igglent to 3.6 bcm per year of natural
gas. This plant will include a 130 kilometer pipelinetwork and is expected to commence operatio26Qa7.

We hold a 20% interest in Planta Regasificador&algunto, S.A., which we have built in Sagunto (Waia) with a storage capacity of
300,000 cubic meters and a regasification capaci600,000 Nn? per hour, equivalent to 5.25 bcmygar. We initiated the plant’s trial
period in February 2006.

We hold a 45% interest in Companiia Transportist&@ae de Canarias. We are currently carrying odiesuand initial activities for new
projects in Arinaga (Gran Canaria) and Granadillengrife), which we expect to commence operatiorZ008 and 2009, respectively. Each
of the Arinaga and Granadilla plants are expeatdthie a storage capacity of 150,000 cubic metetsaaegasification capacity of 210,000
Nm 3 per hour, equivalent to 1.8 bcm per year.

Distribution of Natural Gas

We distribute piped natural gas to residential, warcial and industrial customers in seven Spanistn@mous regions through Endesa
Gas and several companies in which it holds stakesddition, Endesa Gas holds stakes in companésistribute piped natural gas in
Portugal. We are the third-largest natural gasilligior in Spain, with a market share of approxiahaf.2% in the domestic regulated market
and approximately 12.3% in the liberalized markatl(iding supplies to our gas-powered facilitiespacember 31, 2006.

At December 31, 2006, Endesa Gas and the companigsch it holds stakes had approximately 351,0608tomers in Spain. In 2006,
the volume of energy sold in Spain by Endesa Gddtmcompanies
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in which it holds stakes increased to 6,758.8 GeVimarket share of approximately 7.2%. The followtimgle shows certain information with
respect to the companies in which Endesa Gas tetdsat December 31, 2006:

No. of Customers  Energy Supplied

Percent at December 31,

Company Participation 2006 in 2006

(GWh)
Gesa Ga 100.C% 88,54: 497.2
Distribuidora Regional de G 45.C% 18,271 1,731.1
Meridional de Ga: 100.C% 18,24( 183.2
D.C. Gas Extremadul 47.C% 43,22¢ 942.C
Gas Araon 60.7% 177,13: 3,346.4
Gas Alicante 100.(% 5,58t 58.9
Total 351,00( 6,758.¢

Transport and Distribution Infrastructure

We participate in the gas transport sector thraughwholly owned subsidiary Endesa Gas Transpartiat2006, we constructed 429
of network, with an investment of € 38 million, obéng 3,303 km of the distribution network in Spairhich represents an increase of 15%
with respect to the previous year. We also workethe construction of various gas pipelines in 2008uding most notably:

» Pipelines brought into service in 2006: Salamane@aPanda gas pipeline (52.9 km) and “Lopez Sorid&erycle Technological Park
gas pipeline (0.6 km); and

» Pipelines undergoing design or construction in 2@8agoza-Calatayud gas pipeline (70 km), Cella@acha gas pipeline (56.7
km), Segovia-Avila gas pipeline (67.7 km), Medineéfalo gas pipeline (29.7 km), Fraga-Mequinenzapgaaline (10 km), Alagén-
La Joyosa-Sobradiel gas pipeline (17 km), GallwsEe-Ejea gas pipeline (39 km), Bahia de Cadizpgadine (24 km), Costa
Noroeste de Cadiz gas pipeline (22 km), Marina Afjas pipeline (22.7 km), Marina Alta Il gas pipel (20.5 km), San Juan de Di6s-
Céas Tresorer-Son Reus gas pipeline (17 km), CadaiGtbiza gas pipeline (16 km), Azaila-Hijar-Arigas pipeline (37.3 km), Arcos-
Lebrija-Las Cabezas de San Juan gas pipeline (35linares-Ubeda-Villacarrillo gas pipeline (84.mk Escuzar gas pipeline (11.6
km).

Regarding our transmission infrastructure, as afddeber 31, 2006, we held a 15.8% interest in ttlenieal and economic viability
study (Medgaz) for the new gas pipeline that wathgect Algeria and Spain, through Almeria. This gigeline is scheduled to enter into
service in 2009. In 2007, we reduced our intereghé study to 12%.

Portugal

« In the Portuguese electricity system mainly focumegenerating and selling electricity on the datagd market.

« In 2006, we consolidated our presence in this nidnk@pening our new head offices in Portugal aadisg trading under the Ende

Portugal brand.

Generation

We hold a 38.9% stake in Tejo Energia, which owmagd?power station (coal-fired). This plant, witbhapacity of 600 MW, is one of the
largest in the country and has been authorizedristouct a reception point for an 800 MW CCGT, withilding scheduled to begin in 2007.
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The power station, which has pre-sold its energg tong-term basis to the Portuguese grid, prodd¢ego GWh in 2006.

Endesa also owns, in a 50/50 partnership with Saraeof Portugal’s largest industrial conglomesafeérmica Portuguesa, the
Portuguese market leader in cogeneration with ewahles/CHP capacity of 58.6 MW.

Renewable Energy and Cogeneration

Endesa wholly owns Finerge, which at the end 0%6208d a consolidated capacity in renewable andnaygéon energies of 127 MW in
operation and 272 MW under construction.

In 2006, the Edlicas consortium, in which we hol80&6 stake, was awarded the project to develoDIVAY of wind capacity, the
largest lot in the Portuguese wind power tendecgss. The Edlicas de Portugal project entails aesiment of over € 1.5 billion between
2006 and 2011 and the installation of 48 wind farwith a capacity of 20 to 25 MW per unit, as wadlthe creation of 1,500 new jobs.

We hold stakes in new renewables/CHP facilitieBantugal, which came into service during 2006 litage55.7 MW (50.6 MW in
renewable energy and 5.1 MW in CHP).
Sales to deregulated customers

In 2006, we continued to consolidate our positiothie deregulated market of Portugal, recordingl &dles of 2,761 GWh, which were
24% higher than in 2005, and a market share of 60%.

We operate in this market through Sodesa, set apb8450 joint venture with Sonae in 2002. Since&®odesa has been the leading
vendor in the deregulated Portuguese market, withrdiolio of customers with over 2,900 GWh conteat
Electricity Business in Europe

General

Our strategy with respect to our electricity busean Europe responds to the business opportuaitising from the current liberalizati
and deregulation of the European electricity marRaective 96/92/EC of the European Union setshfais its goal the creation of a single
electricity market.

We have focused principally on markets in the SewrtlEuropean region and on specific opportunitigside of such region, in
particular in Northern Africa and other Europeanries.

At December 31, 2006, our installed capacity indperwas 9,775 MW, of which 6,968 MW correspondeBndesa Italia and 2,807
MW to the French company Snet. Total output wa5B5GWh (25,723 GWh generated by Endesa Italiafa86R GWh by Snet). Sales
totaled 52,606 GWh, of which 33,584 GWh correspdndeEndesa Italia and 19,022 GWh to Snet.

Generation

Italy

On February 1, 2005, we sold 5.3% of our total treent in Endesa Italia to ASM Brescia fot® million. This sale gave Endesa Iti
an implicit value of € 2,989 million, an increade36.4% over the initial purchase price by the @stism in September 2001, resulting in a
net gain of € 24 million. As a result of the for@gptransactions, Endesa lItalia is currently ow8@% by us and 20% by ASM Brescia.
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In September 2006, Endesa ltalia acquired 58.358eofienerating companies Centro Energia Tevengla&Cantro Energi Ferrara, eac
owning a CCGT plant with a CIP-6 rate and a tatatalled power output of 340 MW.

Endesa Italia is the third-largest electricity geter in Italy, with 6,614 MW of installed powercan 8% market share in Italy.
The following table sets forth the facilities caited by Endesa in Italy:

Installed Power as al
December 31, 2006

Plant Type of Power (MW)
Endesa lItalia
Tavazzanc Steam 1,84C
Monfalcone Steam 976
Terni Nucleal Hydro 530
Ostiglia Steam 1,53C
Fiume Santc Steam 1,04C
Cotronei Nuclea Hydro 369
Trapani Steam 170
Catanzaro Nuclez Hydro 115
Florinas Wind Farn Wind 20
Vizzini Wind Farm Wind 24
Total Endesa ltalia 6,614
Rest of Italy
lardino Wind Farn wind 14
Centro Eneria Teverola(1 Steam 170
Centro Energia Ferrara(1) Steam 170
Total Rest of Italy 354
Total 6,96¢

(1) The CIP 6 Regulation 6/92 was issued byGloeitato Interministeriale Prezzito establish incentives in operations and maantea,
the cost of fuel, the investment in new generatafiqdants using renewable resources and the salectricity produced from renewal
resources. The Centro Energia Teverola and Cemieoglia Ferrara have a 15-year incentive tarifinftbe date they began operations,
for the investment in the plants, part of the opens and maintenance and the cost of fuel.

Net generation output stood at 25,723 GWh in 2@@dncrease of 10% from 2005, due mainly to thiedoinmercial operation of the
2005 conversion of the Ostiglia plant’s group 3 #rel Tavazzano plant’s group 6 to a combined oyefeerator, and the purchase of the
Teverola and Ferrara CCGT plants and the lardimaiarm.

Sales amounted to 33,584 GWh, an increase of &6&b 2005, due mainly to the increase in productind the 18% increase in energy
purchases from third parties. Endesa Italia inaégmirchases of imported energy from 1,658 GWHDE20 1,950 GWh in 2006.

The conversion of the Ostiglia plant’s group 3 émel Tavazzano plant’s group 6 CCGT plants is plaBralesa Italia’s thermal plant
repowering program initiated in 2002. This prograntails the conversion of these plants to moreiefit and environmentally friendly
technologies, while also significantly increasihgit installed capacity. Under this program, Ogiglroups 1, 2 and 3, and Tavazzano groups
5 and 6 have already been converted to a combiyedd, @and groups 3 and 4 of the Fiume Santo poveer pave been converted to coal. The
Monfalcone plant’s groups 3 and 4 are still pendingversion but
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desulpherizers are being constructed for groupsd12awhich will allow a significant reduction ihe plant’s emissions.

In accordance with local law enacted to comply Wit Kyoto accords, Endesa Italia has includetsi2006 financial statements a
provision of € 37.5 million to cover the estimataxbt of CO, emissions for 2006 that are not covesethe emission rights under the
National Allocation Plan (th“ltalian NAP”) approved by the Italian governmeAt.the end of 2006, the Italian government subrditte
proposal for 2008-2012 emissions allocations utiteitalian NAP to the European Union for approvaijch remains pending as of the date
of this annual report.

The Renewable Business

Endesa Italia continues to produce electricity ggeanewable energies at its 20 MW Florinas windhfégcated in the Sardinian region
the same name and uses animal waste and oliveiesfsidcombustion in the coal groups of the Mordake plant. The 24 MW Vizzini wind
farm, located in Sicilia, was added to Endesadtslienewable energy assets in December 2006.

The 14 MW lardino wind farm, located in Campaniasvadded to Endesa Europa’s renewable energy asdetse 2006.

The Trapani (32 MW) wind farm is near completior as expected to begin operating in the first qerasf 2007. Both the Trapani wind
farm and the Vizzini wind farm belong to IDAS, whiwvas merged with and into Endesa Italia in Noven20€6.

Under the master agreement between Gamesa andatidedlonte Cute (42 MW) and Poggi Alti (20 MW)ngifarms which entered
into operation in February 2007, and the Marco Aargeverino (44 MW) wind farm is under constructiand is expected to be in operation
by the first half of 2008. In January 2007, EndEseopa acquired two additional wind farms: Pian€didi, with 64 MW capacity, and Serra
Pelata, with 58 MW capacity, and are projectedegif operations in the first half of 2008.

Endesa Italia reported sales of 33,584 GWh, areasm of 8.6% over 2005, as a result of higher ¢atpdi an 18% rise in power
purchases from third parties. A large part of thigease can be attributed to Endesa Europa dapitabn its position in France, allowing
Endesa Italia to increase its energy imports t6@ 8Wh in 2006, from 1,658 GWh in 2005.

Marketing of Electricity

In March 2006, Endesa Europa acquired 50% of MP&din, a marketer to residential customers, witbssaf 1,906 GWh in 2006,
consolidating its position in marketing electricityltaly. The other 50% of MPE Energia is ownedMgrloni Proyecto Energia.

Marketing activity also continued through Endesadpa Power & Fuel, which sold 5,878 GWh in 2006.

Endesa Europa owns 50% of Ergon Energia, whictshkas of 7,121 GWh in 2006. The remaining 50% gBrEnergia is owned by
ASM Brescia.

Other Endesa Europa Projects

In 2006 construction continued on the Scandale p@heat, belonging to Ergosud S.p.A., which is falMned by Endesa Europa and
half-owned by ASM Brescia.

Ergosud S.p.A. owns land and holds the necessamitsefor the construction of two CCGT plants oD4dW each that will produce
electricity and heat. Under current projections, plants will begin operations in 2008.

36




We have also purchased 25.5% of OLT Offshore LGNc&@aa S.R.L., which owns the Livorno regasificatienminal project that was
authorized for construction by the Italian authestin 2006. The project will provide us with thght to 1.5 bcm of gas beginning in 2008.
This regasification capacity will be used to suphlg CCGT plants currently operating in Italy ahdge that are planned for the future.

France

We operate in France through our 65% stake in thedh electricity generatadBociété Nationale d’Electricité et de Thermidqi@net”).
The other stockholders a@harbonnages de Fran¢eCdF"), with a 16.25% interest arielectricité de Franc€“EdF"), with an 18.25%
interest. In December 2006, Snet launched its nesetname, Endesa France.

This company has four coal-fired steam power planirance, with an aggregate installed capacit®, 477 MW at December 31, 20086,
which produced 8,248 GWh in 2006. The followingléaghows the facilities controlled by Endesa inném

Installed Power as al
December 31, 2006

Plant_ Type of Power (MW)
Emile Huchet 4 (northeast) Steam 125
Emile Huchet 5 (northeas Steam 343
Emile Huchet 6 (northeas Steam 618
Hornaing 3 (north Steam 253
Provence 5 (Gardani-south) Steam 618
Lucy 3 (center Steam 270
Soprolif (Gardanne-south) Steam 250
Total 2,477

Snet sold 19,022 GWh in 2006, of which 9,852 GWimedrom its own production, and the remaining 9,GK0h was purchased from
other companies. Marketing sales were 4,532 GWhdre than 150 customers on the French open magptoximately 80% of production
is sold to EdF.

Snet has also sold 13 TWh in multi-year contradtk @ duration of between 5 and 6 years.

Desulphurization and Denitrification Project

In 2005, assembly work began on the desulphurizatial denitrification systems for two 600 MW grougRrovence 5 and Emile
Huchet 6. These systems will allow both groupsamgly with the EU Directive limiting the emissiotigat may be produced at large
combustion facilities by January 1, 2008. Investhierhe project is expected to total approxima&hi62 million.

At the Emile Huchet plant, denitrification was ¢ad out under the planned program, and tests wiltinue until the beginning of 2007.
The desulphurization project, which was more comphent into operation in December 2006. At theviére unit, the project is ongoing.

At the end of 2006, the amount of investments red&124.9 million, 77% of the total project budge€ 162 million.

Wind Power

In 2006, Snet confirmed its desire to invest inetgable energy, particularly in wind power, with tiigective of reaching 200 MW in
installations using this renewable energy technplmg2010.

In 2005, we received the construction permit far tlehaucourt wind farm in Picardie. This 10 MW wiiadm is scheduled to begin
operation in the first half of 2007.
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In July 2006, we received the construction peranitef wind farm in Ambon, and in November 2006 weeireed the construction permit
for a wind farm in Muzillac, both in Bretagne. Tkewind farms total 20 MW and are scheduled to begerations in 2008.

The proposed wind farm in Les Moindreaux in Chage¥laritimes, a 10 MW project, received a favorablponse to a local public
survey, which is the first step to receiving thquisite construction permit.

We have two other projects in development with ggregate output of 43.5 MW, corresponding to 17\& v La Marne and 26 MW i
Bretagne. In October 2006, permits were obtainedhf® construction of the Cernon project. On Felyr@a 2007, we purchased Les Vents de
Cernon, the owner of the construction and operaigirts for the first phase of the Cernon faci(itp MW). On April 27, 2007, we purchased
49% of Centrale Eolienne de Cernon, the owner®fttnstruction and operation rights for the seqamake of the Cernon facility (7.5 MW).
We aim to commence operations at Cernon in 2008.

Currently our portfolio of wind power projects imafce amounts to 100 MW, and close to half hagdjyréeen authorized for
construction.

New Sites

In 2006, agreements were signed for the acquisiti@hreserving of two new sites:

< In June, an agreement was signed with the Poredf&vre to reserve, for a 3-year period, a pldané of 20 hectares, which site we
are assessing for its suitability for constructidra coal-fired power plant.

* In July, Snet acquired a 15-hectare plot of landifthe Municipality of Lacq. The construction ofawf00 MW CCGT units is
planned for this site.
Industrial Plan

During 2006, Snet continued developing its indasplan, which includes the construction of fived4@W CCGT units each, with a g¢
of reaching 2,000 MW in power by 2010.

The new units will diversify Snet’s power genergtfarm, introducing natural gas and offsettingfihal shutdown of the Lucy 3,
Hornaing 3 and Emile Huchet 5 units scheduled fargo 2015.

The two 400 MW units planned for the Emile Huchtg bave already received construction permitaddition to an operating license.
The new Hornaing CCGT unit also has a construgienmit.

The development of the rest of the CCGT project®igtinuing along the established schedule angéhinent government
authorizations and licenses are in the processaugs
Snet Investments

In 2005, Snet acquired an additional 4.36% investritea cogeneration plant, Bialystok, with 330e Mif\Minstalled capacity in Poland.
Bialystok generated 1,604 GWh in 2006. As a resiutlhis transaction, Snet currently owns 69.58%ialystok.
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In addition, Snet holds a 50% interest in AlteK,uakish company, which operates a 40 MW hydroeilegtiant, and at the end of 2005
inaugurated an 80 MW CCGT plant at Kirklareli. Tlant met its technical expectations in its firsay of operation.

Snet also holds a 45% share in Soprolif, whosecip@h business is the construction and operaticm @fculating fluidized-bed boiler at
Gardanne (France), with capacity of 250 MW. Snéiictv previously held a 20% investment in Sopraldquired the 25% investment that
Endesa Europa held in Soprolif in 2006, increagmgwnership percentage to 45%. The remaining E5B&ld by EdF through its subsidiary
EDEV.

On February 26, 2005, the National Allocation Flam(the “French NAP”) for CQ emissions was pubéd in France. The plan
assigned Snet 9,065 Mt/year for 2005-2007. The figan Commission approved the French NAP (2008—-2@1Rjarch 26, 2007. The
assignation of CQ emission rights to companiestplan France has not yet occured as of the dat@énnual report.

Rest of Europe

Poland

In September 2006, Endesa Polska, with headquamt&varsaw, was created as an investment vehicleridesa Europa in Poland, as
well as for marketing to wholesale customers anctligpment of energy management. In December 200@e&a Polska was awarded 20
MW for January 2007 in the Poland—Germany intereation.

In addition, as explained above, Snet owns a chintydnterest in the cogeneration plant, Bialystekth 330e MW of installed capacity
and its 10% ownership in the Polish market (Towa@ielda Energii).
Greece

In April 2007, Endesa Europa signed a strategiaradk with Mytilineos Holding, S.A. (“Mytilineos”)a metallurgical and engineering
company, to operate in Greece with the potentiakjmand into other markets in southeastern Eurbipis.alliance will take the form of a joi
venture, in which we will have a 50.01% interest.

Mytilineos will contribute all of its energy, theahand renewable assets to this joint venture galaith the licenses that it currently
holds, and Endesa Europa will contribute € 485iamland an additional premium of up to € 115 millivhich will be payable upon the
success of certain wind projects that are curreénttiie approval stage.

The new company will become the first independeetrgy operator in Greece and will have the largestffolio of construction and
development projects in Greece, as well as a bathgeneration mix between thermal and renewablecitgp
Morocco

On January 19, 2005, the Tahaddart CCGT power piavibrocco began commercial service. This powanplwhich has an installed
power of 384 MW and is located in the town of thene name, is owned by the Office National d’Eledtiwith a 48% share, Endesa with a
32% share, and Siemens with a 20% share.

During 2006, the plant generated 2.5 TWh, 25% ntiwe@ in 2005.
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Supply

We seek to take advantage of the opportunitiemgrfsom the growing number of customers in Eurag can contract freely with
suppliers.

In France, Snet supplied 4,532 GWh of electriait006, and in Italy, Endesa Italia supplied 15,@%h to liberalized customers.

In February 2003, Endesa Energia, S.A. (“Endesadiai® entered into an agreement witbrces Eléctriques d’Andorrt supply
electricity to Andorra until December 2008, whidreement extends a prior agreement from Decemtg8. 1hder the terms of the
agreement, we will supply 50% of Andorra’s eledtyimeeds.

On November 4, 2003, we and the Italian group ASfésBia announced the formation of a jointly ownedhpany, Ergon Energia.
Ergon Energia will supply electricity, gas and poservices to eligible customers in Italy. To supfErgon Energia’s operations, Endesa
Italia will provide technological system and protlsapport and ASM Brescia will contribute its knegte of the Italian market. Ergon
Energia will sell the electricity generated by Esalétalia’s plants in Italy.

The European Wholesale Market and Energy Trading

Deregulation of the European electricity sectorledso the development of wholesale markets whgemnts can buy energy from, and
sell energy to, a number of producers, traderssapgliers, directly or through brokers, both biftatly and through exchanges. As a result,
generation assets and supply activities in Europénareasingly exposed to market risks. The Euanpsectricity sector has evolved toward
several regional wholesale electricity markets,mntost important of which is the Central Europeamk®g including Germany, France,
Switzerland and Austria and, with a lower degre@tgfgration, the Netherlands and Belgium.

Endesa has followed a proactive strategy to fatdithe development of wholesale markets in Europ£999, we acquired a 10%
interest in the Amsterdam Power Exchange (whichblean renamed ENDEX), which established the firgaoized spot market in continet
Europe, of which we now hold 2.5%. We were subsetip@ founding member and owner of a 10% inteireStowarowa Gielda Energii, a
company that operates a power exchange in Polaridovember 2001, we acquired a 5% interest in Pogwy which began operating an
organized spot market in France at the end of 2001.

The objective of our trading activities in Eurogdd support our generation and supply businesssedking to increase the return on
our assets while hedging the market risk associaigdgeneration and supply activities. During 2006r trading activities involved
purchases and sales of electricity, substantidlllyfavhich were physical transactions, under batbdium-term (typically one year) contracts
and in short-term transactions through over-theateumarkets (bilateral transactions) and the rairopean exchanges. Other important
activities have involved sourcing energy for satederegulated customers in France, as well asihg@grchases and sales of natural gas to
deregulated customers in Spain.

Activities in the European Wholesale Markets

We operate in the European wholesale markets torggter our generation and supply activities owgdite Spanish and Portuguese
market. Among other objectives, this strategy pesius with the necessary power supply to fulil contracts with European customers
balance our risk positions in those areas wherepeegate. We perform this activity through our sdlasly, Endesa Trading.

In 2006, activity in the European wholesale markeds shaped by the high volatility of GO emisgigts, which impacted the price
of electricity futures.
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Volumes traded through bilateral contracts incrdaserganized markets such as Powernext, EEX of.AfPe EEX reached 89 TWh
2006, up 35% from 2005; the APX climbed to 19 TWh,19% from 2005; and the French market Powernextifich we hold a 5% stake)
recorded a figure of 30 TWh, up 53% from 2005.

Electricity futures did not rise significantly ird@6, and the base price for 2007, € 48.9/MWh im@ery and € 51.7/MWh in France at
the start of 2006, was at € 50/MWh in Germany a®0.8/MWh in France at the end of the year. Aversgs prices in 2006 increased in
France and Germany. The average base price fommst 50/MWh, up from € 45/MWh, in 2005.

In 2006, Endesa Trading handled total energy votuaiel6.12 TWh from operations with Italian custesgl1.78 TWh), and Snet (5.5
TWh). The rest corresponded to direct supply catdravith large industrial customers and others,iamgbrt and export operations via the
interconnections among Spain, France, GermanyaHo|IBelgium, Denmark, Italy and Slovenia.

We highlight the energy obtained by Endesa Tradingrtual capacity auctions (VPP) organized inrfe@ by Electricité de France
(EdF), for a volume of 2.6 TWh covering a periodween 2006 and 2008, and those organized by DobBgimmark, in which a volume of
0.81 TWh was obtained for 2006.

Cross-Border Electricity Exchange

In 2006, in accordance with European directivesrgigg increasing transparency and promotion ofpmtitiveness in awarding
interconnection capacity between countries, thebmrrof interconnections to which the explicit cdnated auction method would be applied
was increased, including the interconnections betwgpain and France.

Endesa Trading participated in capacity auctiotm&éen Germany and Holland, securing a total volofe84 GWh from Germany to
Holland, and 265 GWh from Holland to Germany.

The energy transported during 2006 from Francéaly hmounted to 1.71 TWh. With regard to interaeetions in France, power
imports from Spain amounted to 73 GWh, while expoarére 173 GWh.

CO 2 Emissions Market

In April 2006, the first redemption of emissionhtg for the first phase of the European natioriatation plans took place. An excess in
allocated emission rights was determined in theonitgjof countries participating in the ETS, whiasulted in the prices of C© emission
rights falling from € 29/t to € 12/t in a few days)d producing a drag on electricity futures. Iditidn, the decrease in the price of emission
rights generated strong increases in the tradirepa$sion rights on both the organized markets @Poext, Nordpool, EEX, ECX) and the
OTC.

During the year, Endesa Trading channeled purcterssales of C@ emission rights between SneEadésa Italia of approximately
4.40 million tons for the 2006—2007 period. Theprof emission rights was € 21.88/t on Januan@@62while it was € 6.45/t at
December 31, 2006.

Electricity Business in Latin America

General

We are involved in the generation, transmissiostrihution and supply of electricity in five couias in Latin America, where we had an
installed capacity of 14,317 MW and approximately6lmillion customers at December 31, 2006. Wepareof the largest private electricity
operators in Latin America in terms of consolida&sdets and operating revenues. We are presehil@ 8rgentina, Colombia, Peru, and
Brazil, and participate in the SIEPAC electricityarconnection system that will link the six Ceh&kenerican countries.
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Our electricity business in Latin America is conghatprincipally through our subsidiary Enersiswinich we currently hold a 60.62%
interest, as well as through interests we haveissdjdirectly in companies in the region. We acedicontrol of Enersis in April 1999.
Enersis is an electricity utility company primarépgaged, through its principal subsidiaries ateted companies, in the generation,
transmission and distribution of electricity in &hiArgentina, Brazil, Colombia and Peru. Througtd&sa Chile, one of Enersimnsolidater
subsidiaries, Enersis is the largest private sedtatricity generation company in Latin Americaénms of installed capacity. Enersis also
owns electricity distribution companies in Latin Anita directly or through Chilectra with more thEh6 million customers at December 31,
2006. Each of Enersis’ and Endesa Chile’s Amerimspositary shares, evidencing American depositogipts, are traded on the New York
Stock Exchange, and each of Enersis and Endesa Skilreporting company in the United Statesfitest annual reports on Form 20-F with,
and furnishes periodic reports to, the SEC.

The following table sets forth, at December 31,&0&rtain information regarding our principal sdigries active in the Latin Americi
electricity business.

Economic
Interest Total
Direct Through the Economic
Economic Ownership
Interest of Enersis Voting Installed
Company Endesa(1) Group(1) Interest(1) Interest(1) Capacity No. of Clients
(MW) (millions)
Argentina:
Central Costanera(: — 23.36% 23.36% 64.27% 2,31¢ n.a.
Hidroeléctrica el Chodn(2) — 17.25% 17.25% 65.1<% 1,32C n.a.
Dock Sud 39.9%% — 39.9%% 69.9% 870 n.a.
Edesul 6.22% 39.64% 45.8€% 99.45% n.a. 2.2
TESA* 27.94% 31.6(% 59.54% 100.0(% n.a. n.a.
CTM* 27.94% 31.6(% 59.54% 100.0(% n.a. n.a.
CEMSA 55.0(% 16.36% 71.3€% 100.0(% n.a. n.a.
Brazil:
Cachoeire 27.8%% 31.41% 59.3(% 99.61% 658 n.a.
Fortaleze 27.94% 31.6C% 59.54% 100.0(% 321.€ n.a.
Ampla 13.1C% 41.95% 55.0%% 91.95% n.a. 2.3
CIEN* 27.94% 31.6(% 59.54% 100.0(% n.a. n.a.
Coelce 13.3% 20.7%% 34.12% 58.8€% n.a. 2.5
Colombia:
C.H. Betanic — 36.3€% 36.3€% 99.9% 541 n.a.
Emgese 25.02% 11.72% 36.75% 48.4% 2,237.¢ n.a.
Codens: 26.6€% 16.37% 43.02% 48.48% n.a. 2.1
Chile:
Endesa Chili — 36.3€% 36.3€% 59.9¢% 4,477 n.a.
San Isidro** — 36.36% 36.36% 100.0(% n.a. n.a.
Pangue** 5.01% 34.54% 39.55% 99.9% n.a. n.a.
Celta** — 36.3€% 36.3€% 100.0(% n.a. n.a.
Pehuenche* — 33.6%% 33.6%% 92.65% n.a. n.a.
Chilectra — 60.07% 60.07% 99.0<% n.a. 1.4
Peru:
Edegel 5.62% 12.02% 17.64% 61.0€% 1,425.7 n.a.
E. de Piura 48.0C% — 48.0C% 60.0(% 146 n.a.
Edelnor 18.01% 20.32% 38.3%% 60.0(% 2.3 1.0

(See footnotes on next page)
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* Transmission company.
** |nstalled capacity included in Endesa Chile.
(1) We have considered International Finance CorpardtieC) as a shareholder of Endesa Brasil with7&@2stake.

(2) On February 28, 2007, Endesa acquired 100% ofrtiaary shares of Southern Cone Power Argentina, 8efiresenting 5.5% of the
share capital of Endesa Costanera. On March 8,, Hifesa Chile acquired from CMS Generation Co.G& Generation S.R.L.
(individually and collectively, “CMS"), shares reggenting 25% of the share capital of Hidroinvest She Argentine holding company
and controller of EI Chocon. Endesa Chile also aeqw2.5% of the share capital of El Chocon. Therslpurchase was carried out
through the exercise of the right of first refuselich was agreed to in the shareholders agreebetween CMS and Endesa Chile, and
the shareholders agreement was terminated. Asili ofshe foregoing share purchases, Endesa inetkiis beneficial interest in El
Chocén and Costanera from 65.19% to 67.67 % amd &4.27% to 69.76 %, respectively.

Chile
36% of our consolidated assets in Latin Americaimi@hile. We have 2,739 employees in Chile.
We are present in the Chilean market as the cdingahareholder of Enersis, with 60.62% of itsitastock.

We also indirectly own 59.98% of Endesa Chile,ghacipal generating company of the country, whiels directly or through its
subsidiaries a total capacity of 4,477 MW of inslpower. Endesa Chile has investments in othde&@hgenerating companies as well,
such as San Isidro, Pangue, Celta and Pehuendtieeffoore, Endesa Chile owns 50% of Gas Atacamihwias 781 MW of installed
steam power. As Endesa Chile shares control ofA&asama with another shareholder, neither its easda®alue nor its power output is

included in our consolidated figures for Latin Arcar
We also indirectly own 99.09% of the distributoril€btra through Enersis. Chilectra has 1.4 millaustomers.

In addition, Enersis has significant investmentthiio Chile and in other Latin American countrigsreal estate, engineering, data
processing and services companies.

Colombia
21% of our consolidated assets in Latin Americaira@olombia. We have 1,602 employees in Colombia.

We manage 2,779 MW of installed power in Colomiiee have a 48.48% investment in Emgesa, the laggasrating company in
Colombia, with 2,238 MW of installed power, anddhal 99.99% investment in the C.H. Betania 541 MW eroplant.

In addition, we own 48.48% of the distributor Cosl@nwhich supplies electricity to 2.1 million custers. Our partner in both Emgesa
and Codensa is Empresa Eléctrica de Bogota (“EBi)ch owns 51.51% of each company. EEB is publiaid.

Codensa returned to its shareholders € 34.7 milli@onnection with capital reductions in 2006.

Brazil
25% of our consolidated assets in Latin Americairafrazil. We have 3,335 employees in Brazil.
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In 2005, we completed the establishment of EndeaaiBS.A., a holding company that holds all of Buazilian investments.

In power generation, we hold 99.6% of the Cachdewarada 658 MW hydroelectric plant, and 100% ef321.6 MW Fortaleza steam
electric plant.

In transportation, we hold 100% of Companhia dertdnexdo Energética S.A. (“CIEN”), a company thanhages the electric
interconnection between Brazil and Argentina thioadl,000-kilometer-long power line and 2,000 MWirttalled power.

In distribution, we manage Companhia de Eletriceddd Rio de Janeiro, S.A. (“Ampla”), and Comparifriergética de Ceara
(“Coelce™), in which we hold controlling stakes @f.9% and 58.9%, respectively. Ampla distributesrgy to 2.3 million customers in the
State of Rio de Janeiro. Coelce sells electriaitg.6 million customers in the State of Ceara.

Peru

11% of our consolidated Latin American assets mieeru. We have 1,146 employees in Peru.

We manage 1,574 MW of installed power in Peru. \IWectly hold 61.1% of Edegel, with 1,425.7 MW ostalled power, and 60% of
Empresa Eléctrica de Piura (EEPSA), with 146 MVihefalled power. In addition, the distributor Edmlmas 2.3 MW of power. The merger
of Edegel and Etevensa was completed and pubkgdigtered in August 2006.

Moreover, we hold 60% of Edelnor, a company thatritiutes energy in the northern zone of Lima tb,080 customers, together with
Enersis.

Argentina

8% of our consolidated assets in Latin Americaimvrgentina. We have 3,091 employees in Argentina.

In generation, we have a controlling interest aB8% in Central Dock Sud, an installation with tgroups and combined power of 870
MW. In addition, we control, through Enersis andiEsa Chile, 64.3% of the Costanera steam powet, plarch has 2,319 MW of installed
power, and 65.2% of the El Chocén hydroelectric @oplant, which has 1,320 MW of power.

In distribution, we hold a 99.45% investment in &ale which supplies electricity to 2.2 million casters in southern Buenos Aires.

In transportation, we hold a 22.2% investment ityfec, an electricity transmission company thatrafgs and maintains the Yacireta
line, which is 282 km long, and the Resistenciagfarmer station.

In 2005, generation companies made a commitmethetérgentine government to build CCGT plants veittotal capacity of 1,600
MW. These facilities are scheduled to begin opetlecgommercial operation in the first half of 20@8d closed-cycle commercial operation
in the first half of 2009. In turn, the Argentinex@grnment has committed itself to finance and gadguestore normal operation of the
wholesale electricity market.

Central America

We are developing the SIEPAC project in Central Aioze Its objective is the construction of an dliedly interconnection trunk line
between six countries in the region (Guatemal&dtvador, Honduras, Nicaragua, Costa Rica and Pandthis line will be 1,880 km long,
230 kV and a transmission capacity of 300 MW.
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Empresa Propietaria de la Red (“EPR”) overseeSIB&AC project, and will own the interconnectioidgrnce complete. We own
12.5% of EPR.

Moreover, SIEPAC is asking for the development @femtral American wholesale electricity market, Regional Electric Market
(MER) and its regional agencies, the Regional Eettterconnection Commission and the Regionalr@jireg Agency (EOR).
Electricity Generation and Transmissio

Generation

At December 31, 2006, we had an installed capa€ify4,317 MW in Latin America, most of which is tehrough our subsidiary
Endesa Chile, of which we hold a 36.36% economrast through Enersis. Approximately 60% of thetdtled capacity corresponds to
hydroelectric power stations and approximately 46%mermal power stations.

The following table shows the installed capacityof consolidated subsidiaries in Latin Americacbyntry for the periods indicated.

Percentage
change
Country* 2004 2005 2006 2006/200%
(MW) (MW) (MW)
Chile 4,477 4,477 4,477 —
Argentina 4,49z 4,492 4,50¢ 0.3%
Colombia 2,60¢ 2,657 2,77¢ 4.6%
Peru 1,43€ 1,42¢€ 1,574 10.1%
Brazil 1,03¢  1,03¢ 979 (5.8)%
Total 14,05 14,095 14,317 1.6%

* Figures relate only to fully consolidated companigserefore, these figures do not include the 78¥ Mlating to the Atacama (Chile)

power plant.

During 2006, installation capacity increased by RR&, primarily as a consequence of the completibthe combined cycle of the
second gas turbine at Edegel (Peru) and the atignisif a fuel station in Cartagena de Indias (Gdi@).

Installation capacity decreased in Brazil due toghle of certain of Ampla’s hydroelectric genenatassets (62 MW) and in Colombia,
due to the closing of the San Antonio hydroeledtation (19.5 MW).

In 2006, our gross production of electricity in inaAmerica totaled 62,028 GWh, an increase of 78 2005. The following table
shows the gross production of electricity by ounsmlidated subsidiaries in Latin America by courftnythe periods indicated.

Percentage
change

Country* 2004 2005 2006 2006/200¢

(GWh) (GWh) (GWh)

Chile 16,797 18,764 19,97: 6.4%
Argentina 15,88¢ 16,15¢ 17,75: 9.9%
Colombia 11,881 11,864 12,56 5.9%
Peru 5,65¢ 6,89¢ 7,25C 5.1%
Brazil 4,88¢ 4,215 4,48¢ 6.6%
Total 55,10¢€ 57,890 62,02¢ 7.20%
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The increase in production was primarily due togtieng growth in demand stemming from the highnghorate of the regional
economy, and greater precipitation during the yeathe region overall, which aided the Endesa gaign farm, which produces mostly
hydroelectric power.

New Power Plants and Projects

We continued to take advantage of investment oppii#s in the generation business in 2006. WeMaaius power plants under
construction in Chile and Peru, as well as projacthe study phase.

Chile: San Isidro Il and Palmucho

Endesa Chile is currently constructing the SarrésidlCCGT power plant in Chile. The operation wik divided into three stages:
» From April 2006 the plant has operated with its gabines in open-cycle mode, with an installedacity of 248 MW;
* Dbeginning in the first quarter of 2008, it will apée as a CCGT plant using fuel oil, with an instlcapacity of 310 MW; and

* Dbeginning in the first or second quarter of 200%ards, the power plant will operate as a natural@&GT plant, with an installed
capacity of 377 MW.

Endesa Chile is also constructing the Palmuchodwgfdctric power plant in the Biobio region. Thisisun-of-river power plant located
at the foot of the Ralco hydroelectric power pldain. It will use the Ralco plant’s water flow (2 /s), with an installed capacity of 32
MW. The total investment in this project is expecte be $37 million, including civil works and eguient. The plant is due to come onstr
in 2007.

The Palmucho plant will not reduce capacity atRlaéco plant, nor are new water rights required. piltgect has received the necessary
authorizations from the Chilean environmental atithgCONAMA) which approved the environment impatatement on February 18, 2C

Chile: Regasification Plant with a Central Interaoected System

Endesa Chile is participating with Metrogas and ENA the construction of a regasification plan@Qmuintero Bay. The plant will play a
key role in supplying gas to the central regiorthaf country. It will supply the CCGT San Isidrgolant, among other installations. According
to our projections, the new plant will be able togess 9.6 million M of gas daily and will haveotlarge tanks with a storage capacity of
320,000 m? of LNG in two tanks. As of the datetotannual report, we estimate that this plant bellprovisionally on-stream in 2009, and
definitively on stream in the second or third geadf 2010.

Chile: Aysn Project

In 2006, we created Centrales Hidroeléctricas Aysén, 51% of which is owned by Endesa Chile anth4fy Colbun, to study the
opportunities for developing the hydroelectric pai@ of the Aysén zone (Region XI). The estimatedt of developing a new plant is
approximately $2.1 billion and when completed itulebprovide Chile with approximately 2,400 MW oftalled power, contributing
significantly to the safety of Chile’'s power suppliy order for the Aysén project to be develope@dntelec would have to build a 2,000 km,
high-tension electrical transmission line at amnessted cost of $1.5 billion.
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Chile: Endesa Eco

In 2005, we created Endesa Eco, a 100%-owned sahsaf Endesa Chile, to administer and managewabk energy projects in Latin
America. This company is developing the Ojos deamini-hydroelectric power plant project in the N&Chile area, with installed capac
of 9 MW. Total investment in this project will b&% million and it is due to come on stream in 2008.

Endesa Eco is also developing the Canela wind fasith,an installed capacity of 18 MW. The total @stment for this project is
expected to be $28 million and it is due to cometoeam at the end of 2007.

The 6.1 MW Piruquina mini-hydroelectric power plamt Chiloé Island is currently in the study phase & is due to come on stream in
early 2010.

Peru: Edegel Combine@ycle Plants

Our Peruvian subsidiary, Etevensa (which mergetd #itegel on June 1, 2006), was granted a licensapply Camisea natural gas,
which included a commitment to increase the insthdlapacity of its thermal plant at Ventanilla. Toenpany converted two of the turbine
its power plant from fuel oil to natural gas wittstalled capacity of 325 MW and came on streanpanacycle mode in August 2004. The
CCGT of the first turbine began operating in Ju@@&and the CCGT of the second turbine began apgriat September 2006.

As a result of these enlargements, the Ventaniflatfhas increased its potential power output b/ KIWV.
These works transformed a power plant, which preshipoperated with fuel oil, to one with nearly 8@ of CCGT capacity. This
plant is the first in Peru to use an important laeaource such as natural gas from the Camiskeh fie

Colombia: Acquisition of Termocartagena

In 2006, Endesa acquired the Termocartagena fueepgaer plant in Cartagena de Indias, with an ilestacapacity of 142 MW at
December 2006. It is currently being repowered whthconversion into a CCGT plant.

Transmission

CIEN

We own CIEN, the high-voltage electricity intercection between Brazil and Argentina, which hasaagmission capacity of 2,000
MW.

SIEPAC

In 2006, EPR finalized the tender process for thestruction of the transmission line for the SIEPgGject, a 1,880 km, 230 kV trunk
line for an interconnection grid among Guatemal&a&lvador, Honduras, Nicaragua, Costa Rica andfanEndesa Internacional, S.A., a
wholly owned subsidiary of Endesa, owns 12.5% dREPhe project is scheduled for completion in 2008h a total estimated investment
$370 million. Ingendesa, a wholly owned subsidiarEndesa Chile, S.A., won the bid for certain cacis of the SIEPAC project.

Twelve companies competed in the tender proceshniiat, a Mexican company, won the bid for an ioéenection grid among
Guatemala, El Salvador and Honduras and Abeng8paaish company, won the bid for an interconnediicthamong Nicaragua, Costa R
and Panama.
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In 2005, Interconexion Eléctrica, S.A. (ISA), a @obia-based company, joined EPR as the eighthgrauring that same year, EPR
met all the preconditions for accessing disbursesefthe loan from the Intekmerican Development Bank for financing the constinn. In
addition, the Banco Centroamericano de IntegraEidondmica has granted the project an initial laaah lzas authorized the signing of two
additional loans.

Other Transportation Assets

We also carry out electricity transmission actestin Argentina as a shareholder of Yacylec, wbjptrates a 282 km line between the
Yacireta hydroelectric plant and the Resistencidching station.

Through Endesa Chile we have a 50% stake in th&k8bGas Atacama gas pipeline, which carries gas tiee northern basin in
Argentina to the Norte Grande de Chile interconinacsystem (“SING”).

Electricity Distribution

In 2006, the companies in which we hold stakesiligied 58,281 GWh, an increase of 5.5% from 20@%pproximately 11.6 million
customers in Chile, Argentina, Brazil, Peru andd@ubia. The following table shows our total custosrend sales of electricity in Latin
America by country in 2006.

Country Customers Sales

(thousands) (GWh)
Argentina 2,19€ 14,831
Brazil 4,85¢ 15,43¢
Chile 1,437 12,371
Colombia 2,13¢€ 10,75¢
Peru 951 4,874
Total 11,581 58,281

Distribution in Argentina. In Argentina, through Enersis, we own an ecomadnterest of approximately 39.64% in Empresa
Distribuidora Sur S.A., or Edesur, the second-lstrgeivatized electricity distribution company imgentina in terms of energy purchases.
Edesur serves approximately 2.2 million customeithé greater Buenos Aires metropolitan area angeasated by Chilectra. The concession
from the Argentine regulators to transmit and distie electricity in Argentina is due to expired687.

Distribution in Brazil. In Brazil, we conduct our electricity distriboii business through Companhia de Eletricidade del®iJaneiro,
S.A., or Ampla, one of the largest electricity distitors in the State of Rio de Janeiro, and CorhjzaBnergética de Ceaidr, Coelce, the so
electricity distributor in the State of Ceard intheastern Brazil. Ampla serves approximately 2ilBan customers and Coelce serves
approximately 2.5 million customers in their regperconcession areas. Both Ampla and Coelce ageatgd by Chilectra, S.A., a Chilean
distribution company. We currently hold an econoimterest of approximately 55.05% in Ampla. Ourmamic interest in Coelce is
approximately 34.12%.

Distribution in Chile. In Chile, through Enersis, we conduct our eleityr distribution business through Chilectra SGhilectra is the
largest electricity distribution company in Chiteterms of the number of clients, assets and ersalgg and served approximately 1.4 million
customers in the greater Santiago metropolitaniar2@06.

As part of our policy to simplify our corporategtture in Latin America, in 2005 we initiated predings to finalize the merger betwe
Elesur, our former investment company in Chile,ahhis wholly owned by Enersis, and the distributtmmpany Chilectra. On March 31,
2006, this merger was finalized and Chilectra visgssturviving business entity.

48




Distribution in Colombia. In Colombia, we hold an approximate 43.03% ecainanterest in Codensa, S.A. E.S.P. Codensa is an
electricity distribution company that serves apjprmately 2.1 million customers in the area of Bogand is operated by Endesa. Codensa wa:s
created from the division of the generation andrithistion assets of Empresa de Energia de Bog#taEsS.P.

Distribution in Peru. In Peru, we own an approximately 38.33% inteire&delnor S.A., an electricity distribution conmyathat serves
approximately 950,000 customers in its concessiea & the northern part of Lima. Chilectra is tiperator of Edelnor.

Tariff Revisions

In Chile, the new tariffs for sub-transmission wptiblished in November 2006. They apply to the mediand high-voltage
transmission grids that solely supply consumetiéncontract award areas of distribution compaarekthat do not belong to either the main
transmission system or to distribution grids.

This process meant a reduction in compensatiorghwiias later approved by the Panel of Experts ifaitration body that resolves
technical discrepancies in the industry), as Chidewas bidding at the same level as the other emiep in the industry (a total of 33
companies). Chilectra has appealed this decisimugfh the courts where it expects the issue t@belved. While the tribunal ruled against
Chilectra, Chilectra will appeal to tt@&ontrolaria.

In Brazil, Coelce performed its annual tariff resisand a 10% increase was approved and fully eppti April 2006. Ampla received a
2.9% increase which was fully applied in March 2006

In Argentina, Law 26.204, ratified in December 208gtends the Public Emergency Law 25.561 andea@l@ws, including Law 25.79
to December 31, 2007, making it obligatory to rastege contracts for public works and services Haate been affected by a public
emergency.

In 2005, Edesur signed an agreement with the Angegtovernment to revise the distribution tarifhish had been changed into
Argentinean pesos and frozen in 2002 under the @oanEmergency Law. This agreement was ratifiethigyexecutive branch of the
Argentine government and includes a new tariff deife effective as of February 2007, providing forigcrease of 38% in the distribution
cumulative value. Under the agreement, the taridfféase will be retroactive to November 2005, whth overall tariff revisions going into
effect in February 2008.

Managing Distribution Losses

Energy losses in the distribution from our subsid&in Latin America amounted to 11.2% in 2006 paned with 11.8% in 2005.

In 2006, we continued a project designed to deereasrgy losses in the Rio de Janeiro distribudi@a operated by Ampla. The proje
called Red Ampla, incorporates advanced technadagite the network to prevent the theft of eledtyidnvestment in the project was € 47
million in 2006. Thus far, the project has demasistd clear results, including a decrease of loseas53.4% to 3.1% for those customers
who were fitted with new electricity meters. In B)®Red Ampla supplied 358,000 customers.

These positive results and the short time framehith the investment has been recovered (thre@adradf years) make Red Ampla one
of the most successful and groundbreaking projeethave undertaken in the field of electric enatigyribution in the region.

Following the trend seen in previous years, in 2@@6ncreased the quality of service in the coestmn which we operate. Specifically,
the average percentage of interruptions at ouridialies in the region was 7.9%, the same as ir5280d the annual average interruption
time per customer fell by 2.9% to 9.9 hours a year.
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Corporate Restructuring

We have implemented a policy to simplify our opienag in Latin America, including simplifying asseinagement, gaining synergies
wherever possible and returning cash flow to Spain.

The following transactions were completed in 2006:

In Chile, on March 31, 2006, the merger betweemsitlea wholly owned Enersis subsidiary and our farmvestment vehicle in
Chile, and Chilectra, a distribution company opiegain Chile, was completed. The surviving compapgrates as Chilectra.

In Chile, on September 4, 2006, we created Cestidigroeléctricas de Aysén S.A., which is 51% owhgdEndesa Chile and 49%
owned by Colbun, to develop a hydroelectric plarthie Aysén’s XI Region. The proposed developmenild’have an estimated
capacity of 2,400 MW distributed through severadtoglectric power plants.

In Chile, we dissolved Enersis Internacional andetlra Internacional on December 27, 2006.

In Peru, the merger of Edegel, a hydroelectric payemeration company in which Endesa Chile hadleesiand Etevensa, a
combined-cycle generation company in which Endesarhacional, S.A. (“Endesa Internacional”) hadreal stake, was completed
and publicly registered in August 2006.

In Peru, in the third quarter of 2006, Generalim@&. Svhose only asset is the ownership of 5.62%ddégel, completed its partial
spin-off and Endesa Internacional, S.A. becamsals shareholder.

In Colombia, Capital Energia S.A. was dissolvedlanuary 26, 2006, which allowed Endesa Internati@A. to take a direct stake
in Emgesa.

In Colombia, the Company Supervisory Boaflperintendencia de Sociedadeaithorized the spin-off of Betania, allowing Esde
Chile to acquire 99.99% ownership of Centrales btictrica de Betania (“Betania”).

In Colombia, we signed an agreement with the EEBecember 14, 2006, to merge Emgesa and Betanieh wterger is expected
to occur in the second quarter of 2007.

In Brazil, in response to Brazilian law, we creafedpla Investimentos e Servicos S.A. on DecembeR@05, to hold our stake in
Coelce through Investluz. The shareholders ofdbmpany and the ownership percentages are theasithese of Ampla Energia e
Servigos, S.A. (“Ampla Energia”).

In Brazil, we sold Ampla Geracao, S.A. to Grupo 18alyp, which subsequently changed its name to @u@eracao, S.A.

In Brazil, in the first quarter of 2007, Endesaelmacional, S.A. absorbed Endesa Internacionalgimétda., and increased its direct
interest in Endesa Brazil from 27.5% to 28.48%.
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Capital Expenditures and Divestitures

The following table sets forth our capital expeuadis and other investments by type for the yeadd 28005 and 2006. Financing in
those years consisted primarily of internally geed funds.

2004 2005 2006
(in millions of euros)

Capital Expenditures:

Power station 1,11€ 1,294 1,764
Distribution facilities 1,32¢ 1,77¢ 1,901
Other 120 186 105
Total capital expenditures 2,565 3,25¢  3,77C
Investments:
Total other investments 884(1) 381(2) 566(3)
Total capital expenditures and other investments 3,44¢ 3,64C 4,33¢€

(1) Includes mainly a € 121 million investment to acquan additional interest in Snet, a € 261 milliovestment to acquire an additional
interest in Auna and a € 187 million capital sulpg@n in Smartcom.

(2) Includes mainly a € 151 million investment to acqui00% of Finerge and a € 27 million purchase iofonity shareholders’ interests in
Sodelif, Bialystok and San Isidro.

(3) Includes mainly a € 57 million investment to acquiB.35% of Centro Energia Teverola, a € 35 mililmestment to acquire 58.35% of
and Centro Energia Ferrara, a € 26 million investie acquire 100% of P.E. Monte Cute andIb4nillion investment to acquire 10C
of P.E. Marco Aurelio Severino.

Capital Expenditures

In 2006, we made total capital expenditures of/3,million, 69.8% of which was made in our domeslectricity business, 7.2% of
which was made in our European electricity businasd 23.0% of which was made in our Latin Amerietectricity business. Of the total
capital expenditures, € 2,713 million were recureapital expenditures and € 1,057 million wereested in increased capacity and other
nonrecurrent capital expenditures.

In 2005, we made total capital expenditures of253 million, 73.1% of which was made in our domesiectricity business, 8.5% of
which was made in our European electricity busimest18.4% of which was made in our Latin Ameriebettricity business. Of the total
capital expenditures, € 2,420 million were recure@pital expenditures and € 839 million were ingdsn increased capacity and other
nonrecurrent capital expenditures.

In 2004, we made total capital expenditures o562, million, 71% of which was made in our domestiectricity business, 10% of
which was made in our European electricity busirmess19% of which was made in our Latin Americat#lcity business. Of the total
capital expenditures, € 1,789 million were recureapital expenditures and € 776 million were ingddn increased capacity and other
nonrecurrent capital expenditures.

Divestitures

In 2006, we divested approximately € 800 milliorassets. The following describes our principal siiferes since 2004:
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2006
* in the first quarter of 2006, we sold a 5.01% stak&una (Spain) for € 378 million, which resultedcapital gains of € 171 million;

* in the second quarter of 2006, we sold generatiminess Ampla (Brazil) for € 39 million, which rét&d in capital gains of € 12
million;

« inthe second quarter of 2006, we sold 49% of NQ@BE far € 59 million, which resulted in capital gaf € 21 million; and

» during 2006, we sold Bolonia Real Estate’s assethe so-called “Levante Sector” of Palma de Mahoio the Neinver Group for €
240 million, which resulted in capital gains of &lmillion, and other real estate for € 42 millievhich resulted in capital gains of €
34 million.

2005

« in December 2005, we sold 40% of CEPM (Dominicapubdic) for € 20 million, which resulted in capitgdins of € 7 million;

< in November 2005, we sold a 27.01% stake in Aumpaifg for € 2,221 million, which resulted in capigains of € 1,273 million;
¢ in August 2005, we sold Smartcom (Chile) for € #@8ion, which resulted in capital losses of € 3lion;

* in July 2005, we sold 23.62% of Sidec (France)fd04 million, which resulted in capital gains o4& million;

* in May 2005, we sold Nueva Nuinsa (Spain) for €8iBion, which resulted in capital gains of € 16llion;

* in February 2005, we sold 5.3% of Endesa ItaliA$d/ Brescia for € 159 million, which resulted inpital gains of € 24 million;
* in January 2005, we sold Lydec (Morocco) for € ABiom, which resulted in capital gains of € 12 haih; and

» during 2005, we sold certain real estate in PaMusllorca, at which Gesa'’s corporate headquartedsblezn located, for € 73 million
in net proceeds, which resulted in capital gain€ 65 million, and other real estate in Barcelaora€f 27 million, which resulted in
capital gains of € 24 million.

2004
* in December 2004, we sold Enditel (Spain) to Enosr € 4.7 million;
* in October 2004, we sold Senda Ambiental (SpainEf20.7 million;

« in June 2004, we, Unién Fenosa and Telecom ltaldite Auna 100% of Netco Redes for € 100 milliphus the assumption of € 47
million in debt by Auna; and

« in May 2004, we sold our 11.64% stake in Aguas dec@lona, S.A. to Spanish institutional investarséf 238 million.
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Environmental Matters
The Environment

Environmental protection is a cornerstone of oungatment to sustainable development. This commitrt@pur environment is a
fundamental part of our corporate values.

In 2003, we designed and began executing our 2003-3trategic Plan for Environment and SustainBlgieelopment, with the aim of
reducing risk and taking advantage of opportunitiethe new environment generated by changes inetipglatory framework and better
valuation by investors and other interested parégarding the commitment of business to sustagndélelopment. The plan became a key
tool for strengthening our alignment with the sirshility principles of our vision, mission and cpany values.

Our environmental management is fully integrated and aligned with our business strategy andiisgiasenior management’s
decision-making process.

On the basis of this commitment, we try to minimtilze impact of our activities on natural environtsen which we operate by
developing a broad range of actions focused onemsatélating to climate change, establishing emvitental management systems, and
adequate management of waste materials, residuéssiens and other effects on natural environment.

Actions with Regard to Climate Change

During 2006, our power generation facilities in Bp&ortugal and Europe that are affected by theDidctive on Emission Trading for
Greenhouse Effect Gasses (“GEG”) had their.CO eomssaudited for 2005. To comply with the directieach facility must equalize the
number of emission rights to the actual emissiongach period. To do so, we have added the raggsired on the European emission ri¢
market to the rights assigned for each country haie also carried out the following activities:

* Preparation of a strategy for action taking thedives and laws focusing on emissions reductiottsaccount;

* Preparation of the emissions record and monthlyofagmissions of each plant;

« Performance of on-site audits to corroborate tleiacy of the calculation method presented andidte provided; and
* Adjustment of SIGMA, the environmental managemegstem tool for the monitoring and calculation of g@missions.

Throughout 2006 we continued to carry out our itwesit plan for reducing GEG emissions by improwimg efficiency of our facilities
and investing in new sources of power that fourgtession in CCGT plants and made use of renewabieas of energy. For example:

« We analyzed the existing and installed generatasebfrom a CQ point of view.
* We significantly increased the installed capacit€&GT plants and made use of renewable sourceserfyy.

*  We switched to imported coal at the 1,400 MW Astesithermal plant that initially ran on domesti@lcdhe switch enabled a
considerable reduction in CO emissions. In 200&dification of groups Il and IV was completed ahé switch over of remaining
units will be carried out in 2007 and 2008.

* We sold ash and cinder residues produced at caalrgufacilities.
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Participation in projects and developing mechanitomeduce emissions is a cornerstone of our glydter combating climate change.
2005, we were a particularly active player on darimational scale in the area of CDMs.

In 2006, we sought to meet the objectives set B5Z0r acquiring emission rights via projects lyesgthening our organization to enter
new markets. This resulted in the following actions

* Presentation of the “Endesa Climate Initiative'China, India, Chile, Mexico, Russia and the Cogh&2006 in Cologne, Germany.
» Consolidation of the CDM portfolio in China and lcefAmerica with contracting of new projects in searbon funds.

» Creation of a Climate Change Database, a regitbedechnical specifications of each contractésadhas entered into.

» Development of the SIEPAC and Ojos de Agua projectstin America.

* Development of a mutual framework agreement witME&K (Mexico) and Huaneng (China) for the identifiom of CDM projects.

 Participation in various carbon funds such as tleléhBank’s CDCF carbon fund, the Spanish Carbomdi-the European
Investment Bank’s carbon fund and the European BanReconstruction and Development's carbon fund.

We participated in various programs in Spain anBlumope, including a working group of the secondopean Program on Climate
Change concerning the capture and storage of CO

We also took part in projects in energy crop adtize and new types of biofuels. In 2006, we camih our collaboration in the area of
climate change with various national and intermeal@rganizations such as the Spanish Office om&k Change, Eurelectric (Associatior
the European Electrical Industry), IETA, Carbon &xXfologne and Carbon Expo Asia, and with the foil@aprograms:

« Carbon Disclosure ProjectThis program seeks to provide transparency regamtimpanies in terms of climate change, and we have
participated for a number of years.

« Energy Wisdom Program (“EWP”*)This program is a voluntary initiative, launchagdEurelectric in 2000 and based on projects
from European electrical companies. The progratects efforts made by the European electrical itrgius achieve improvements in
energy efficiency and the reduction of greenhotfeziegases. Our contribution to the third EWP eyiccludes the presentation of
projects developed in Spain and Latin America réigar renewable energy, @eneration of power, improvement of energy efficigl
construction of CCGT plants, changes of fuel, andgmission and distribution of electricity. The@sejects have contributed to
avoiding the emission into the atmosphere of 14tDMCO2 in Spain and 26.7 Mt of CO in Latin Ann for the years 2003 and
2004.

Environmental Management Systems

In 2006, we continued setting up and certifying Bavironmental Management Systems (EMS), pursuatitet ISO Standard 14001 and
the European EMAS Regulation, in the facilitiesoaf main businesses, including generation plamgiitoution facilities, renewable energy
facilities and our corporate headquarters.

The EMS at the following generation plants in Spaére certified in 2006:

« The Andorra mining center (Centro Minero de Andyrtiae first open-pit coal mine in Spain to achiewironmental UNE EN-ISO
14001 certification.
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¢ The As Pontes Thermal Production Unit EMAS cetrtifie addition to maintaining its UNE EN-1ISO 1400drtification.
* The Northeast Hydroelectric Production Unit (“HPWas UNE EN-ISO 14001 certified.

» The South HPU passed the initial UNE EN-ISO 140&tification audit in 2006 and was certified in dary 2007.

Moreover, the HPU Ebro-Pirineos underwent theah#udit in preparation for UNE EN-ISO 14001 enwimgental certification in
December 2006 with the intent of becoming certifireéarly 2007.

In the distribution business, and as per the pragset forth under the 2003-2007 Strategic PlarherEnvironment and Sustainable
Development, an EMS was set up for Endesa Distidinugléctrica in the Balearic Islands, and in December62@0e Spanish Standardizat
and Certification Association (AENOR) carried aistinitial audit. Also, in Aragon, the analysistb€ facilities was completed for substations
and temporary residue storage.

Endesa ltalia, our electricity business in Eurapas UNE EN-ISO 14001 certified in 2006. This céetifion comes in addition to the
EMS certification of all its thermal generation ifdies. Also, its EMS was integrated into its latsafety system, and is thus a pioneer in this
area.

Endesa France has begun to implement EMS in itepplants.

In Latin America, we continued to implement EMSailgh Endesa Chile, and 49 generation plants iniingg, Brazil, Chile, Colombia
and Peru have been UNE EN-ISO 14001 certified. HM& at the following generation plants were ceatifin 2006:

e The Bocamina thermal plant (Chile) was EMS ISO 146értified.

e The Cartagena thermal plant (Colombia) was EMS 18001 and OHSAS 18001 certified for its integratehagement system
(Environment, Safety and Occupational Health).

In 2006, Ampla and Coelce in Brazil were also ENs®114001 certified, meaning that 100% of the padistributed by us in Latin
America is EMS ISO 14001 certified.

Waste Management

In 2006, Endesa Generacién continued to improveenaanagement in its facilities in terms of reduttand minimization of waste. We
highlight the reuse of used oils, minimization etgaging waste, use of rechargeable batteriesgeldife batteries, and processing and
reuse of cleaning solvents.

The plan for the elimination and withdrawal of gguent containing polychlorinated biphenyls (“PCBsdntinued to develop as did the
campaign for testing equipment for these chemitbésjuipment was not manufactured with PCBs, itldmevertheless be contaminated by
them.

Atmospheric Emissions

We supervise and continuously track emissions foompower plants and provide information periodicéh government agencies. In
2006, as in previous years, we presented informaticghe European register EPER and to the Natiowahtory of Air Contaminating
Emissions (Corine Aire).

We have continued to apply internal technologyntpriove efficiency and yield, such as the incorgorabf ABACO technology in
conjunction with Inergo engineering at some faeiit

In 2006, we continued our program for adaptingtexgsfossil fuel stations to the National EmissRaduction Plan, and the coal mix
consumed groups Il and IV of the As Pontes fdssl station to permit the use of 100% importedi.coa
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Biodiversity

In 2006, we began implementing our 2006-2010 Biediity Conservation Plan to develop new projectsmwith our sustainability
policy and our intent to preserve our natural laget

As per the program established in the collaboraigreement between Gesa-Endesa and the Counbiédnvironment of the
government of the Balearic Islands, there wered@idns taken to protect diving eagles and blatdskihat are in danger of extinction in the
islands.

In the Canary Islands, Project Life for the pratmtiof the “Guirre” canary in Fuerteventura congduand a plan of action for 2007 was
developed.

In Aragon, Project Life continued to work toware throtection of the Egyptian vulture accordinghe program and budget set for 2C

Environmental Water Management

In 2006, we continued to develop our restorati@nplof environmental spaces around our hydroeteesiource areas by drawing up a
national inventory of the spaces based on codifiedrds, including a brief description of the actio be taken at each space and the specific
budget for each.

During 2006, the work on restoring the area araiechigh-altitude lakes in the Central PyreneaténHuesca province proceeded
according to the established program. In 2007, wevk will be carried out and the scope of the alifirogram broadened.

We also finalized all the work on landscape intégrain the area surrounding the hydroelectric vese area in Vall Fosca within the
peripheral protection zone of the AigliestortestaRg de Sant Maurici (Lérida) National Park. In #&idd, we continued assessment studies
and environmental follow-up of work and plans toimein the adequacy of various dams, including RienSuert, Boren, Cavallers, Toran
and Noceda.

The most relevant new projects are environmentphithassessments (EIA) on heightening the EstanyoGiam, enlarging the
Moralets, Pefia and Oencia power plants and theaftan EIA on the construction of a canyon-end eoplant at the Canelles reservoir, a
unique project from a technical and environmengaspective.

Environmental Research and Development

In 2006, we continued the Zebra Mussel Consultd&roject. Throughout 2006, the mussels continuesigtoificantly expand their
colonies, affecting all the major reservoir systefithe Lower Ebro River as well as other areatheflberian Peninsula.

In 2006, work focused on finishing tracking the gdate annual cycle of the development of the sgétagval phase, continuing the
research on Zebra mussel parasites which weredindeal along with the zebra mussels in aquatic atesys of the Iberian Peninsula and
determining the species’ biocumulative capacity.

At the end of 2006, a second edition of Method€otrol and Eradication of the Zebra Mussel wadiphed. It covers our accumulat
experience on this subject since 2003. Also, aerhat website was created for the final editiobring together information generated or
known to us on the zebra mussel.

Our environmental laboratory in Lleida centraliles monitoring work on the presence of zebra muasehe in 46 bodies of water in
Cataluia as part of our agreement with the Catalater Board, the University of Lleida, the Antima de Barcelona and Grup Natura Fre

Lastly, we participated in and presented at nuneomngresses and conferences at home and abraehid topic, including: the
International Congress on Large Dams (Barceloha)|riternational
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Limnology Congress (Barcelona), the Internatiorehiar on Action Strategies for Waters Affectediuy Zebra Mussel (Zaragoza), the
National Congress on Invasive Speciesén) and the National Environmental Congress (Madiidaddition, various articles were published
in specialized national and international jourraisour work on the zebra mussel and integrated-@mviental management of regulated
basins and rivers.

Regulation
Regulation in Spain and Portugal
Regulation of the Spanish Electricity Sector

The foundation on which the Spanish regulationgHerelectric power industry rest is Law 54/199%daNovember 27, 1997, for the
Electric Power Industry. This legislation reorgauzhe electric power system’s mode of operatiequiring competition and beginning the
process of liberalization of customers.

The regulatory framework of the gas industry iniBpsbased on Hydrocarbon Law 38/1998, enacteslitiir Royal Decrees 949/2001
and 1434/2002. The first law regulates third-paxtgess to gas facilities and provides for an irtiegk business system for the natural gas
industry. The second law regulates the transpontatlistribution, sales/marketing, supply and arigadion procedures for natural gas and its
facilities.

Change in Electricity Tariffs in 2006

Royal Decree 1556/2005 of December 28, 2005 piestithe electric power rate schedule for 2006.dpproved increase in the
average reference tariff was 4.48%. Domestic sui@lffs (Schedules 2.0 and 2.0N) rose 4.48% aaddbt rose approximately 5.05%,
except for the tariff applicable to distributorsvgoned by the Eleventh Transitory Provision Lavb4f1997, whose increase was 7.43%.
Access tariffs applied in the deregulated marketaased by an average of 2.86%.

Royal Decree 1556/2005 also aims to revise theagestariff in July 2006 to cover the settlemeniaieiin 2005 and the revision of costs
included in the tariff calculation.

This revision was enacted through Royal DecreeZBIl¥ of June 30, 2006 whereby the average refetanifierose by an additional
1.38% (0.8% for domestic supply and small- and mm@dsized companies and 6% for industrial-scale lstipp

Royal Decree 809/2006 valued the shortfall in retgd activities for 2005, referred to as the tatéficit, at € 3,810 million. This
estimate was amended by Royal Decree 1634/200@cémber 29, 2006, the 2007 tariff decree, wherebelectricity tariff deficit for 2007
was finally set at € 3,830 million. Royal Decre®&D06 also established a 14-year term for recowktlye tariff and authorized the
electricity companies that had previously finantdezltariff deficit to securitize the right to re@the shortfall. This securitization took place
at the end of 2006.

Royal Decree 809/2006 repealed the 1.4% maximuififi ige under the Royal Decree 1432/2002 on tamiffthodology.

Establishment of Electricity Tariffs for 2007

Royal Decree 1634/2006 of December 29, 2006 esteddlithe electricity tariffs for 2007 and introddsibstantial changes with regard
to previous years in the tariff determination melblogy. The stated objectives of Royal Decree 18336 are to move toward tariffs that add
in costs of consumption, to avoid the systematpeapance of tariff deficits and to further libezalion.
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Royal Decree 1634/2006 also introduced variousladgry measures for improving performance of retadactivities and stimulating
competition, including:

« Basing the tariffs on a reasonable forecast foptiee of energy for 2007 both on and off the laerPeninsula. As a gradual
adjustment of the tariffs to market prices is pkahra quarterly review mechanism has been intratifaethose tariffs.

* Royal Decree 1634/2006 recognizes that there with bevenue deficit from the settlements of regdlactivities as the tariff has not
increased enough to cover all costs. In contrabt prievious years, however, this deficit is deternli beforehand, is recognized and
the right to assign it to third parties is stipaldby the Royal Decree. Recovery of the defiaib#&le through a percentage applied to
the comprehensive and access electricity tariffecting all customers equally and avoiding anyafigon in the market. This pre-
determined deficit can reach a maximum amount&f7860 million.

* Introducing a € 500 million increase in the remuatien of the distribution business and making thality of service thresholds of
distribution companies stricter.

* Requiring Endesa and Iberdrola to assign the manegeof part of their capacity through the marketarrying out primary energy
issuances (virtual capacity auctions) as of July720n a primary energy issuance, a generator@sbff the right to use of part of its
capacity in the form of options for physical deliy®f energy. Such issuances have been used eaigeiliquidity in certain wholesale
markets, such as those in France.

The average tariff increase set forth under RoyadrBe 1634/2006 has been 4.3%, with an averageaisein domestic tariffs of 2.8%,
although it varies by contract as consumers wharaonfor more power pay a higher price per kWhstoned. For industrial-scale tariffs, the
average tariff rise has been 6.4%.

Finally, access tariffs fell an average of 10%aa#fs moved towards add in costs.

Royal Decree Law 3/2006.

On February 24, 2006, Royal Decree Law 3/2006 wascved and introduced regulatory changes thaghadjor impact on the
operation of the wholesale electricity market:

* It required that the energy bought and sold ordtily and intraday markets by companies in thetetgty sector belonging to the
same business group must be assimilated to arailatentract with physical delivery. The price usedettle these sales and purchi
by the market operator has been fixed provisioretlig 42.35/MWh.

+ It stated that, as of January 1, 2007, the ackrayee price for energy assimilated to a bilateratiaet will be the market price,
reestablishing the normal operation of the system.
Primary Energy Issuance

Provision 20 of Royal Decree 1634/2006 of Decen®82006, which establishes the electricity taagfof January 1, 2007, obligates
Endesa and Iberdrola to offer a set hourly powefilpt

This mechanism, pursuant to the provisions of La¥®%, is intended to stimulate the use of futunesantracting for electrical power
and to increase competition.

The most important aspects of the provision include

» Handling primary power issuances through buy austiwith physical delivery of the electricity corpesnding to a pre-determined
level of power (from Endesa and Iberdrola) for éméire delivery period.
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« Delivering electricity at a known execution pricgeessed in euros per MWh measured in power plackb and the assignment of
buy options to market agents that request themrditpto the premiums they offer in competitivertsparent bidding through an
auction. The products put to auction are baseth®mse rights of a model power plant, known astaalipower plant, in which the
exercise price would match the variable cost aedptemium would match the fixed cost; and

« Determining that the delivery or exercise periodhaf options shall run from July 1, 2007 to JungZD9, including beginning and
end data.

Buy Offers from Electricity Distributors

ITC Order 400/2007, approved on February 26, 266Verns the bilateral contracts that distributanpanies enter into for tariff
supplies in mainland Spain.

This order officially repeals Article 1 of Royal Breee Law 3/2006, which was effectively repealed laasl been without legal effect sir
Royal Decree 1634/2006 was enacted, providingthieaassimilated price would be the daily marketgarlOMEL has stopped assimilating
energy of distributors to a bilateral contract sititze end-of-day settlements on March 1, 2007.

The order aims to regulate bilateral contractdedtecity by the distributors, and later the sedland marketers, in supplying consumers
at the regulated tariff rate for mainland SpainctShilateral contracts are based on auctions ichvtwo products will be negotiated, a base
load and a modulated load.

The cost of electricity that distributors get ire thuctions shall be recognized in full for purposithe electricity liquidations of the
Comision Nacional de Energ{dlational Energy Commission) (“CNE").

The first auction will be held before June 20, 28@7the third quarter of 2007, the second befapt&mber 19, 2007 for the last quarter
of 2007, and the third, before December 19, 200th thie option to extend the auctions to delivesyipds of every six months.

Futures Contracts for IMOP Distributors

During 2006, various standards were approved qugeed to regulate the acquisition of electricitydistributors on the basis of physii
bilateral contracts for the purpose of reducingchases on the daily market and conferring gredabilgy on electricity tariffs.

ITC Order 2129/2006, which went into effect on JoJy2006, governs the futures contracts for eleitgrby distributors in the second
half of 2006. Under this order, distributors ardigdited to acquire 5% of their customer purchaseatas determined by the purchase of
“futures contracts with physical delivery” at teauactions managed by the Iberian Market OperatouBoese Center (“IMOP”).

ITC Order 2129/2006 seeks to provide a certain arholliquidity to the newly created futures markdercado Ibérico de la
Electricidad(“MIBEL"), using Spanish legal regulations to creat temporary obligation for distributors to puredshrough IMOP.

Ministerial ITC Order 3990/2006 issued on Decenr2006, extends this obligation to 2007 and theunt of the electricity demand
that each distributor must acquire was increasdd®o, as was agreed at the Hispano-Luso Summiadaz, held in November 2006.

In December 2006, the Ministry of Industry, Touriamd Trade presented a Draft Ministerial Order anpénting a mechanism for
bilateral contracts based on auctions of energyatheled by distribution companies.
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Costs of Transitioning to Competition

Royal Decree Law 7/2006, approved on June 23, 28fiijts certain urgent measures in the energyrsddtis Royal Decree Law
repealed the Sixth Temporary Provision of Law 5438 the Electricity Sector, which eliminated thetsoof transitioning to competition.

On December 31, 2005, Endesa was allocated engitiesmof up to € 828 million until 2010 for the tsé#ion to competition. Such
entitlements would have provided Endesa remunerdtioany costs of transitioning to competition TCs”). In 2006, however, Royal
Decree Law 7/2006 on the adoption of urgent measarthe energy industry repealed Transitional Riox Six of Electricity Industry
Law 54/1997, of 27 November, which had originalipyided for CTCs for the energy industry. This r@peliminated CTCs for the whole
energy industry. The elimination of the CTC meckandid not have any effect on the Endesa’s findstaements at December 31, 2006.

Special Regime

In May 2007, the government approved Royal Dec&g2D07, replacing Royal Decree 436/2004, to reégudiectricity production with
the “special regime” that is applied to cogeneratod renewables. This Royal Decree is the restiisoreview process that is set forth in
Royal Decree 436/2004, that until now establistedréegulatory framework for these technologies.

The Royal Decree has the following aims:

< To achieve the electricity production objectiveshwienewable sources as set forth in the 2005-R&kwable Energy Plan for all
insufficiently developed technologies by increading respective tariffs and premium for technolegiech as biomass, biogas or
thermal-solar; and

* To maintain the financial equilibrium of the spdeigime generation under the two applicable ecaooegimes, market sales and
regulated tariff sales. Special regime producellsoentinue to have the option of selling their guation at a regulated tariff, whose
evolution will no longer be linked to the evolutiofthe end customers’ tariffs. They can also tgethe market, receiving a premium,
additional to the market price. The premiums hasenbslightly reduced for new wind generation angeHzeen increased for other
technologies. The premium mechanism guaranteesianonin revenue for low market prices, while the prgmbecomes zero for hi
market prices.

The Royal Decree guarantees a return of 7% to nied generation that sells at regulated price, atdiben 5% and 9% to the same
technology that sells at market prices. Existirgnfg can maintain their current economic regintled§ sell to the market until the end of
2012.

Compliance with EU Directives on Electricity

As of the date of this annual report, the Draft Laawending Law 54/1997, for the purposes of brindgiag 54/1997 in compliance with
the provisions of Directive 2003/54/EC on commolesiufor the domestic electricity market, referreds the Electricity Directive, is in the
last stage of processing after having been apprbye&banish congress and sent to the Spanish sematarch 14, 2007.

The reform primarily affects the elimination ofités and the introduction of supply of last resort.

* The Draft Law requires that the elimination of tteemprehensive tariff shall take place on JanuaB009. After such date, there will
only be the last-resort tariff. As of 2011, eleditsi consumers who contract for less than 50 kWelettricity may adopt last-resort
tariffs.

* The sellers on whom the last-resort supply oblagais binding shall be responsible for the supglglectricity in such circumstances.
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Distributors will continue to supply energy undee tariff mechanism until the mechanism of lasbresupply becomes effective.

« Distribution companies required to continue to sygmergy at the set tariffs will be entitled toypgent by the Administration of
Regulated Compensation. This compensation willddeutated based on the costs considered necessaygdplying energy under the
tariff rates.

« The Office of Supplier Switching@ficina de Cambios de Suministradorould be created to supervise the switchoverasfand
electricity suppliers. Distributors and sellerslwihve a stake in this entity.

« Distributors would be authorized to use their nelgdo develop telecommunications services, buttikesp separate accounts.

« Companies that develop regulated businesses mangage in, or acquire interests in companiesaihgage in, the production or
marketing of energy.

« As stipulated by the Directive, functional independe criteria are established and must be metier dor different companies with
the same group to engage in incompatible activisiesh as regulated and deregulated energy supiptias.

« As stipulated by the Directive, REE will act asesehergy transporter and the current distributmmganies must sell it their
transportation assets within three years. The Minsf Industry may, however, make exceptions e thle and allow certain
transportation assets to remain under the ownedshdgstributors.

Comisién Nacional de Energia (National Energy Cossioin)

On February 28, 2006, Royal Decree Law 4/2006 oflary 24, 2006 was published, amending the fonttetinction of the CNE,
which gave the CNE the power to approve the adipiisdf an interest in companies engaging in regdldusiness activities. Royal Decree
Law 4/2006 expands this power to the following sase

< Companies engaging in activities that are subfeeantadministrative control implying a special giioe relationship (nuclear plants,
coal plants of special relevance for the consumptiodomestic coal, electric systems on and offS8panish mainland, natural gas
storage or natural gas transportation throughmnatigsnal gas pipelines with Spain as the end dztitimn);

« A party intending to acquire an interest of ove?4lof the capital stock or interests granting ingfigant influence on a company that
engages in any of the above activities by itsethoough affiliated companies; and

* When the assets necessary for engaging in suchitiastiare acquired directly.

Approval may be denied due to the existence ottweindirect significant risks or adverse effecs the above activities, protection of
the general interest of the energy sector and alieypobjectives for the sector, or any other palsiecurity issue and, in particular, security
and quality of supply or involving safeguards agamrisk of insufficient infrastructure investmantmaintenance.

The European Commission has begun a violation piing against Spain due to the expanded CNE pewaroduced by Royal Decr
Law 4/2006.
Regulation in the Portuguese electricity sector

The Portuguese government published a new legislatickage amending the electricity acquisitiontramts (“EAC”) and water
ownership dominio hidrico) involving the production of electricity.
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The model set forth under Decree Law 240/2004,eddnber 24, has been retained in the finalizatidheoEACs, and the reference
sale price for electricity for the calculation aftial compensation for the sale of electricity lv@en adjusted to an average value of €
50/MWh.

Energias de Portugdl'EdP") believes that this adjustment will producedecrease of approximateh8€0 million in the amount of initii
compensation associated with finalizing the EACs.

In order to consolidate water ownership for eledyiproduction, and ensure the fairness of the pate of electricity, the EACs will
pay hydroelectric power producers compensatiomparating hydroelectric plants under an open-madgime for the period following the
term of the EACs.

Plan for Regulating Compatibility Between Spain &mitugal in the Energy Sector

On March 8, 2007, the governments of Spain anduBaltsigned a plan to regulate compatibility in émergy sector and to implement
the Spain-Portugal Iberian Electricity Market.

The plan has six main points:

1.  The shareholding model of the future llbehéarket Operator (“IMO”) will be structured as twolding companies, IMO—
Portuguese Center and IMO—Spanish Center, andeditit will have a 50% stake in the market managgmempany, which will be
led by a joint board of directors.

2. There will be a closer relationship betw#ensystem operators through interlocking shakéhgs between REE and REN
accelerated strengthening of interconnections.

3.  Common rules will be developed that inceth® jurisdiction of MIBEL and reduce market powacluding establishing the
“Dominant Iberian Operator”, holding auctions ontwal capacity and eliminating Energy Acquisitioar@racts.

4.  Incentives for liberalization and a tadéfnvergence plan will be developed, based on &ssirt tariffs, harmonization and
convergence of interruptibility mechanisms and asdariffs, a harmonized mechanism for electriaityuisition by last-resort
sellers/marketers or distributor, convergence tibas among change-of-supplier logistics operatmi a harmonized plan for meter
replacement.

5.  The “Market Splitting” mechanism for managjinterconnections and outright auctions will implemented.
6. The power warranty mechanisms will be harzexd, taking into account the specifications afresystem.
Various working groups have also been createdtabbsh the Iberian natural gas market, MIBGASeventually develop an
international reference hub.
Portuguese National Plan for Allocation of EmissRights

In October 2006, the Council of Ministers of Podlgpproved a Joint Order by the Ministries of Eormiment and Economy approving
the Portuguese National Plan for Allocation (thertBguese NAP”) of GEG emissions for the periodrfr008 to 2012, which was then sent
to the European Commission for its final approVdle Portuguese NAP sets a new objective for emmisdiar Portugal for the period from
2008-2012. Emissions must not exceed the 1990 @ne7%, which is equivalent to 77 million tons@®D > per year.

The Portuguese NAP allocates 32.8 million tons Of-Qper year to the regulated sectors, with 9.lionittons of CQ: per year
distributed to the industrial sector, 1.5 milliams of CO, per year distributed to combustion faed, and 22.2 million tons of C® per year
distributed to the electricity sector. The
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emissions rights allocated to the electricity seate the remaining emissions rights of the totatation under the Portuguese NAP after the
total emissions of the industrial sector and cortibodacilities are covered by the Portuguese NA&tation for those sectors.

The electricity sector assumes the entire expestgdsions deficit, while the industrial sectors &mel combustion facilities receive their
total expected emissions for free. In additiongarission rights reserve of 5.1 million tons of €@er year for all sectors is established for
new entrants.

The Portuguese NAP also indicates that the elégtsector’s existing plants will receive emissiaights proportionately to their
historical emissions and that all the new CCGT {glavill receive the same allocation of emissiogéits, proportional to 5,000 hours/year of
operation. Accordingly, the Portuguese and Spagiisttricity sectors have to assume the entire éomissights deficit in both countries. In
relative terms, however, the Spanish electricit@ehas a much greater challenge, as the allatgtianted to it presupposes an emissions
rights deficit of 35% of the expected emissionstfar period from 2008 to 2012, compared to the siomis rights deficit of 17% that the
Portuguese electricity sector will have to assume.

Electric Tariff in Portugal for 2007

The ERSE regulatory agency has published the &igtrariff revision for 2007 for Portugal. Thigvision increases the Tariff for Sale
to the End Customer (equivalent to the Spanishameereference tariff) by 6.2% compared to 2006. t&h# increase is 6.7% for large- and
medium-sized consumers and 6% for commercial asidential customers.

Regulations of the Spanish Gas Sector

The Ministerial Orders regarding the gas systen26@7 were published on December 30, 2006. In 280w regime for regasification
and underground storage will go into effect, inahgcthree additional Ministerial Orders.

ITC Order 3993/2006 of December 29, 2006 goverttiegremuneration of specific regulated activitieshie gas sector, and
remuneration of the distribution business for thire system is increased by 0.76%, going from2&1 million to € 1,261 million.
Remuneration of the transmission business for 200@unts to € 465 million.

Fixed compensation of transportation, regasificatiod storage is rising 14.85%, from € 595 millior€ 683 million, a figure that might
yet rise by anothe€ 532 million as remuneration of the new facilitiesluded under the remuneration structure duri®@jr2

ITC Order 3994/2006 of December 29, governing reenation of regasification activities, has been aseeiwith regard to the
calculation of remuneration of investment that usetsvalues instead of gross values, and raisecethaneration rate by 200 basis points:
remuneration is based on the interest rate of gehd-government bond plus 350 basis points, whaatains set throughout the operating life
of the facility.

ITC Order 3996/2006 of December 29, increases M@ ktorage toll fees by 50% and increases the figed of underground storage
20%.

The toll fees for transmission and distributionrtdustrial-scale customers do not change whereadofmestic customers there is a rise
of about 3%.
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Gas Tariffs for 2007

Order ITC 3992/2006, of December 29, stipulatesctieulation formula for the cost of raw materi@SRM”) during 2007. It is
calculated based on the supply structure to cdweefdrecast demand for gas on the regulated méok#tis year.

The CRM was increased by 4.8% compared to the mucest. The price for transfer to distribution quanies has also followed the s:¢

trend,

increasing by 5.7%.

Compliance with the European Community Gas Directiv

The Spanish congress has approved the Draft Lamaingg Law 34/1998, of October 7 (the Hydrocarboa®/), on the hydrocarbons
sector, to bring it into compliance with Europeamn@nunity Directive 2003/55/EC by the European Rarknt and the Council, dated
June 26, 2003, regarding common rules for thenalaratural gas market, referred to as the “Gasdiiire”. This Draft Law proposes a
number of significant changes, including:

Functionally separating the gas system techniealager from transportation.

Prohibiting transporters from supplying gas togskistem, and prohibiting distributors from supplyms to customers in the regula
market;

Eliminating existing tariffs and introducing a lastsort tariff as of January 1, 2008. Such a tavdtild be for domestic and
commercial consumers only. Marketers designatddsasesort suppliers by the Draft Law would prav&upply under this tariff;

Creating the Energy System Technical Managementitelimy Committee, composed of representativehef@General Energy
Secretariat of the Ministry of Energy, the gas eystechnical manager, the electricity system operétieCorporacion de Reservas
Estratégicas de Productos Petrolifer@etroleum Products Strategic Reserves Corporafi@ures”), and the CNE. The committee
would monitor guaranteed energy supplies; and

Creating the Office of Supplier Switchovers to swjse customers’ switchovers from supplies undgul&ted tariff to the liberalized
market.

Regulation in Europe—EU regulation

The European Commission Energy Package

On January 10, 2007, the European Commission fhadlithe “Energy Package”, which integrated a bsm@df documents setting out
the European Commission’s main analyses and prégposahe internal energy market. The Energy Paekag fundamental element in the
European Union’s revised energy strategy.

The Energy Package includes the following documents

European Commission communication on an energgyfidir Europe. The European Commission believesadltmherent short-,
medium- and long-term common energy policy mushifdemented with a two-fold objective of limitingeé European Union’s
dependence on the importation of hydrocarbons igitirig climate change through a progressive changeore efficient energy
sources with fewer C@ emissions. The main stratelgjective is to achieve at least a 20% redudtidavel of CO, emissions from
energy uses over 1990 levels by the year 2020.

European Commission communication on the prosgectde internal market of electricity and gas. Eheopean Commission

believes that the development of a European gaeglactticity market is currently satisfactory asisiderable targets have been met
but there are still potential
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benefits that can be achieved. To continue makingress, it proposes a series of new measuresdingt

» Ownership unbundling where system operators aredegyarate from generators and sellers. This isddhsthe Spanish model
as the Spanish electricity grid’s main transmissotity is an independent system operator. The dseiom wishes to export
these principles to other member states with lpssator independence;

» Strengthening the jurisdictional capacity of nasibregulators and achieving more effective coortifimeacross Europe;

* Reducing anti-competitive behavior in the gas dedtdcity markets, stimulating market transpareaoy revising gas supply
contracts towards liberalization;

» Establishing a clear regulatory framework to ensigaificant capital expenditures in electricityngeation and the necessary
natural gas import infrastructure to ensure suppthe coming years; and

» Implementing a series of measures to make it efmielomestic and business customers to switchlgsppeliminating
regulated tariffs and strengthening the functic®garation of distribution and business activities.

Reports on the implementation of gas and elegtrieigulatory frameworks in member states. Thesailddtreports provide the base
for the measures described above. The report fainSg critical of the Spanish regulatory situatitircriticizes the lack of a stable
regulatory framework, the existence of market-disig regulated tariffs, the failure to implemengjor points from the Electricity
Directive and the Gas Directive and the lack ofutatpr independence. Regulatory changes made anthef 2006 and working their
way through the parliamentary process have resavedll resolve a number of the report’s criticism

Final report of the General Directorate for Comipeti on the inquiry into the gas and electricityrkeds. This report is a wide-
ranging, detailed analysis begun in June 2005degnt a precise diagnosis of the outlook for Eusogrergy markets. In

February 2006, a preliminary report identified somhéhe drawbacks in the markets that had beendiotinese included high levels of
wholesale market concentration and vertical intégmeof suppliers. Inquiries into specific companteve been announced which r
lead to fines or other structural measures. In RI2§6, surprise inspections of the main gas andreli¢g companies in some member
states were conducted but no specific actions vedsen with regard to the Spanish market or any Bhasompanies.

Nuclear plan guidelines. The European Commissiba &asis for discussion on the future of Europmasiear energy policy. It calls
for nuclear energy to be included in the respoastrategic priorities for securing the supply, patition and sustainability of the
markets since it does not emit GOFor nuclear energy to be used, more progress beustade in safely dismantling obsolete facil
and managing nuclear waste.

European Commission communication on sustainablgrédity generation with fossil fuels: towards @a@missions in 2020. The
European Commission recognizes the important dorttdn of fossil fuels to a secure supply of enemgy seeks to promote the
sustainable use of coal and the implementatiordfriology to capture C® emissions from using coal.

Roadmap on renewable energy. The Council of Euodpéarch 2006 called for the European Union toleeworld leader in
renewable energies. The roadmap aims to achie@&weRergy mix from renewable sources of energyhbyear 2020. Mandatory
national objectives will
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implement this European objective but will takeoiatcount the particular circumstance of each mestbée.

« European Commission report on progress with renlnaiergies. The report classifies countries adegrib their level of progress
in using renewable energies. Spain ranks amontp#uing countries that will reach the objectivesbgethe current renewable energy
promotion policies.

« European Commission report on progress with bioflieé report establishes the objective that 10%h@fuel used in transportation
in the year 2020 will come from biofuel.

« Interconnection priority plan. The plan identiftk® Spain-France interconnection as key infragtredior the development of the
European internal market and clarifies the diffiilmd hindering its development.

« The report regarding the European Strategic EnBtagy. This report explores the options for redugjreenhouse gas emissions in
Europe and outlines the challenges facing achietriagutlined goals.

Specific Action by the European Commission withalR&gp Spain

The European Commission has instituted infringerpenteedings against Spain for improper transmositi incorrect application of tl
electricity and gas directives. In April 2006, tBpanish government received several Letters of BbNutice that constitute the first step in
the infringement proceedings. On December 12, 2@6European Commission sent responses calledRedh©Opinions, which completed
the second stage step of the infringement procged®n January 25, 2007, the European Commissiale mablic the opening of a formal
inquiry on the Spanish regulated tariffs underlégtslation on state aid, as the European Comnrissimsidered that the regulated tariffs
could be considered state aid to large consumegkeotricity companies.

The European Commission also brought the Governofe®pain before the Court of Justice for failuweriake notifications regarding
transpositions of the electricity and gas directivia the case of the Gas Directive, on NovembeP@66 the court ruled there had been
infringement and the same conclusion is expectedlghwith regard to the case of the Electricity@&utive.

The European Commission has also begun proceedgagsst Spain relating to Royal Decree Law 4/2006¢ch broadens the functions
of the CNE and which is described in more detailari'Regulation in Spain and Portugal—Regulatiothef Spanish Electricity Sector”.
Directive on Secure Electricity Supply and Investrie Infrastructure

The Directive 2005/89/EC of the European Parlianagwt of the Council of January 18, 2006, concerniegisures to safeguard security
of electricity supply and infrastructure investmemas approved by the European Council and puldighéhe Official Journal of the
European Union on February 4, 2006, ending thega®mitiated by the European Commission in 2003.

The objectives of the directive are to secure thpply of electricity and the proper operation aof thternal European electricity market
by guaranteeing an adequate level of generatioacigpa balance between supply and demand andexjuate level of interconnection
between member states.

The directive emphasized:
« The need for a stable regulatory framework;

« The importance of a liquid wholesale market thategappropriate price signals for generation anganiption; and

66




* The obligation of the member states to establisgdgalatory framework that facilitated investmenttiansportation and distribution
network managers.

Approval Criteria for the National Allocation Plarier the 2008-2012 Emission Allowance Trading Perio
By November 29, 2006, 19 member states submitteid tlational allocation plans on the 2008-2012 sinisallowance trading period.

The plans of Germany, Greece, Ireland, Lithuansofia, Luxembourg, Malta, Czech Republic, the &bhiKingdom and Sweden were
reviewed by the commission that is in charge ofifyiag their compatibility with EC Directive 200378on emissions trading.

The commission standardized the criteria for anatythe allowance of emissions rights to be alledathe limits on the use of flexibill
mechanisms and other matters.

As a result of its review, the European Commissextuced by 6% the total allocated allowance fos¢hE0 member states in their plans
and reduced the threshold for use of the flexibifitechanisms in the case of Ireland and Sweden.

Approval of Spain’s National Allocation Plan by tBaropean Commission

On February 26, 2007, the European Commissiondsssielecision on the Spanish NAP for the 2008-204@ing period. The changes
that the commission considers necessary for appodthe Spanish NAP are:

* Reduction of total allocation emission allowanaghts to regulated industries of 0.42 Mt/year. Tatllcation must be reduced from
152.673 Mt/year to 152.251 Mt/year, including tksarve for new market entrants. The European Cosionisloes not believe the
emission reduction forecast for sectors impactethbyse of biofuels has been sufficiently justifiand

* Reduction of the maximum limit on the use of CertifEmission Reductions (“CERs”) and Emission R&dudJnits (ERUS). The
commission wants a reduction in the maximum nunob&@ERs and ERUs to be used for 2008-2012 to efyegbercentage difference
between real emissions in 2005 and the averageaadid rate for 2008-2010 of 152.2Mt. The audited 2005 emissions output
established by the Spanish government is 189.%0Nhe annual quantity of CERs and ERUs that mayseel under the European
Commission’s proposal is 37.6 Mt, which is equa2407% of the total allocation. Royal Decree 1300& currently provides for an
annual use of CERs and ERUs of 38% of the totatation. It is uncertain how each of the regulatectors will be affected by the
proposed reduction in the maximum limit of CER &RU use.

In addition, the European Commission indicatedsrconsiderations that it may review the allocativethodology for the electricity
sector in light of Articles 87 and 88 of the Treafythe European Union which deal with state aidvéttheless, the European Commission
indicated that if Spain makes the suggested changbg Spanish NAP and takes the comments onaithtato account, the Spanish NAP
will likely be compatible with the plans of othesuntries.

Regulation in Europe Affecting Our Operations

Various regulatory changes have taken place ifcthrepean countries in which we operate, the higdigf which are outlined below.

Italy

The Italian electricity market should be fully dguéated by July 1, 2007 under Directive 2003/54/ERe regulator performed an
analysis of the market situation to identify prabkand critical areas that
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might limit the development of competition in thedesof electricity to consumers. As a result of thinalysis, a regulatory framework is being
developed to encourage competition while maintgmirotections for consumers and guaranteeing thenuoty of the supply of energy.

In 2006, the Italian electricity markeBprsa Elettrica) was modified in a number of respects:

1. Deliberation 293/05 defined a new orgamizel framework for the wholesale market in 200@tomote the economic
development of the means of production and adapggolatory changes relating to non-programmabieweble sources.

2.  Deliberation 165/06 modified the mechantsrselect the resources for the dispatch serviaa&eh (DSM) to limit the costs
the system operator (“TERNA”") of supplying serviteshe DSM in order to reduce the final cost gaydconsumers.

The market structure remains coordinated betweeetlergy markets (daily market and adjustments etardnd the DSM.

Deliberation No. 104/06 of 2006 confirmed the céfygeayment, which is the compensation mechanianplfants that provide
production capacity during days of the year thataitical for meeting national demand. The mecsanprovides specific compensation
based on available capacity on critical days, &itbther subsequent payment that applies only ibffeeator’'s annual revenue is lower than a
benchmark level published by the Italian regulaBased on Deliberation 104/06, which quantifiesg¢kpected unit compensation of the
capacity payment for plants, Endesa Italia recei@@.8 million in 2006 and expects to receiveghgments corresponding to power
provided in November 2006 and December 2006.

The Ministry of Economic Developme(Sviluppo Economica)known before as thdinistero delle Attivita Produttivessued the decre
of June 22, 2005, which defined and quantifiedstin@nded cost assigned to each energy producagecordance with norecoverable costs
a consequence of the deregulation process. Thise@wluded:

« the method of paying stranded costs for the pdram July 1, 2005 to June 30, 2006; and
« that the remaining amount of stranded costs beguzadterly prior to December 31, 2009.
Under this decree, Endesa Italia expects to rec@i&9.1 million.

The gas supply crisis between January and March @Bfhergenza gagwas caused by the one-time cut in gas suppli€sitope by
Russia. In ltaly, the crisis was resolved througdtige Law 19/06, which required plants that coylerate on diesel to maximize production
under a program designed by TERNA. These measedesed the production of plants that consumed alagiais and provided for changes
the management of production facilities, assumiireggaorresponding costs to such changes. In theofdssdesa Italia, the affected plants
included Tavazzano 8, Tavazzano 7, Ostiglia 4, whie capable of operating with either diesel aurzd gas, and the Monfalcone 3 and
Monfalcone 4 plants, which use only diesel as fuel.

Italy receives natural gas from two routes, Norfhda and Russia. During the first quarter of 208@ply problems on the Russian rc
caused the generation mix in Italy to switch tam@é extent to fuel oil, which has more expensiffer@ntial marginal costs. This change in
the generation mix created greater production arststherefore losses which have not been recoyeyadthe set prices in the market. The
costs include the cost of GO emissions as fuglaliutes more than gas, the fixed cost of the operational gas plants and the operation
and maintenance costs of fuel oil plants that weexpectedly placed in operation. Decree Law 184@86gnized the need to recover the
additional costs incurred by companies in this yeexed change in the generation mix, in accordwaiittethe criteria
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defined by the Italian regulator in DeliberatiorBid6, although the total amount allocated to eaokycer has not been determined.

In December 2006, the National Allocation Planifaly was published for the 2008-2012 period punsua Directive 2003/87/EC. The
draft Italian NAP was sent to the European Comrmis§or approval, and once this is received, a civaison period will be opened for all
interested operators.

On November 9, 2006, the European Commission anteRdgulation 1228/2003 on the conditions of actessoss-border electricity
networks. One of the most significant changes Wwasritroduction of the obligation on member stateadopt a common method of manag
congestion in regional connection networks begigminJanuary 2007. Under this provision, countiiethe same region as ltaly (France,
Germany, Austria, Slovenia, and Greece) have adagptmmmon method of managing the allocation ofartipxport capacity for 2007. This
new method moves toward the development of a siengbegy market.

France

By July 1, 2007, France’s gas and electricity merkeust be completely deregulated, in accordantie Ewiropean directives. In 2006,
the deregulation process continued to develop glanwtl, to date, only 25% of French consumptiom ithe free market, and alternative
marketers have very little weight compared to E®Rich controls the majority of the consumer market.

French wholesale electricity prices increasedrig lith those in the rest of Europe in 2006. O\#&] French consumers that were
supplied by the free market, particularly largesuamers, saw increases in their electricity coskslenhe regulated tariff, to which they were
not entitled, remained unchanged. Pressure by Bogsumers induced the government to introducgaated tariff in the new Energy Sec
Law 2006-1537 of December 7, 2006, for a transigieriod of two years, for consumers who had coedett the free market. This regulated
tariff will apply to marketers, who will be compeatsd for the losses they will incur, through thePESlectricity tax and contributions from
major hydroelectric and nuclear generation prodsjqaarticularly EdF and Electrabel.

Energy Sector Law 2006-1537 also implements thefean Community directives and authorizes the priaion of up to 34% of EdF
in July 2007, the remainder of which will remainguablic hands.

On July 7, 2006, based on the multi-annual investrpeogram (PPI) initiated in 2005, the French gaweent published a decree setting
the new energy objectives up to 2015: 17,000 MWwhfmind power, of which 4,000 MW will be offshorech,000 MW from hydroelectric
power. Gas production would fall under the PPI aciento 3,000 MW in output.

On July 10, 2006 the government reviewed the tifti purchase conditions for electricity produceshf renewable energy sources, but
did not lift the purchase conditions.

On September 27, 2006, by individual decree andimthe framework of the energy savings certifisasi system, Endesa France was
assigned an energy savings target for its suppbi@dumers of 51.8 GWh for the period from July@Q&to June 30, 2009. This target is part
of the national energy sector target of 30.7 TWitlie same period.

The French National Allocations Plan for 2008-204Rjch was sent to the European Commission on 8dge15, 2006, was returned
to the French government for changes. On Decemhe2@6, the French government sent the Europeam@ssion a new plan reducing
global allocations by 17% more than the first plalhne European Commission approved the revisedgiavlarch 26, 2007. The European
Commission approved the French NAP (2008-2012) arc26, 2007. The assignation of €O emissiortsighcompanies/plants in
France has not yet occurred as of the date oftimnsial report.
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Regulation in Latin America
There are distinct regulations in the Latin Amemicauntries in which we operate, the highlightsvbfch are outlined below:

Generation. These are generally liberalized markets in wipighate agents freely make investment decisioaset on the indicative
information furnished by the authorities, excepBiazil, where new requirements for generation cépare defined by the State, and these
investments are developed through a system of graerctions.

In the Latin American countries in which Endesarapes, there is a centralized dispatch, based wabla costs of production, which
seeks optimal use of generation resources. The®@biacosts, depending on the country, are pbytifllarized. These costs are audited and
determine the marginal price of generation, exgefolombia, where the dispatch is based on bickgriln Argentina, it is possible to decl

generation costs that vary up to 15% with respeautited costs, and which is the cap value defioyeithe Regulation Authority for
generation costs.

Distribution. In the five countries in which Endesa operates sale price to non-liberalized customers is lagd and based on the
purchase price to the generators, plus a compdoetite added value of the distribution activitgriddically, this value is revised by the S
through tariff process revisions (4 or 5 years,etheling on the country).

In Brazil, purchase prices result from energy aundiand existing contracts. Regulatory changesite@nd Peru allow energy auctions
to influence energy prices. In Colombia, the pusehprice is obtained in open and public biddindhie generators, but the transmission of
energy to the end consumer reflects the efficiafdhpe distributors as a group arranging pricefwie generators. In the case of Argentina,
the purchase price to the distributor, usuallysestiquarterly, was not adjusted during 2006.

Liberalized customers. The limits on making free contracts for supplyeach country are as follows:

Country MW (Minimum)
Chile 0.50
Argentina 0.03
Colombia 0.10
Peru 1.00
Brazil 3.00

Limitations on integration and concentrationln general, vertical integration is permittedhié operations have separate managements.
In Argentina, however, there are restrictions onegators or distributors being majority sharehadsrtransport companies. In Peru, a permit
is required for those companies that hold more 8%rof a particular business segment to gain aityegake in a company in another
segment. In Colombia, the companies created a®@4 tannot become vertically integrated, and thezaestrictions on generators or
distributors being majority shareholders in transpompanies. In Brazil, there is no limit on intatjon in the generation sector as of 2007. In
the distribution sector, the limit on concentratisr20%. In Brazil, the integration of generatiowalistribution is limited to 30%. In Chile,
regulation places limits on generating or distiibgtcompanies having an equity stake in transpmtganies and limits the participation by
transport companies in the generation and distdhigectors.

As for concentration, in Argentina there is nolssit on horizontal concentration. The law limitsélf merely to defending the
conditions of competition, expressly prohibitingrtsactions that imply unfair competition or abusa dominant market position. In the case
of consolidations or mergers between agents isdnee segment, the rules require permission frometipgator. In Brazil, there are limits on
concentration for distribution on a national lemal for the electricity subsystem. On the
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national level, a 20% concentration in the disthiitiu sector is permitted; for the electricity sustgm, the limit is 35% in the northern and
northeastern subsystems, and 25% in the southemstdrn and center-western subsystems. In Petheather hand, there is no limit on
concentration; one merely needs to obtain a pdromt the authorities to acquire another compartéfresulting company’s holdings would
exceed 15% of the particular segment. In Chilegli®no limit at present. In Colombia, the maximuatue of horizontal concentration is
limited to 25% for the generation and commercidlora(retail distribution) of the sector.

Access to the network.In Argentina, Brazil, Colombia and Peru, théhtigf access and the toll or access price are aggpiby the
authority. In Chile, these prices are set by aleggd system similar to that of the other Latin Aic@n countries.

Chilean Regulatory Framework

Electricity Systems. Chile’s electricity industry is organized intoulr separate electricity systems, the most impodawhich is the
Sistema Interconectado Centf&lentral Interconnected System) (“SIC”), which c@vihe region that includes more than 90% of Csile’
population. The second most important system iSteeema Interconectado del Norte Grarfdarge Northern Interconnected System)
(“SING™), which covers the northern mining regioh@hile. The other two systems are located in thelsern region of Chile, providing
electricity to remote areas without significant somption.

Regulation. The primary regulations in Chile are Electriditgw DFL No. 1 of 1982 and Regulation 347. Regulatthanges in recent
years have incentivized investment in generatigoréwide stable, lor-term pricing based on long-term energy contragteray generators
and distributors based on a bidding process. Ruithis initiative, pricing was defined entirely bygulation with revision every six months.
During the transition period, March 2005 throughcBraber 2009, distributors that could not obtai@t@ct in the past may settle at
marginal cost. As a result of this initiative,stéxpected that prices in the long term will aliowestment in LNG plants.

In 2006, an auction was held for the first timestablish a fixed price and 10-year period priceeftergy, starting in 2010.

Activities. Production, transmission and distribution atitéé are legally separated in Chile. Production disttibution companies may
supply electricity to eligible (unregulated) consmn(i.e., consumers with an installed capacitgtdéast 0.5 MW). Production, transmission,
distribution and sale to consumers with maximumscomption capacity less than 0.5 MW are regulated.

Distribution Tariffs. The regulated distribution tariffs are set evienyr years. The price to end customers is sdi@sum of the prices
of generation (bare price) and the regulated 8istion charge or added value for distribution (AVDhe AVD allows for efficient operating
costs, as well as a return on a standard valusvestment. The current rates took effect on Noverhb2004.

Regulatory Bodies. The following are the primary regulatory bodie<hile and their respective functions:
* The Ministry of Economy sets the regulated prieesdistribution and generation and grants defirittoncessions.

* TheComision Nacional de Energ(&NE) is a technical agency with ministerial rahkt{ among other things, develops and
coordinates the plans, policies and rules for gungrthe Chilean energy sector, advises governrhagéncies on all matters related
to energy and conducts technical studies to deterthie regulated prices.

» TheSuperintendencia de Electricidad y Combustil§sperintendent of Electricity and Fuel) (SEC)is agency responsible for
oversight.
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» TheCommittee of Expertwas created by Short Law I; its primary duty iseésolve disputes in the sector.

* The Charge Dispatch Centers (“CDECSs”") are mainippgosed of generation and transmission companieEG3are responsible for
coordinating the operation of the interconnectexteays in order to guarantee the safety of sermagimize cost operations and grant
easements to the lines of transportation. In aatdithey are responsible for valuing the transéénergy and power between their
member generation and transmission companies. Enereurrently two CDECs: the CDEC for the Cenitnédrconnected System and
the CDEC for the Great Northern Interconnected SystCDEC-SIC and CDEC-SING, respectively.

Limitations on Property. In Chile, there are no maximum limits on vertieahorizontal integration in the electricity ingtuy.

Colombian Regulatory Framework

Electricity Systems. The main electricity system in Colombia is knoastheSistema Interconectado Nacioh@National
Interconnected System) (“SIN”). Other isolated eys$ supply electricity to rural areas.

Regulation. Law No. 142 of 1994 provides the broad regulafoamework for the provision of residential pubdiervices, including
electricity, and Law No. 143 of 1994 (the Colombkectricity Law) provides the regulatory framewddk the generation, trading,
transmission and distribution of energy. The dethflegulations of the electricity industry are pubgated by theComision de Regulacion de
Enercia y Gag[Energy and Gas Regulatory Commission) (“CREG”).

Activities. Production, transmission, distribution and sypylelectricity are legally separated in Colomiiae sellers, which may be
generators, distributors or independents, are punio sell electricity to eligible and ineligibbeistomers. Eligible customers are those w
maximum demand greater than 100 kW. The transmmsdistribution and sale of electricity to ineligglcustomers are regulated activities.
The purchasing mechanism of the buyers of enengghies open and public bidding, which is subsedyerflected in the purchase cost,
taking the average for all purchases of the rett@&ellers to the segment of ineligible custom®ade to eligible customers is a liberalized
activity.

Until November 2006, power generation in Colombaswompensated by a methodology known as the “@gpaitarge”, determined
by a mechanism that had a fixed value of $5.25/léVmonth according to the power assigned to eachrgior by regulation. After two yei
of collaboration between the regulators and theeggors, in October 2006, CREG issued the 71/06IRisn, establishing a new mechani
for power compensation known as “Confiability Cheltgvhich introduced the concept of “firm energrid established an auction proces:
setting capacity prices. From 2007 to 2012, thefi@bility Charge payment would be a direct assignhie accordance with firm energy of
each generator, and auctions starting in 2008 ior énergy from 2012 will determine and pay priegth a duration of up to 20 years.

Distribution Tariffs. The distribution tariffs in Colombia are set fmriods of five years, according to the average rerognized for
the distribution activity and depending on the agh levels. For the period 2002807, the methodology has defined a formula foayepent
of a new replacement value plus operating and maamice costs, producing a certain mean-weightddtoapital.

Regulatory Bodies. The following are the principal regulatory baglia Colombia and their respective functions:

* Ministerio de Minas y Energi@Ministry of Mines and Energy) (“MME") is primarilpriented to defining and maintaining the
conditions for adequate functioning of the markat,which it has regulatory and basic planning atitf.

72




» Superintendencia de Servicios Publicos y Domidds(Superintendent of Public and Residential Serviceah oversight agency.

CREG is the regulatory arm of the MME. Its direeteris presided over by the Minister of Mines amergy and is composed of ei
members, of whom three are government represeesatind five are independent experts. The decisiptisis entity are adopted by
majority vote, although an affirmative vote of ahst one of the government’s representatives isnes

» Consejo Nacional de Operacig¢National Operations Council) (“CNQ”) is responsilibr guaranteeing the secure, reliable and
economic operation of the national interconnectextiesn. The CNO is composed of representatives fhengeneration, distribution
and transport sectors.

« Centro Nacional de Despaclidational Dispatch Center), together with tbentros Regionales de DespadRegional Dispatch
Centers), is responsible for the planning, ovetsagid control of the integrated operation of theorteces for generation,
interconnection and transmission over the shomt ter

Limitations on Property. In Colombia, horizontal concentration is limitedthe following percentages: Generation: 25%arhimal
capacity of the system (allowing for interconnestaapacity) and commercialization: 25% of enerdgsto end users in the SIN. Recently
the limit of 25% for distribution was eliminated.

The percentage share of a company is calculatestitasthe market share achieved from direct anideicidownership of companies
active in the market. In addition, the governmestablishes a power band that determines the maxioapacity which any generating
company is allowed to control in Colombia. In thstlcalculation for 2003, the band was set at 4\280

With regard to vertical integration, tliE@npresas de Servicio Publi¢Bublic Service Companies) (“ESP”) formed priottow No. 143
and already vertically integrated as of the datiégsgbromulgation, can continue to be integrated viith separate management of each type of
business.

ESP formed after Law No. 143 was issued can simedtasly carry on the activities of generation-sypmpldistribution-supply,
respectively. In addition, these companies mayintegrate (or must integrate subject to existingjtk) the activities of generation-
transmission, generation-distribution, transmissi@tribution, and transmission-supply. Integratimtween generators and distributors is
permitted, provided the stake of either companth@capital stock of the other does not exceed Z8%.government is not restricted from
participation in any of the activities of the secto

Argentine Regulatory Framework

Electricity Systems. Argentinas electricity industry is organized into two separalectricity systems, the most important of whigkthe
Sistema Argentino de Interconexi@rgentine Interconnection System) (SADI), whickludes approximately 96% of the country’s installed
capacity. The second system, Bistema Patagonic@Patagonian System), is located in the southeriomeaf the country. Recently both
systems have been interconnected through a 50@akgrhission line.

Regulation. The electricity sector in Argentina is regulapranarily pursuant to Law No. 24,065 (ElectricaldEgy Code), which has
been in effect since 1992. TR@mpafiia Administradora del Mercado Eléctrico Magta (Administrative Company of the Wholesale
Electricity Market) ("CAMMESA”") is responsible fdhe operation of the wholesale electricity markefrgentina.

Activities. Production, transmission, distribution and sygltivities are legally separated in Argentinaefghare three categories of
eligible customers that may freely negotiate cangravith electricity suppliers, depending on thmak demand: thérandes Usuarios
Mayores(Major Large Users) (“GUMASs”) (maximum demand eqt@br greater than 1000 kW and minimum energy agomzion of
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4.38 GWh), th&srandes Usuarios MenorgMinor Large Users) (“GUMES") (maximum demand equmbr greater than 30 kW and less than
2000 kW), and th&randes Usuarios Particularg®articular Large Users) (“GUPAS”) (maximum demaaphal to or greater than 30 kw and
less than 100 kW). GUMASs have the obligation totcact at a minimum of 50% of their demand, and fmay the remainder on the spot
market. GUMEs and GUPAs must contract 100% of themand with a generator or merchant recognizettidllercado Eléctrico
Mayorista(Wholesale Electricity Market) (“MEM”). Productiotransmission, distribution and sale to non-libieead customers are regulated
activities. Supply to liberalized customers is amegulated activity.

In addition, Resolution 1.281/06, issued by thergn&ecretary, establishes a detailed segmentetiire demand, giving residential
consumers priority in electrical supply. All useising above 300 kW are required to seek all theérgy above their 2005 base demand
outside the MEM. In order to assure this energgvisilable, the Argentine government has createtEnargy Plus” program to develop new
capacity considering different compensation methmgies.

Distribution Tariffs. The distribution tariffs for regulated customars set every five years as the sum of the cdgfsreration
(wholesale market) and the costs of distributiaran effort to reflect the marginal costs of thewwek. For electricity, an initial period of 10
years was set. The first tariff revision was schedto occur in 2002, but due to the promulgatigrite Argentine government
January 2002 of Law No. 25,561, concerning theipushergency and reform of the exchange rate systdnich modified the dollar-peso
parity, the tariff revision for public services hasen suspended. To mitigate this disequilibriuawINo. 25,561 also provided for a
renegotiation of the concession contracts for thdip services, assigning this task to the Minigtffeconomy and to the Ministry of Federal
Planning, Public Investment and Services, throbgiunidad de Renegociacién y Andlisis de los Contrd®$ervicios Publicodnit for
Renegotiation and Analysis of Public Services Castt) (UNIREN).

On June 15, 2005, Edesur reached an agreementheithrgentine government that was revised on Aug8s005, establishing a
transition period with an increment of 28% in AV®he applied, effective November 1, 2005. This egrent was ratified by President
Kirchner in December 2006, through Decree 1.959f08anuary 2007, the Secretary of Energy appr&®esblution 50/07 that establishes a
38% increase (28% + inflation) in a new tariff seteefor Edesur. This agreement also establishestagrhl Tariff Revision that had been
delayed in order to determine the compensationBdasur should receive starting in February 2008.

On October 17, 2005, generation companies signedjaement with the Energy Secretary in order tabéish the MEM. This
agreement is a ratification of an Adhesion Act sidjim December 2004 under which generation compatesed to participate in a special
fund created by the Energy Secretary to financéntrease in the installed capacity of the Whokeg&déctric Market.

With this agreement, generation companies willipgte in the fund and build 1,600 MW of new capawith two CCGT power plani
with 800 MW capacity each. The plants should begierations in open cycle, using only turbine gaarafion, in December 2007. The
complete project should be in operation in JuneB26ally, in October 2006, EPC contracts werasthand new operation dates of
April 2008 for open cycle and for May 2009 for cdetp operation were established.

The Argentine government agreed to establish arpssg/e reestablishment of Wholesale Electricityl®daand to comply with all of its
obligations in respect of the generation compataeshich it had agreed.

Regulatory Bodies. The following are the principal regulatory baglia Argentina and their respective functions:

The Secretaria de Energi@&nergy Secretary) promulgates regulations thatbdish the procedures for load dispatching of arawhemic
transactions within the Argentine wholesale eletirimarket.
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TheMinisterio de PlanificaciorandMinisterio de EconomiéMinistry of Planning and Ministry of the Economyhyough theéUnidad de
Renegocia®n y Andlisis de los Contratos de Servicios Puslitinit for Renegotiation and Analysis of Public Sees Contracts), is in
charge of the renegotiation of concession contracts

The Ente Nacional Regulador de la Electricid@dational Electricity Regulating Agency) (‘ENRE'S & decentralized agency,
responsible for ensuring the compliance of transimisand distribution companies with the obligasi@et forth in the concession contracts
granted by the Argentine national executive braadid, with the general rules of the Argentine reguiaframework for the electricity
industry. In connection with these responsibilitikee ENRE promulgates regulations necessary tteimgnt control mechanisms, imposes
penalties and approves tariffs applicable to casioesires.

CAMMESA is responsible for the operation of the \dsale electricity market in accordance with theclives issued by the Energy
Secretariat. CAMMESA performs load dispatching aledirs commercial transactions for energy and power

Enarsa. On November 2, 2004, Enarsa was created under Ba®@42 in order to study, explore and develop safid liquid
hydrocarbon resources, to transport, store, digitmarket and exploit these products and theivaléves, and to transmit natural gas and
distribute it as a public service. Enarsa can gésterate, transport, distribute and market eléttric

Limitations on Property. In Argentina, transmission companies that holdcessions cannot buy or sell electricity. Genenati
companies, distribution companies and large udezteotricity cannot own or be majority sharehoflef transmission companies. In order
for two or more transmission or distribution comigarto merge, they must obtain authorization fradRE. ENRE must also authorize
purchases of shares of distribution and transmisséanpanies by other distribution and transmissmmpanies, respectively. Suppliers may
sell up to 5% of the annual energy demand in teetetity market.

Economic Emergency Measuredn January 2002, the Argentine government adbpssv No. 25,561, concerning public emergency
and reform of the exchange rates system. This ldwat derogate the Electrical Energy Code, bdidtintroduce changes in the overall
functioning of the Argentine economy and, in patie, introduced significant financial and economigsequilibrium into public services
companies. Indeed, this law establishes that ties far public services and local contracts shalirbArgentine pesos and authorizes the
Argentine National Executive Branch to renegot@iacession contracts with privatized companies.

Brazilian Regulatory Framework

Electricity Systems. Brazil's electricity industry is organized inbme large, interconnected electricity system, knag8istema
Interconectado Nacioni{National Interconnected System) (the “BrazilialN'g] which comprises the southern, southeastenmmtrakwestern,
northeastern and part of the northern regions a&Brin addition, there are several other smadldated electricity systems.

Regulation. The regulatory framework for the electricity s#dn Brazil comprises several articles from BFazionstitution, ancillary
laws and rules and regulations promulgated by thegtly of Mines and Energy. Brazil's regulatorafnework for the electricity sector has
been modernized by Law Nos. 8,987 and 9,074 of 1888h pertaining to the public services concessimtracts), Law No. 9,427 of 1996
(which created th&gencia Nacional de Energia Elétri¢ational Agency for Electrical Energy), (‘ANEEL3nd Law No. 10,433 of 2002
(which restructured the wholesale energy market).

On March 16, 2004, the Brazilian Senate approvediaws (Nos. 10,847 and 10,848) confirming provisioneasures MP 155 and 154
of December 2003. In the summer of 2004, the Stateduced a new regulatory model for the commdgzition of the Brazilian electricity
industry, involving sweeping
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changes in each of its segments: generation, tiasgm and distribution. The basic features ofrtee regulatory model are:

» Bidding on energy contracts in the short, mediund, lang term (between 15 and 35 years for new gnargd between 3 and 15 ye
for existing energy) is encouraged, with differated treatment. Existing energy is that of poweatiahs and present day merchants
which will compete for present day energy thatamlg discounted; the quantity of existing energly be defined as a function of the
assured energy which tl@mpresa de Pesquisa Energét{€mergy Research Corporation) (‘EPE”) determindstade a new
requirement. The new energy is that needed to gupplgrowth of the market, in which the agentd eoimpete for the new generat
projects determined by the government.

« There is no change in the marginal system of gp#thort-term prices on the spot market. The dispailt continue to be done in
order of merit, using declared and audited variablgs.

» The distributors are obligated to contract all tmequirements through the bidding process. Thetransfer price for the distributors
will be determined on the basis of the price okthbidding processes. The purchase of energy lgifeain related companies (direct
self-dealing) will be eliminated unless achievedtlgh the bidding process.

« The methodology for setting distribution rates wéimain unchanged, except for correcting the exgdtiistortions in the pass-through
of unmanageable costs, which is favorable to th&ress.

* The State will play a greater role in the agenaied the development of regulations. As a resudt State will bear the responsibility
for a guaranteed energy supply in the event obatabe resulting from defective planning.

This new regulatory model will be implemented oadransition period that will last until 2008.

In this new regulatory model, several auctionsefioergy produced by existing power plants (old ey)eagd energy produced by future
expansion projects (new energy) were developeddardo cover all existing new growth in demand.

Activities. Production, transmission, distribution, and caeneralization activities (the latter of which ismithally developed) are
legally separated in Brazil. Eligible customer®8iazil are currently those customers that dema@@®BkW or more annually. In accordance
with the model for deregulation of the Braziliareegy sector established in 1995, existing concassimtracts held by distribution and
generation companies were divided into three cotdrane for the purchase and sale of energy, aniaé use of the transmission system and
one for interconnection. According to this modeg tefined contracted capacity of electricity comea s to decrease by 25% annually as of
2003. These bundles of energy are to be publiayi@ued. Production, transmission and distributiod sale to non-liberalized customers are
regulated activities. Supply to liberalized custosrie an unregulated activity.

Distribution Tariffs. Distribution tariffs charged to regulated cusésmin Brazil are based on a system of maximurffsahat a
distribution company may charge and are establisiped approval of each distribution company’s refipe concession contract. Tariffs are
defined by two components: the “A Field” that caless all non-managed costs (energy costs, transmisssts and others) and the “B Field”
that considers managed costs. The B Field is ré\asery four or five years in an Ordinary Tarifflg@on (“OTR") and adjusted annually by
ANEEL to reflect wholesale inflation (“IGPM”) lesan efficiency factor. The revision of tariffs takesth components into account. A first
stage of tariff revisions was completed in 2003.

In 2006, ANNEL approved a new methodology to beliagdn a second stage of tariff revisions betw2@87 and 2009. This new
methodology considers a remuneration base (BBR)forrevision periods, taking into account alreadisting assets and new investment
made during this period.
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Regulatory Bodies. The following are the principal regulatory baglia Brazil and their respective functions. Thestties and their
functions may change as the new model is implendeshieing the transition period:

» The ANEEL is responsible for regulation and ovdrnsigf the energy sector and has the power to g@mtessions. ANEEL is an arm
of the MME and has decentralized authority for msgs of oversight and administrative managemett, bvanch offices in each
Brazilian state.

* TheOperador Nacional del Sistenflational System Operator) (ONS) is a private, mofipcorporation in which concession holders
and eligible customers participate as members watimg rights and consumer representatives padieips members without voting
rights. The ONS is responsible for the coordinatiod supervision of the generation and transmissi@mergy in the Brazilian SIN.

« The EPE will be responsible for the planning andettgoment of the growth of the Brazilian electrciector.
« TheComité de Monitoramiento del Sector Eléctr{t6MSE") will monitor the Brazilian electricity séaor.

» TheCémara de Comercializacion de Energia Eléctif@@CEE”) will replace theMercado Atacadista de Energjavhich processes
all energy purchase and sale activities througdtdniél contracts and short-term transactions. TREEwill be the sole purchaser of
energy.

Limitations on Property. The various segments of the Brazilian electriséctor have been legally separated. As a redattrical
distribution companies are subject to ownershijitéittons and are effectively vertically disintegrat Distribution companies cannot perform
other electricity-related activities or have directindirect holdings in the capital stock of otltkstribution companies. Similarly, generation
companies cannot be affiliated with or controllgddistribution companies.

In Brazil, there are no restrictions on horizomtégration in the generation sector. Limits foe thistribution sector remain at 20% on a
national level, 35% for northern and northeasteiysgstems and 25% for south, southeastern, cemlevastern subsystems.

Peruvian Regulatory Framework

Electricity System. The Peruvian electricity industry is organizetbia national interconnected electricity systerovin asSistema
Eléctrico Interconectado Nacionéthe “SEIN”) and other isolated systems that prevédectricity to rural areas. Currently, SEIN ispared
to supply energy across a tie-line to Ecuadorfieicommercial and operative agreements remainr unegdmtiation.

Regulation. The main components of the Peruvian regulat@méwork are Law No. 25,844 of 1992 (Law on EleitffiConcessions),
its corresponding regulation (Supreme Decree N&-I®EM) and Law No. 26,876 of 1997 (Anti-Monopalyd Anti-Oligopoly in the
Electricity Sector).

Activities. Production, transmission and distribution ati#gi are legally separated in Peru. Productiondastdbution companies may
supply electricity to eligible customers. The dligity threshold is 1,000 kW. The transmission tdimition and sale of electricity to eligible
customers are regulated activities, while the sufipkligible customers is liberalized.

Distribution Tariffs. Distribution tariffs are set every four years&d on a charge for AVD, which takes into acco@ntain
distribution costs based on a distribution compaitl model efficiency. End customers are subje¢htobar price plus the AVD.
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Regulatory Bodies. The following are the principal regulatory baglia Peru and their respective functions:

» TheMinisterio de Energia y Mina@inistry of Energy and Mines) defines Peru’s engpglicies, regulates matters pertaining to the
environment, and grants, monitors and terminaten$ies, authorizations and concessions for geoeratansmission and distribution
activities.

» TheOrganismo Supervisor de Inversion en Ene(@@SINERGmIn”)is the regulatory and oversight body and reporthédPreside!
of the Council of Ministers.

* TheComité de Operacion Econdmica del Sist¢f@DES”) coordinates the centralized dispatch et#icity, operates the spot
market and the power transfers market, and preplagestudies which serve as a basis for the arusddar (node) tariff calculations.
The board comprises eight representatives of ggorreompanies with more than 1% of the installegacity of the system and wh
supply more than 15% of the energy produced. Tlaedalso includes one representative of the praldipansmission system.
Participation on the board of the COES by any enoo@roup is limited to two members.

* The Antimonopoly Commission is overseen by l&ituto de Defensa al Consumidor y la Propiedaillectual(Institute for
Defense of the Consumer and Intellectual PropéttDECOPI").

Limitations on Property. Authorization is required for the horizontaldgtation of generation, transmission and distrdugctivities
which result in a market share equal to or greti@n 15%. Authorization is required for the vettiic@iegration of generation, transmission
and distribution activities which result in a markbare greater than or equal to 5%, either bafoedter the integration.

In July 2006, Peru enacted Law 28.832 in respamsiéstussions between the market and regulatonsedeby Law 28.447. The law
seeks to establish modern electricity regulatiosdive several problems detected during the dismossincluding allowing for the possibility
to contract regulated energy through auctions ang-term contracts of up to 10 years, reorganigi@ES to allow for the participation of all
agents, redefining transmission compensation tamcpransport and allowing adjustments of the apoket to allow participation of
liberalized consumers of over 10 MW of energy.

C. ORGANIZATIONAL STRUCTURE

We have organized Endesa giving priority to ouedmusiness, consisting of the generation, transonisdistribution and retailing of
electricity, gas and the provision of related sezsi We have established three major lines of basjreach based on a geographical area:

» Spain and Portugal, which are managed as an inéenaarket;
* Rest of Europe; and
» Latin America.

Although we treat each geographical segment asghesvertically integrated activity, for the purgosf greater transparency within our
Spain and Portugal and Latin America segments, a&oe and Distribution are treated as secondagyests. Each of Generation and
Distribution includes related retailing activity the rest of Europe, we have a presence only irefa¢ion.

We operate through the following wholly owned sdksiies in our principal lines of business:

Spain and Portugal

Endesa Generacion, S.A. operates our generatiomandg assets and conducts our renewable enexgiésogeneration operations.
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Endesa Red, S.A. conducts our regulated electtigitysmission and distribution activities, as veallour supply activities under the ta
system, through Endesa Distribucion Eléctrica, ,Sahd provides commercial support to our energypaies through Endesa Operaciones y
Servicios Comerciales, S.L. Our natural gas distiim is conducted through Endesa Gas S.A. (“En@es) and other natural gas
distribution companies in which Endesa Gas holalkest.

Endesa Energia, S.A. conducts marketing activiitidse deregulated market in Spain and the reEuodpe.

Rest of Europe

Endesa Europa, S.L. (“Endesa Europa”) was createdrisolidate our presence in Europe and to takarsage of the organic growth of
the markets in which we operate (other than SpaihRortugal), centralizing the administration arahagement of our investee companies in
Europe. Our European investee companies are Eiddiasand Snet, among others, as explained in “stétly and Development of the
Company” and “—Business Overview”.

Latin America

Endesa Internacional, S.A. (“Endesa Internacionadfjcentrates our presence in the Latin Americ&ketaEndesa Internacional
integrates our stakes in, among other investeessin S.A. (“Enersis”) and Empresa Nacional detglgdad, S.A. (“Endesa Chile”).

The charts on the following pages illustrate thiacttire and holdings of Endesa and its significafisidiaries at December 31, 2006.
a list of our subsidiaries, their country of incoration and our percentage interest (voting ansh@eic) in such subsidiaries, see Note 1 to
our consolidated financial statements.
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Our consolidated financial statements do not reeosdresults from transactions between companigsmthe Endesa Group.

D. PROPERTY, PLANTS AND EQUIPMENT

See “—Business Overview”.

ITEM 4A. UNRESOLVED STAFF COMMENTS
None.

ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS
A. OPERATING RESULTS

The following discussion of our operating resuitsancial condition and prospects is based on aditad consolidated financial
statements included in this annual report. Suclitedidonsolidated financial statements have beepgved in accordance with IFRS. For a
reconciliation of net income (loss) and stockhadtlequity to U.S. GAAP and a discussion of the digant differences between U.S. GAAP
and IFRS, see Note 30 to our consolidated finarstéiements.

Overview

We are the largest electricity company in Spaiteims of installed capacity and market share imtaad generation (33.9%),
distribution (43.1%), deregulated market (55.6% amsales to final customers (43.6%), with a pnesdn Italy, France, Portugal and North
Africa, and one of the largest private electricdgmpanies in Latin America. Our core business &gn We are also involved in activities
related to our core energy business such as retewaérgies and cogeneration and the distributishsaipply of natural gas.

Spain and Portugal

Full deregulation of the Spanish electricity market January 1, 2003, and decisions by the Spayuosernment concerning, among
others, ratemaking methodology, the treatment afmainland systems and the assignment of ratefalaallection rights, has increased
regulatory certainty in recent years.

In 2006 we invested a total of € 1,171 million e tgeneration business, of which € 840 million wader the ordinary regime, of which
€ 340 million was earmarked for the construction efvrgenerating facilities in CCGT plants. We congiria have a generating capacity that
is capable of producing all the power required by @vn markets through the balanced use of th@wariechnologies available, which we
believe provides us with a competitive advantager ather operators in Spain.

We invested an aggregate of € 1,408 million inaamestic distribution business in 2006, which repnés a 1.4% increase compared to
2005. Of our total investments in 2006 in Spain Bodugal, 90.0%, or € 2,630 million, was investethngible assets to develop or enhance
electricity generation and distribution facilitiesmaintain our leadership position in the Spamisttket, meeting increasing demand while
simultaneously enhancing service quality. The bdealn of this investment reflects the consideralfieremade by us to improve our supply
quality, with investment in distribution facilitieccounting for 53.5% of the total investment ingile assets in 2006. We had a market s
in 2006 of 38.1% in generation in ordinary regime d3.6% in terms of power sold to end customefZpain.

Europe

Endesa is one of Europe’s five largest companidisarelectricity sector. Our European strategy ive® acquiring majority interests in
generation companies, particularly in the Mediteei@n region,
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and taking advantage of opportunities resultingnftbe European deregulation process in the en@gyprs We aim to obtain significant
volumes of energy and access to the various natiaekets.

We had 9,775 MW of installed capacity in Europ®atember 31, 2006, of which 6,968 MW corresponddgrdesa in Italy, and 2,807
MW corresponded to Snet in France, which has bperating under the trade name of Endesa France Biecember 2006.

Latin America

In Latin America, although market conditions remelirallenging, we have begun to see signs of anawipg economic cycle, with
higher gross domestic product (“GDP”) growth, négahcreases in electricity demand and greater taoystability. We believe our
operating results reflect these improving condgiand lead us to view the short-term future ofaperations in Latin America optimistically.

We had 14,317 MW of installed capacity and mora&tha 6 million customers in Latin America at Dec&mnB1, 2006.

In short, in 2006, our Latin American business ige from the improvement of the economy in thgioa and the increase in demand
for electricity in the countries in which we haver@sence, making a positive contribution to osults, with a sound operating performance
and a much stronger financial position.

Factors Impacting Our Business

Our results of operations, financial condition &nudinesses have been and will continue to be afldzy certain factors that are beyond
our control.

Our electricity business, which constitutes ouredausiness, is carried out through various busiliess: generation, distribution,
transmission and supply. Our strategy is to rernraall of these businesses.

Of these businesses, distribution and transmismiemegulated activities in all of the countriesvinich we carry out distribution and
transmission activities, while generation and syppé regulated in certain countries and liberdliimeothers. However, even in those
countries in which generation and supply activites liberalized, electricity sector regulationirgihces such activities.

Therefore, regulations and regulatory decisionsiigantly impact our businesses.

Macroeconomic conditions in the countries in whighoperate have a significant effect on our reafltgperations. For example, whe
country experiences sustained economic growth,usoption of electricity by industrial and individuebnsumers increases. In addition,
international prices for fuels significantly affeaiur cost base and therefore, our profitabilityncugh in certain cases regulators permit us to
pass on in whole or in part higher costs to endsuggough higher sales prices. Likewise, hydralabgconditions affect our operations
because a significant part of our installed cagamtresponds to hydroelectric plants, the utilaabf which depends on the prevailing
hydrological conditions.

Other factors such as variations of the local awyeof the countries in which we operate againstathro, in particular in Latin America,
may have an impact on our results of operatioreino because a portion of our revenues and opgriatiome in such countries is
denominated in the local currency.
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Factors Affecting the Comparability of Our Resultsof Operations
Changes in the Composition of Endesa
Year Ended December 31, 2006

In September 2006, Endesa Europa, S.L. acquirgdb%Bof the shares of the companies Centro Enemgiardla and Centro Energia
Ferrara, as a result of which those companies bega fully consolidated since September 1, 2006.

Also in 2006, Endesa acquired or founded the fdalhgwcompanies: Compostilla Re, S.A., Endesa Pdigalka Z Ograniczona
Odpowiedzialnoscia, Enerlousado, Lda., ExplotacidBélicas Sierra Costera, S.A., Ibervento, S.Lrafmto, S.L., Parco Edlico lardino,
S.R.L., Parco Edlico Marco Aurelio Severino, S.RRarco Eélico Monte Cute, S.R.L., Parco Edlicogddti, S.R.L., and Productor
Regional de Energia Renovable, S.A. These compamestherefore incorporated into the Endesa Gemugpwe have begun to consolidate
them. The economic impact of these companies orgmndas immaterial in 2006.

Year Ended December 31, 2005

In May 2005, Endesa Participadas, S.A. sold alktieres of Nueva Nuinsa, S.L., as a result of wthichcompany ceased to be fully
consolidated.

In August 2005, Endesa Cogeneracion y Renovablés(ECyR”) acquired all the shares of the Portege renewable energy company
Finerge-Gestao de Proyectos Energéticos, S.A. €tgef), as a result of which this company was fatipsolidated from September 1, 2005.
Year Ended December 31, 2004

Since January 2004, ECyR, which includes cogermeratnd renewable energies businesses, and thegRestiinvestments accounted
under the equity method, have been organizatiomatigrated within the Spanish electricity businddw® sizes of these businesses, for
purposes of comparison, are immaterial relativeutodomestic electricity business.

In June 2004, Endesa Participadas, S.A. sold i&580 investment in Netco Redes, as a result oflwthits company ceased to be fully
consolidated.

In September 2004, we completed our acquisitiom @% controlling interest in the French produasetSvhen Endesa Europa
acquired, in addition to its existing 30% stakeadditional 35% interest in Snet. As a result @f élcquisition of the additional 35% interest,
Snet, which had been accounted for previously byetjuity method, was fully consolidated from Sefterr2004 onwards.

Transition to IFRS

See note 29 to our consolidated financial statesifenta reconciliation of our 2004 opening balasleet and our 2004 income staten
from Spanish GAAP to IFRS, as well as other infaiorarelating to our transition to IFRS from Spdn{SAAP.
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Critical Accounting Policies

The preparation of our consolidated financial stegets requires us to make certain estimates, judtgnamd assumptions that we beli
are reasonable based upon the information availatder IFRS and U.S. GAAP. These estimates, judtgreerd assumptions affect the
reported amounts of assets and liabilities at #te df the financial statements and the reportesuats of revenues and expenses during the
periods presented. We believe, that of our sigaifi@ccounting policies, the following may involdigh degree of judgment: property, pl
and equipment and other long-lived assets; goodhelliges of revenues in foreign currency; reveraegnition; provisions for
contingencies; provisions for CO emission alloweanosts; derivatives; and defined benefit pensiangand other postretirement benefit
plans.

Property, Plant and Equipment and Other Long-Livédsets

Under both IFRS and U.S. GAAP, property, plant aqdipment and other long-lived assets are recaatledst and are depreciated over
their estimated useful lives. The estimated udefes of our generation and distribution facilitiesige from 25 to 65 years. A significant
variation in the estimated useful life of a matesiaount of property, plant or equipment or otloerg-lived assets could have a material
impact on our operating results in the period incllthe estimate is revised and subsequent periods.

At the time of the conversion of the Spanish GAARficial statements to IFRS, we decided to applgxaeption provided for in the
IFRSSs, such that the depreciated cost of the prppaant and equipment at January 1, 2004 wasitekee the depreciated cost of the assets,
including the asset revaluations made in accordatittethe applicable legislation in the countriasnhich we operate that had been accepted
in the Spanish GAAP financial statements.

Additionally, under IFRS, property, plant and equgnt and other long-lived assets are impaired whercarrying amount of an asset
exceeds the higher of the asset’s value-in-useddiged present value of the asset’'s expectedefaash flows) and fair value less costs to
sell. The impairment loss is based on the recolemnount (the higher of the asset’s valuerse-and fair value less costs to sell). Under
GAAP, an impairment loss should be recognized wdareimpairment review indicates that the sum ofrieizash flows (undiscounted and
without interest charges) expected to result frbeuse of the asset and its eventual disposititesssthan the carrying amount of the asset.
An impairment loss is measured as the amount bgtwihie carrying value of the asset exceeds its/édire. The determination of property,
plant and equipment and other long-lived assets/édie is calculated on the basis of the futusedinted cash flows to be generated by the
assets. The factors considered in the determinafitime fair value depend upon the company’s exgeebtisiness plan, including among
others, sale prices, demand in the electricity miarkterest rates, exchange rates and other factiof which have a significant effect on-
calculation.

The amount of property, plant or equipment or otbrg-lived asset impairment could have a mateierse impact on our operating
results in the period depending on the estimatinade. At December 31, 2006, December 31, 2005 acdmber 31, 2004, our directors
considered that the book value of our assets digxaeed their market value.

During 2004, we modified the estimated useful éifeur nuclear power stations from 30 to 40 yeeffgctive January 1, 2004, which
resulted in a € 98 million decrease in depreciatioarges in 2004 from what would have been the ahsent such modification. We do not
expect any further future material changes in gtemnination of the useful life of our propertyapt and equipment, except for changes due
to any unpredictable future technology development.
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In light of the fact that estimating the fair valofour property, plant and equipment takes intasteration various variables that are
interconnected, it is not feasible to predict ikellhood of changes in such variables.

Goodwill

Goodwill arising on consolidation represents theess of the cost of acquisition over our inteneshe fair value of the identifiable
assets and liabilities of a subsidiary at the datcquisition. The assets and liabilities acquaesl measured provisionally at the date on w
control is acquired, and the resulting value ise@ed in a maximum period of one year from the ddtecquisition. Until the fair value of tt
assets and liabilities has been definitively deteent, the difference between the cost of acquisisind the carrying amount of the company
acquired is recognized provisionally as goodwill.

Goodwill acquired on or after January 1, 2004 issueed at acquisition cost. Goodwill acquired beftanuary 1, 2004 is recognized at
the carrying amount at December 31, 2003, in aerare with our prior GAAP, Spanish GAAP. In bothegssince January 1, 2004, good
has not been amortized, and at the end of eachtirggpperiod goodwill is reviewed for impairmentg(i, a reduction in its recoverable amount
to below its carrying amount) and any impairmemigten down. The recoverability analysis of goditive performed systematically at the
end of each year or whenever it is considered acg$o perform such an analysis. The recoverahtauat is the higher of fair value less
costs to sell and value-in-use. Value-in-use ignao be the present value of the estimated fugasé flows. In calculating the recoverable
amount of goodwill, we used the value-in-use apgnada practically all cases, preparing the projaudiof future pre-tax cash flows on the
basis of the budgets most recently approved byimactors. These budgets include the best avaikgilenates of the income and costs of the
cashgenerating units using industry projections, pageeence and future expectations. These projestioner the coming five years and
flows for future years are estimated by applyingsanable growth rates that are consistent with tjroates of prior years.

Based on estimates of the revenues expected tertmaed by the various investments made, as afrbleer 31, 2006, our directors
considered that the goodwill recorded will be ablbe recovered in full and no impairment is likedya future period.

Effective January 1, 2002, we adopted StatemehRtnaincial Accounting Standards (“SFAS”) No. 142,08will and Other Intangible
Assets (SFAS 142). The goodwill impairment testiclhs based on fair value, is performed on a reépgunit level. Goodwill on equity
method investments continues to be tested for imypit in accordance with Accounting Principles Bo@APB”) Opinion No. 18, The
Equity Method of Accounting for Investments in CommiStock. The fair value of the reporting units\idrich goodwill has been assigned
was considered to be the best reasonably consisesgurement of fair value measurements that iedibeth income and market approac
as explained above. Goodwill in each operating sewill be tested for impairment as of DecembenpBé&very year.

In light of the fact that analyzing the impairmefitour recorded goodwill requires a combinatiovafious assumptions and variables, it
is very difficult to analyze the sensitivity of tipeojections to changes in any isolated variabl@own, since a change in one variable may
have an effect on one or more of the other vargabsed.

Hedges of Revenues in Foreign Currency

In 2004, we established a new foreign currency ashhedge strategy in respect of our Latin Amanievenues that bear U.S. dollar
currency risk because the electricity tariff isemdd to movements between the local currency amtli8. dollar. This new strategy reflects a
detailed analysis of our future U.S. dollar revestreams in Latin America. Such analysis may chamgiee future due to new regulations
limiting the amounts of revenues tied to the U@&@ladt and future Latin American electricity
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supply and demand conditions, both of which afesrisherent in our estimated revenue streams Masabnd may change.

Under this new hedge strategy, exchange gainsseeoof the hedged item are recorded as cumutedivelation adjustments and are
reclassified into earnings in the same period duwhich the hedged forecasted transaction affeatsiegs. Under U.S. GAAP such foreign
currency cash flow hedge strategy was not a pexditedging strategy since the hedging instrumestan@onderivative financial instrumer

We update our analysis in each quarter considedirayailable relevant facts and circumstancegdeioto evaluate any change in
expected conditions.

Revenue Recognition
We generally record revenue for retail and whokesalergy sales under the accrual method.

Under both IFRS and U.S. GAAP, retail electricibdagas revenues are recognized when the commadityvided to customers on the
basis of periodic cycle meter readings and includestimated accrual for the value of the commaziitysumed from the meter reading date
to the end of the period. The unbilled revenuestsyated at the end of the period based on estihthtitly consumption after the meter read
date to the end of the period. Estimated daily somsion is derived using historical customer pefihdjusted for weather and other
measurable factors affecting consumption.

As a result of the analysis described in “ltem 8yKnformation—D. Risk Factors”, on our consolidhfsmancial statements for 2006,
pursuant to Royal Decree Law 3/2006, the energyised) by electricity distribution companies is @ffdy the sales of electricity by
electricity generation companies in the ordinagime2, when such companies are in the same indugtdap. The price that will be used to
settle these sales and purchases will eventualbebby the Spanish government as a function afgilieg market prices, but provisionally
such price has been fixed at € 42.35/MWh. In addjtproceeds from sales of electricity by eledyigeneration companies in the ordinary
regime must be reduced in an amount equal to thkanhealue of the CQ emission allowances that vedioeated for free under the
2006/2007 Spanish NAP. Revenues have also decrbgsed21 million pursuant to the reduction regagdireely assigned greenhouse gas
emission rights provided for by Royal Decree La2(BI6.

The Board of Directors is of the opinion that themeenue amounts represent its best estimate métinformation that it has available
the date of preparation of our consolidated finansfatements. Endesa’s directors do not foresg@@ssible positive or negative differences
with respect to the revenue amounts posted, whigh mecome manifest when the final regulations at#ighed, as being significant in
relation to our consolidated financial statements.

We have not had any material change, nor do weatxgny future material changes, in our estimatibuntbilled revenues, except for
any unpredictable future significant change in $yjppd demand conditions.

Provisions for Contingences

The current obligations at the balance sheet daim@g from past events which could give rise toss for Endesa, but for which we are
unable to determine an amount or specific timimg,racognized as provisions in the consolidatedrza sheet at the present value of the
most probable amount that we have determined wehaag to disburse to settle the obligation. In ptdecalculate the amounts we record
under “Provisions for Contingencies and Expensieéss,necessary to evaluate and estimate the aradhi@t we may be required to pay in the
future, including additional amounts in the formt@fes or pursuant to contractual obligations,meo@nts owed in respect of the settlement of
pending litigation or other contingent liabilities.
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Our financial results may be affected by judgmamd estimates related to loss contingencies. Romgsre quantified on the basis of
the best information available at the date of prafien of the consolidated financial statements @mthe consequences of the event giving
rise to the contingencies, and are reviewed angstsl] at the end of each year. Accruals for lossimgencies are recorded when manage
determines that it is probable that an asset has ingpaired or a liability has been incurred arat #uch economic loss can be reasonably
estimated. Such determinations are subject topratations of current facts and circumstancescmts of future events and estimates of the
financial impacts of such events.

We have not had any other material change, norelexpect any other future material changes, irestimation of recorded provisions
for contingencies.

Provision for CO2, Emission Allowance Costs

From 2005 onwards, all European Group companidstihlie CO: emissions in their electricity generatativity must deliver in the
first few months of the subsequent year £O emisallmwances equal to the volume of emissions ndadieg the year.

The obligation to deliver emission allowances f& €O> emissions made during the year is recogrigedshort-term provision under
the heading “Current Trade and Other Payabledienconsolidated balance sheet, and the relatedvesstecorded as “Other Variable
Procurements and Services” in the consolidatednirecstatement. This obligation is measured at theesamount as that at which the €O
emission allowances to be delivered to coverdhigation are recognized under Intangible Assethé consolidated balance sheet. If at the
consolidated balance sheet date, we do not hotdealCO, emission allowances required to coveethissions made, the cost and the
provision for this portion is recognized on theibaxd the best estimate of the price that we walé to pay to acquire them. When a more
accurate estimate does not exist, the estimatadsiiton price for the allowances not held by uthis market price at the date of the
consolidated balance sheet.

Derivatives

We enter into financial instruments, including ops, swaps, futures, forwards and other contractamitments, primarily to manage
market risks related to changes in interest ratds@reign currency exchange rates, as well asggsim commodity prices, including costs
fuel for generation of power.

Under IFRS, derivatives are initially recognizedatjuisition cost in the consolidated balance saeétthe required value adjustments
are subsequently made to reflect their fair valualaimes. Gains and losses from these changeseabngnized in the consolidated income
statement, unless the derivative has been desijaata hedge which is highly effective, in whickei# is recognized in the consolidated
income statement, netting off the effects understmae heading in the consolidated income statenmetiie case of Fair Value Hedges.
Changes in the fair value of the Cash Flow Hedigespect of the effective portion of the hedges,recognized under “Equitydarealizec
Asset and Liability Revaluation Reserve”, transfegrthis accumulated amount to the consolidatedrire statement to the extent that the
underlying has an impact on the consolidated incstament in relation to the hedged risk, nettifighe effects under the same heading in
the consolidated income statement. Finally, changésr value of Hedges of a net investment imigefgn operation are recognized, in res
of the effective portion of these hedges, net efrflated tax effect, as Translation Differencesquity, and are transferred to the consolid
income statement when the hedged investment igsksbof. Derivatives embedded in other financisfriiments are treated as separate
derivatives when their risks and characteristiesrant closely related to those of the host corgrant the host contracts are not carried at fair
value with unrealized gains or losses reportethénconsolidated income statement.

Under U.S. GAAP, the accounting for these finaniciatruments is similar to IFRS, and they are anted for in accordance with SFAS
No. 133,“Accounting for Derivative Instruments and Hedging
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Activities” and, prior to October 26, 2002, Ememgilssues Task Force (“EITF”) Issue No. 98 10, “Aacting for Contracts Involved in
Energy Trading and Risk Management Activities”. Thajority of financial instruments entered intousyare derivatives as defined in SFAS
No. 133. SFAS No. 133 requires the recognitionasfidtives in the balance sheet, the measuremehbsé instruments at fair value and
recognition in earnings of changes in the fair eadfiderivatives.

We document designated commaodity, debt-relatedcotimet hedging relationships, including the strataggt objectives for entering into
such hedge transactions and the related specificddbmmitments or forecasted transactions. We apgptige accounting in accordance with
SFAS No. 133 for these ndrading transactions, provided that the occurreridbe underlying transactions remains probabléedif/eness i
assessed based on changes in cash flows of theshadgompared to changes in cash flows of theckletigms.

Pursuant to SFAS No. 133, the normal purchaseleresaeption and the cash flow hedge designatierelections that can be made by
management if certain strict criteria are met ancudnented. As these elections can reduce the yglati earnings resulting from fluctuatio
in fair value, results of operations could be matiraffected by such elections. Financial instants entered into in connection with
indebtedness to manage interest rate and foreigarmy exchange rate risks are generally accountesb cash flow hedges in accordance
with SFAS No. 133.

The majority of financial instruments entered ibgous are for the purpose of managing interestaatforeign currency risk or
optimizing margins in meeting the energy demandsustomers are derivatives and will continue tsgiect to SFAS No. 133.

Generally, liquid financial instruments are suppdrby broker quotes and frequent trading activiliguid financial instruments have
little or no market information, and their fair valis estimated through market modeling techniques.

The fair values of derivatives are calculated anlibsis of current interest rates and forward engbaates, and on the fuel or electricity
prices currently prevailing in the forward markéfteese variables present an inherent risk of chamgetime due to future market conditic
but can be easily obtained. At each reporting jperie evaluate these derivatives based upon presaket conditions and adjust their
respective amounts accordingly.

In addition, those derivatives assigned in an endodedge strategy may have their assignation dtgsoeed, which could impact the
accounting treatment of such derivatives. Hedggaaton may change if the underlying hedge itemses to exist or we decide to
discontinue such hedge strategy based on presekéntanditions. In each reporting period, we ea#dLall hedges relationships of all those
derivatives that were assigned into an economigéeelationship in order to proceed with any nesgsadjustment.

Defined Benefit Pension Plans and Other Postretirent Benefit Plans

Under both IFRS and U.S. GAAP, reported costs ofiging defined pension benefits and other posewetent benefits are dependent
upon numerous factors, assumptions and estimategxample, these costs are impacted by actualoyme@ldemographics (including age,
compensation levels and employment periods), te [ef contributions made to the plan and earnmmgglan assets. The assets of the
externalized pension plans are primarily made ugqoiity and fixed income investments. Changes natlee provisions of the plan may a
impact current and future pension costs. Fluctaatio actual equity market returns as well as chamg general interest rates, may result in
increased or decreased pension costs in futuredeerPension costs may also be significantly a#fibbly changes in key actuarial
assumptions, including anticipated rates of returplan assets and the discount rates used imuateg the projected benefit obligation and
pension costs. Under IFRS, the actuarial lossegaims arising in the measurement of these ligsliand those arising from changes in the
fair value of the plan
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assets are recognized directly under the headiggitf=—Retained Earnings” and are recognized una=rme under U.S. GAAP.

Our liabilities for pensions and early retiremesuts recorded considering mathematical/actuarialetsathat consider many variables
unrelated to each other.

Recorded pensions and other pairement benefit liabilities reflect our bestiegtte of the future cost of honoring our obligasamde
these benefit plans. In accounting for defined bepkans, actuarial calculations are made. Thedeutations contain key assumptions, which
include: employee turnover, mortality and retiretrages, discount rates, expected returns on agset® salary and benefit level. These
assumptions change as market and economic corslitttange and any change in any of these assumptioithave a material adverse
effect on our reported results from operations.

In light of the fact that the interest rate var&ald the one variable that has the greatest ingraour calculation and is the variable most
susceptible to future changes, set forth below awedisclosed the impact of a 100 basis point ahamghe estimated interest rate used in the
calculation of our liabilities for pensions andlgaetirements:

Assuming a 1% decrease in discount rate, our prgjdoenefit obligation and projected accumulatest-petirement benefit obligation
would increase by € 435 million to € 4,460 millifor the year ended December 31, 2006. Assuming &&féase in discount rate, our
projected benefit obligation and projected accutedaost-retirement benefit obligation would deseehy € 372 million to € 3,653 million
for the year ended December 31, 2006.
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Results of Operations for the Year Ended Decemberl3 2006 Compared with the Year Ended December 310@5 and for the Year
Ended December, 31 2005 Compared with the Year Endddecember 31, 2004.

2006 vs. 2005

The table below presents, for the periods indigatezlbreakdown of our results of operations aedottrcentage variation from period to
period.

2006
Latin
Percentage European Percentage American  Percentage Percentage
Domestic Electricity
2005 Electricity Change Electricity Change Change Other Change 2006
Total  Business(1 _from 2005 Business  From 2005 _Business _from 2005 Business From 2005 _Total

(millions of euros, except percentage:

Operating revenue 18,22¢ 10,09C 8.8% 4,411 18.6% 6,07¢ 16.2% — n.a. 20,58(
Sales 17,50¢ 9,52C 8.7% 4,19C 16.5% 5,927 15.1% — n.a. 19,637
Other operating incom 721 570 11.1% 221 81.2% 152 83.1% — n.a. 943

Purchases and Servic 9,103 4,231 3.9% 2,94E 17.9% 2,97C 17.2% — n.a. 10,14¢€
Energy Purchases and Ft

consumptior 6,945 3,13¢ 7.0% 2,66€ 17.1% 2,13€ 23.0% — n.a. 7,94C
Power transmission

Expense! 651 365 33.7% 10 n.a 363 1.4)% — n.a. 738
Other supplies and servi 1,507 728 (16.0)% 269 27.5% 471 9.8% — n.a. 1,468

Gross margit 9,126 5,85¢ 12.6% 1,46€ 19.9% 3,10¢ 15.2% — n.a. 10,43¢
Expenses capitalize 170 162 16.6% 4 (55.6)% 28 27.3% — n.a. (194)
Personnel expens 1,547 1,062 2.0% 149 (7.5)% 397 17.8% — n.a. 1,608
Other operating

expense: 1,72¢ 1,124 8.7% 205 11.4% 552 9.3% — n.a. 1,881

Gross operating income/(los 6,02C 3,83t 17.4% 1,11€ 25.8% 2,18¢ 16.5% — n.a. 7,13¢

Depreciation and
amortization 1,77€ 1,13C 12.8% 270 0.4% 500 (0.4)% — n.a. 1,90C

Operating income/(los: 4,244 2,70E 19.5% 846 36.9% 1,68€ 22.7% — n.a. 5,23¢

Financial income/(loss (1,252) (392) (35.6)% (56) (12.5% (491) (6.3)% — n.a. (939)
Net financial income/(loss  (1,257) (398) (33.9% (58) (7.9)% (513) (5.0)% — n.a. (969)
Currency translation

adjustmen 5 6 185.7% 2 300.C% 22 37.5% — n.a. 30

Income (loss) from associated
companies 67 53 20.5% 1 (88.9)% 9 50.0% — n.a. 63

Income/(loss) from other
investmeni 2 6 0.0% — n.a. 4 (33.3)% — n.a. 10

Income/(loss) from
disinvestmen 1,486 214 122.%% 1 (98.8)% 21 50.0% 196 (84.8)% 432

Consolidated income (loss)
before taxe: 4,547 2,58€ 43.6% 792 22.4% 1,231 40.2% 196 (84.0)% 4,805

Corporate income ta 790 731 68.4% 157 51.0% 94 (44.1)% 25 (70.2)% 1,007

Net income/(loss 3,757 1,85E 35.7% 635 16.9% 1,137 60.1% 171 (85.00% 3,79¢
Minority interests 575 12 33.3% 142 20.3% 675 50.7% — n.a. 829
Income/(loss) attributable

to the parent compar 3,182 1,842 35.7% 493 16.0% 462 76.3% 171 (85.00% 2,96¢

1) Includes generation, distribution, supply, servi@esporate structure and intercompany adjustments.
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The following table shows net sales, operating mmeffloss) and net income/(loss) for 2006 by priatimes of business.

Operating
Net
Income/ Income/
Net Sales (Loss) (Loss)
(millions of euros)

Domestic electricity business( 9,52(C 2,70& 1,843
Generatior 6,16¢ 1,74E 1,207
Distribution 2,01¢€ 680 531
Supply 3,914 281 161
Corporate structure and Servic (2,57¢) Q) (56)
European electricity busine 4,19C 846 493
Latin American electricity busine: 5,927 1,68¢ 462
Other businesses — — 171
Total 19,631 5,23¢ 2,96¢

(1) Includes generation, distribution, supply, serviaesporate structure and intercompany adjustments.

2005 vs. 2004
The table below presents, for the periods indigatezlbreakdown of our results of operations aedptrcentage from period to period.

2005
Latin
Percentage European American Percentage
Domestic Electricity ~ Percentage Electricity  Percentage

2004  Electricity Change Change Change Other Change 2005
Total Business(1. _from 2004 _Business _from 2004 Business  _from 2004  Businesse: from 2004 _Total
(millions of euros, except percentage:

Operating revenues 13,665 9,274 38.0% 3,72C 44.4% 5,232 20.1% 3 (76.9%  18,22¢
Sales 13,50¢ 8,761 31.8% 3,598 40.7% 5,14¢ 19.8% — n.a 17,50¢
Other operating

income 156 513 622.5% 122 542.1% 83 38.3% 3 (50.00% 721

Purchases and Services 6,292 4,072 72.0% 2,497 43.0% 2,534 16.4% — (100.0)% 9,102

Energy Purchases and F

consumptior 5,08C 2,932 48.1% 2,276 35.6% 1,737 22.3% — n.a 6,94E
Power transmission

Expenses 520 273 44.4% 10 (67.7)% 368 22.7% — n.a 651
Other supplies and servic 692 867 337.% 211 486.1% 429 (6.1)% — (100.0)% 1,507

Gross margir 7,373 5,202 19.5% 1,223 47.4% 2,69¢ 23.8% 3 (72.7)% 9,12€
Expenses capitalized (161) (139) 4.5% 9) (10.0)% (22) 22.2% — n.a. (170)
Personnel expenses 1,393 1,041 5.7% 161 40.0% 337 18.3% 8 0.0% 1,547
Other operating expens 1,62C 1,034 0.6% 184 3.2% 505 29.2% 6 (45.5)% 1,72¢

Gross operating income/

(loss) 4,521 3,26€ 32.1% 887 65.8% 1,87¢ 23.4% (11) (37.5% 6,02C
Depreciation and
amortization 1,675 1,002 (3.7)% 269 63.0% 502 7.3% 3 50.0% 1,77¢€

Operating income/(loss) 2,84€ 2,264 58.1% 618 67.0% 1,37€ 30.6% (14) (40.00% 4,244

Financial income/(loss) (1,147) (609) 24.0% (64) 3.2% (524) (3.00% (55) 1.9% (1,252)
Net financial income/(los:  (1,087) (602) 20.2% (63) 0.0% (540) 19.2% (52) (25.7%  (1,257)
Currency translation

adjustment (60) ) (170.0% @) (200.0)% 16 118.4% ®) (118.8)% 5

Income (loss) from
associated companies 79 44 (4.4)% 9 (10.0)% 6 (62.5)% 8 14.3% 67

Income/(loss) from other
investment 40 6 (73.9)% — n.a. 6 n.a. (10) (158.8)% 2

Income/(loss) from
disinvestment 195 96 35.2% 84 n.a 14 600.C% 1,292 959.(% 1,48€

Consolidated income (loss)
before taxes 2,013 1,801 66.6% 647 103.5% 878 65.0% 1,221 n.a. 4,547

Corporate income tax 352 434 250.(% 104 (8.8)% 168 66.3% 84 n.a. 790

Net income/(loss 1,661 1,367 42.8% 543 166.2% 710 64.7% 1,137 n.a. 3,757
Minority interests 408 9 (87.0)% 118 237.1% 448 47.4% — n.a. 575
Income/(loss) attributable

to the parent company 1,253 1,35€& 52.9% 425 151.5% 262 106.2% 1,137 n.a. 3,182
1) Includes generation, distribution, siyppervices, corporate structure and intercompadjystments.
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The following table shows net sales, operating mmeffloss) and net income/(loss) for 2005 by priatimes of business.

Operating
Net
Income/ Income/
Net Sales (Loss) (Loss)
(millions of euros)

Domestic electricity business( 8,761 2,264 1,35¢
Generatior 6,65¢ 1,80z 1,19¢
Distribution 1,824 479 199
Supply 3,81¢ (56) (54)
Corporate structure and servic (3,539 39 15
European electricity busine 3,59¢ 618 425
Latin American electricity busine: 5,14¢ 1,37€ 262
Other businesses — (14) 1,137
Total 17,50¢ 4,244 3,182

(1) Includes generation, distribution, supply, serviaesporate structure and intercompany adjustments.

Operating Revenues
2006 vs. 2005

In 2006, operating revenues increased 12.9% tg&R0million from € 18,229 million in 2005 princifyadue to an 18.6% increase in
operating revenues from our European electricitsiless to € 4,411 million in 2006 from € 3,720 roillin 2005; a 16.2% increase in
operating revenues from our Latin American elettyribusiness to € 6,079 million in 2006 fron5£232 million in 2005; and an 8.8% incre:i
in operating revenues from our domestic electribitginess to € 10,090 million in 2006 from € 9, 27lion in 2005.

2005 vs. 2004

In 2005, operating revenues increased 33.4% tqZ298nillion from € 13,665 million in 2004 princifpadue to a 44.4% increase in
operating revenues from our European electriciyiless to € 3,720 million in 2005 from € 2,576 roillin 2004; a 38.0% increase in
operating revenues from our domestic electricityibess to € 9,274 million in 2005 from € 6,719 oiilin 2004; and a 20.1% increase in
operating revenues from our Latin American eleityribusiness to € 5,232 million in 2005 from € 473%illion in 2004.

Operating Expenses
2006 vs. 2005

In 2006, purchases and services, which are pamp@fating expenses, increased 11.5% to € 10,14i6miitom € 9,103 million in 2005
principally due to a 17.9% increase in purchasessanvices of our European electricity business 20945 million in 2006 from € 2,497
million in 2005; a 17.2% increase in purchasessarglices of our Latin American electricity busines€ 2,970 million in 2006 from € 2,534
million in 2005; and a 3.9% increase in purchasesservices of our domestic electricity busine$se&4,231 million in 2006 from € 4,072
million in 2005.

In 2006, the remaining operating expenses incre@se€d to € 5,389 million from € 5,052 million in @B principally due to a 7.8%
increase in the remaining operating expenses oflonrestic electricity business to € 3,316 milliar2D06 from € 3,077 million in 2005; a
7.8% increase in the remaining operating expensesrd_atin American electricity business to € 194aillion in 2006 from € 1,344 million
in 2005; and a 1.6% increase in the remaining dingy@xpenses of our European electricity busiress€ 624 million in 2006 from € 614
million in 2005.

93




2005 vs. 2004

In 2005, purchases and services, which are pampefating expenses, increased 44.7% to € 9,10Bmfllom € 6,292 million in 2004
principally due to a 72.0% increase in purchasessanvices of our domestic electricity businesee& 4,072 million in 2005 from € 2,367
million in 2004; a 43.0% increase in purchasessarglices of our European electricity business 20407 million in 2005 from € 1,746
million in 2004; and a 16.4% increase in purchasebservices of our Latin American electricity Imgsis to € 2,534 million in 2005 from €
2,177 million in 2004.

In 2005, the remaining operating expenses increas¥d to € 5,052 million from € 4,688 million in @@ principally due to a 30.6%
increase in the remaining operating expenses oEatwpean electricity businesses to € 614 millim2005 from € 470 million in 2004; and a
17.5% increase in operating expenses of our Latiercan electricity business to € 1,344 millior2B05 from € 1,144 million in 2004. The
remaining operating expenses of our domestic ébigtbusiness increase a 0.8% to € 3,077 millim2005 from € 3,053 million in 2004.

Operating Income

2006 vs. 2005

In 2006, operating income increased 23.4% to €%rallion from € 4,244 million in 2005 principallgue to a 36.9% increase in
operating income of our European electricity busine € 846 million in 2006 from € 618 million iI0@5; a 22.7% increase in operating
income of our Latin American electricity busines<t1,688 million in 2006 from € 1,376 million i®@5; and a 19.5% increase in operating
income of our domestic electricity business to®3,million in 2006 from € 2,264 million in 2005.

2005 vs. 2004

In 2005, operating income increased 49.1% to €4@dlion from € 2,846 million in 2004 principallgue to a 67.0% increase in
operating income of our European electricity busa® € 618 million in 2005 from € 370 million i0@4; a 58.1% increase in operating
income of our domestic electricity business toZ52,million in 2005 from € 1,432 million in 2004né a 30.6% increase in operating income
of our Latin American electricity business to €763nillion in 2005 from € 1,054 million in 2004.

Operating Results by Business

Domestic Electricity Business (Spain and Portugal)

As a result of the following, in 2006, operatingdme from our domestic electricity business inaedak9.5% to € 2,705 million from €
2,264 million in 2005. In 2005, the operating in@from our domestic electricity business increds®d % to € 2,264 million in 2005 from €
1,432 million in 2004.

Net Sales of Energy

In 2006, net sales of energy from our domesticteity business increased 8.7% to € 9,520 milfimm € 8,761 million in 2005. In
2005, net sales of energy from out domestic elgttrbusiness increased 31.8% to € 8,761 milli@mf€ 6,648 million in 2004.
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The following table shows a breakdown of salesn&rgy from our domestic electricity business fo8£202005 and 2006.

Percentage Percentage
Change Change
2004 2005 2006 (04/05) (05/06)
(millions of euros)
Mainland generation under ordinary regir
Sales to deregulated custom 1,247 1,487 1,78¢ 19.2% 20.2%
Supply to the Spanish market operator (OM 1,891 3,01z 2,36C 59.3% (21.6)%
Generation from renewables/Cl 121 240 256 98.3% 6.7%
Regulated revenues from distributi 1564 1,60z 1,784 2.4% 11.4%
Non-mainland generation and sup| 1,004 1,548 2,09¢(1) 54.2% 35.5%
Coal CTCs 75 22 33 (70.7% 50.C%
Technology CTC: 118 — — (100.00% n.a
Supply to deregulated customers outside Spain 170 220 299 29.4% 35.9%
Regulated revenues from gas distribution 36 39 46 8.3% 17.%
Gas supply 160 326 647 103.£% 98.5%
Other 262 265 208 1.1% (21.5%
Total 6,646 8,761 9,52C 31.8% 8.7%

(1) Includes € 227 million in compensation for the nmoainland generation deficit calculated in accorganith the Ministerial Orders
passed on March 30, 2006, which was in excesseadeficit amount recorded on our consolidated lzzaheet at December 31, 2005.

2006 vs. 2005

The increase in net sales of energy by our domekatricity business in 2006 was mainly due t@#&% increase in gas supply t6£7
million in 2006 from € 326 million in 2005; a 35.5#tcrease in non-mainland generation and supp€/2@98 million in 2006 from € 1,548
million in 2005; a 20.3% increase in sales to del&tgd customers to € 1,789 million in 2006 frorh,£87 million in 2005; and a 6.7%
increase in generation from renewable/CHP to €r@bigon in 2006 from € 240 million in 2005, offsat part principally by a 21.6% decrease
in supply to the Spanish market operator (OMELE 360 million in 2006 from € 3,012 million in 260

2005 vs. 2004

The increase in net sales of energy by our domekatricity business in 2005 was mainly due t®2% increase in sales to deregul:
customers to € 1,487 million in 2005 from € 1,24ifliam in 2004; a 59.3% increase in supply to thga&ish market operator (OMEL) to €
3,012 million in 2005 from € 1,891 million in 2004;98.3% increase in generation from renewables/@HP240 million in 2005 from € 121
million in 2004; a 54.2% increase in non-mainlamaeration to € 1,548 million in 2005 from € 1,00dlion in 2004; and a 103.8% increase
in gas supply to € 326 million in 2005 from € 160lian in 2004, offset in part by a 70.7% decreaseoal CTCs to €2 million in 2005 fron
€ 75 million in 2004; and the absence of technolod{€ in 2005 compared to € 118 million in 2004.
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Mainland Generation under Ordinary Regime
2006 vs. 2005

Sales of energy generated by Endesa in the Spamaistiand under the ordinary regime decreased 708€x4t149 million in 2006 frorg
4,499 million in 2005, principally as a result of:

* adecrease in our sales to the Spanish markettope@ar sales to the Spanish market operatoredtél2,360 million in 2006, 21.6%
lower than the year before. This amount includésssaade after March 2006 to supply regulated comegan Endesa’s distribution
territories, which were recognized at a provisigmadte of € 42.35/MWh in accordance with Royal Bectaw 3/2006. This
provisional price is below the average pool prit2006 of € 64.83/MWh, which is, in turn, 3.2% héghhan in 2005. As market
prices in 2006 were above € 42.35/MWh, Endesaradéive an additional payment as compensation. rEoiivable is a contingent
asset subject to the definitive price for 2006 bdevally established and has therefore not besorded in the consolidated income
statement for 2006.

» the negative before-tax impact on revenue of €f@R4on from selling 19,407 GWh to regulated comjeanin Endesa’s distribution
territories between March and December 2006 aptbeisional price of € 42.35/MWh in accordance vibyal Decree Law 3/2006.
In accordance with Royal Decree Law 3/2006, theatieg before-tax impact on revenue for 2006 wassiased by € 121 million,
which amount corresponds to the estimated dedutititime amount Endesa is entitled to receive ageosation for the revenue
deficit from regulated activities due to the estieshvalue of CQ emission rights that it has bdlecated free of charge.

2005 vs. 2004

Sales of energy generated by Endesa in the Spar@isiland under the ordinary regime increased 43a1€64,499 million in 2005 from
€ 3,138 million in 2004, principally as a result of:

« growth in our sales to the energy pool. Our salghe pool totaled € 4,940 million in 2005, 67.1%her than in 2004 due to a 79.6%
rise in the average pool price, including the cépamyment. The increase in fuel costs, expensssdated with the C® emission
rights deficit and lower utilization rates at hydtectric plants caused by the Spanish drought @b2@ere the main factors driving this
increase; and

« the increase in the average energy pool price @b 2ibcluding capacity payments, to € 60.6/MWh, paned to € 33.8/MWh in 2004.
Our supply and generation subsidiaries acquiredygrfeom the pool for a total of € 1,928 millionh&se purchases were offset by
power sold by Endesa to the pool. The markets iamellhands were the same in both cases so thatithlegse price matched the
selling price. Sales to the pool were offset bychases made by our supply and generation subsidibeyefore, sales to the pool
recorded in the consolidated income statementd@662otaled € 3,012 million.

96




The following table shows the breakdown of energydpced by us and the Spanish electricity sectdherSpanish mainland by type of
generating facility for 2004, 2005 and 2006.

Endesa Spanish Electricity Sector
Type of Generating Facility 2004 2005 2006 2004 2005 2006
Nuclear 32% 30% 34% 31% 27% 27%
Coal 46% 47% 45% 37% 36% 30%
Hydroelectric 13% 10% 11% 15% 9% 12%
Fue-Oil/Gas 2% 3% 1% 3% 4% 2%
CCGT 7% 10% 9% 14% 24% 29%
Total 100% 100% 100% 100% 100% 100%

The preceding table reflects the mix of generatimgacity we possess in the Spanish mainland, wirichelieve provides us with stable
sources of energy. We believe that our mix of getiey capacity in the Spanish mainland is not paldirly susceptible to hydrological
conditions and will enable us to substitute energyerated at our coal-fired plants for decreaseséngy generated at our hydroelectric
facilities instead of resorting to our fuel oil agds facilities, which are more costly than ourl ¢aeilities when costs are measured per kWh

generated.

Renewables/CHP Generation

2006 vs. 2005

Revenues from sales of renewable/CHP energy geebgtconsolidated companies totaled € 256 miliio2006, 6.7% more than in
2005, driving operating income from the generabasiness to € 115 million, up 15% from 2005.

2005 vs. 2004

Revenues from sales of renewable/CHP energy gexklgtconsolidated companies totaled € 240 miliioR005, 98.3% more than in
2004, driving operating income from the generabiosiness to € 100 million, up 185.7% from 2004.

Distribution

2006 vs. 2005

Revenues from regulated distribution activitiesev€rl,784 million in 2006, an increase of 11.4% pared to 2005. Revenue in 2006
included € 43 million in settlements from prior yggorimarily from incentives for energy lossesckixling settlements from prior years,
revenues from regulated distribution activitie2006 increased by 8.7% compared to 2005. We suppliecc99 GWh to customers on the
regulated Spanish market in the period, 11.7% rtf@e in 2005.
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2005 vs. 2004

Revenues from regulated distribution activitiesevérl,602 million in 2005, an increase of 2.4% carad to 2004. We supplied 64,095
GWh to customers in the regulated Spanish mark2®@%. In accordance with IFRS, however, turnov@mfthis business was not booked as
revenue, as the distribution business’ sole incntiee remuneration provided for under the eleityriariff scheme. Remaining sales
correspond to costs incurred and passed on tornesso

Non-Mainland Generation
2006 vs. 2005

Sales from non-mainland systems totaled € 2,098omiln 2006, 35.5% more than in 2005. Revenuekide€227 million of additiona
compensation above that recorded at December 85, f20 deficits in compensation for the non-mainlaystems in 2001-2005 as
recognized in the Ministerial Orders of March 3008.

2005 vs. 2004

Sales from non-mainland systems totaled € 1,548omiin 2005, including compensation for strandedts from these systems, an
increase of 54.2% compared to 2004 ( € 1,004 mijllio

We included an item of income of € 212 million BB, relating to the compensation for the addifiaoats of the non-mainland
systems in the period from 2001 to 2004. By recriggithis amount, we have reflected in our finahsiatements an asset for an amount
respect to which the CNE submitted a favorable ntejoathe Ministry of Industry. In addition, revessiof € 177 million were recorded
corresponding to additional compensation for theamts included in the 2005 tariff to cover the istied costs recorded for that year. This
amount was calculated using the same methodolothaasised by the CNE in its report for calculatstiganded costs for the period 2001-
2004.

Supply to Deregulated Customers
2006 vs. 2005

Sales to deregulated customers in the Spanish tatkéed € 1,926 million in 2006, an increase @¥2compared to 2005. Of this
amount, € 1,789 million corresponded to the maithlderegulated market and € 137 million to the n@intand market. Revenues from sales
to deregulated European markets other than Spaia &299 million in 2006, an increase of 35.9% carep to 2005. The number of
deregulated customers was approximately 1,077,80®88,000 as of December 31, 2006 and 2005, régglgcIn 2006, 1,012,751
deregulated customers corresponded to the maidlaregjulated market, 61,255 to the non-mainland etankd 3,800 to other European
deregulated markets.

2005 vs. 2004

Sales to deregulated customers in the Spanish tatkéed € 1,605 million in 2005, an increase 8f6% compared to 2004. Of this
amount, € 1,487 million corresponded to the maithlderegulated market and € 118 million to the n@intand market. Revenues from sales
to deregulated European markets other than SparEv@20 million in 2005, an increase of 29.4% coragado 2004. The number of
deregulated customers was approximately 998,0084@00 as of December 31, 2005 and 2004, respbcti
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CTC Revenues and Tariff Deficit

Our CTC revenues increased 50.0% to € 33 milliod0@6 from € 22 million in 2005. The table belovss®rth a breakdown of our
CTC revenues for 2004, 2005 and 2006:

Percentage Percentage
Change Change
Type of CTC 2004 2005 2006 (04/05) (05/06)
(millions of euros)
Technology 118 — — (200.0% —
Coal 75 22 33 (70.7)% 50.0%
Total 193 22 33 (88.6)% 50.0%

2006 vs. 2005

Regulated revenues in 2006 were not sufficienffisebsystem costs, generating an estimated defi@t3,311 million. According to the
provisions of Royal Decree Law 5/2005 of March 2005, we must contribute 44.16% of the total amadnhis deficit ( € 1,462 million).
Our accounts at December 31, 2006 include a fimhasiset of €,341 million to reflect our right to recover ourase of the regulated reven
deficit decreasing € 121 million which correspotmi¢he estimated value of CO emission rights Wehave been allocated free of charge.

2005 vs. 2004

Regulated revenues in 2005 were not sufficienffisebsystem costs, generating an estimated defi@t3,580 million. According to the
provisions of Royal Decree Law 5/2005 of March 2005, we must contribute 44.16% of the total amadrhis deficit (€ 1,581 million).
Our accounts at December 31, 2005 include a fimhasiset of €,581 million to reflect our right to recover ourase of the regulated reven
deficit.

Gas Distribution and Supply

2006 vs. 2005

Revenues from gas sales in the deregulated mari2806 totaled € 647 million, representing growt®®.5% on 2005. Revenues from
regulated gas distribution totaled € 46 million,iacrease of 17.9% compared to 2005.

2005 vs. 2004

Revenues from gas sales in the deregulated mar2&35 totaled € 326 million, representing growitli@3.8% on 2004. Revenues from
regulated gas distribution totaled € 39 million,iacrease of 8.3% compared to 2004.

Other Operating Revenues

2006 vs. 2005

Other operating revenues were € 570 million in 2@06increase of 11.1% compared to 2005. Otheratipgrrevenues include € 254
million relating to Endesa’s allocation of GO  erid rights for 2006 as part of the Spanish Natiédlacation Plan for emissions, a
decrease of € 83 million compared to 2005, pringatile to the CQ emission rights for 2006 beingréed in the consolidated income
statement for 2006 at a lower value than the;CO is&an rights allocated to Endesa in 2005. The taweenue was offset in part by lower
expense recorded in the 2006 consolidated incoatensent for the use of the GO emission allowances.
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2005 vs. 2004

Other operating revenues came to € 513 million0iB52 € 442 million more than in 2004. Other op&gtievenues include € 337 million

relating to Endesa’s allocation of GO  emissiomtsgor 2005 as part of the Spanish National AllimeaPlan for emissions, which is
recorded as revenue.

Operating Expenses

The table below sets forth the breakdown of opegagixpenses of our domestic electricity busines004, 2005 and 2006 and the
percentage variation from year to year.

Percentage Percentage

Year Ended December 31 Change Change
2004 2005 2006 (04/05) (05/06)
(millions of euros)

Purchases and servic 2,367 4,07z 4,231 72.C% 3.9%
Energy purchase 434 875 995 101.€% 13.7%
Fuel consumptiol 1,54€ 2,057 2,143 33.1% 4.2%
Power transmission expens 189 273 365 44.4% 33.7%
Other supplies and servic 198 867 728  337.%% (16.0%

Personnel expens 985 1,041 1,06z 5.7% 2.0%

Other operating expenses 1,026 1,034 1,124 0.6% 8.7%

Depreciation and amortization 1,04C 1,00z 1,13C (3.7)% 12.8%
Total 542C 7,14¢ 7,547 31.8% 5.6%

In 2006, operating expenses of our domestic etéfttbusiness increased 5.6% to € 7,547 milliomf® 7,149 million in 2005.
In 2005, operating expenses of our domestic etégttbusiness increased 31.9% to € 7,149 milli@mf€ 5,420 million in 2004.

2006 vs. 2005

Purchases and services increased 3.9% to € 4,28dnnm 2006 from € 4,072 million in 2005, whichas principally due to the
following factors:

« Expenses for other supplies and services total&zBénillion in 2006, a decrease of 16.0% from € B6lfion in 2005. This decrease
principally reflects the booking of expenses ofod 3nillion in connection with rights acquired toven the CO; emissions made in
2006, which totaled 46.5 million tons (34.8 millitons for mainland and 11.7 million tons for nonintend emissions). Expenses
booked in 2006 to cover C© emissions were € 22llomiower than expenses booked in 2005, prindypalie to the lower volume
and lower value of CQ emissions recorded in 200&. decrease in expenses for other supplies antaerlso reflects the booking
of a € 51 million reversal equivalent to the amowmetwill receive from the Extremadura regional gowveent in connection with
reimbursement of an environmental impact tax we frmm 1998 to 2005 which was ruled unconstitutidnathe Spanish
Constitutional Court on June 13, 2006.

« Fuel consumption amounted t@£.43 million in 2006, an increase of 4.2% from 200his increase is due to the generalized inci
in raw materials prices on international marketsede higher costs, however, were offset by ourgbreafuel purchasing managem
policy, which resulted in belowrarket purchasing prices. Our cost of raw matefedldy 4% compared to an estimated 6.1% incr
in the cost of raw materials for utilities in theaimland system.
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* Energy purchases increased 13.7% in 2006, to €88b6n from € 875 million in 2005. The main compant of this line item relates
to gas purchases to supply deregulated customhbishwose as a result of the increase in saldsagetcustomers and the rising price
of gas.

2005 vs. 2004
Purchases increased 72.0% to € 4,072 million ircZ6ém € 2,367 million in 2004 which was principatlue to the following factors:

* Expenses for other supplies and services totak&i7€nillion in 2005, up € 669 million on 2004. Tlicrease reflects the booking of
expenses of € 522 million in connection with rightgjuired to cover the COemissions made in 2005, which totaled 51.9 miltimms
(40.4 million tons for mainland and 11.5 milliom®for non-mainland emissions). The net effeceoEnues and expenses booked in
2005 to cover CQ emissions was € 185 million, egponding to an estimated rights deficit of 8.9iariltons;

* Fuel consumption amounted to € 2,057 million in20fn increase of 33.1% from 2004. This increasedue to higher fuel oil
production in 2005 (higher unit costs than othehitmlogies) triggered by the drought and to a gdized increase in raw material
prices in the international markets. These higlestwere offset by our proactive fuel purchasiremagement policy which resulted
in below-market purchasing prices; and

« Energy purchases increased by € 441 million, or@¥%] compared to 2004. The main component of ihésitem relates to
transactions carried out on the wholesale generatiarket. This increase in power purchases is tirikehe 79.6% rise in the average
energy pool price. The balance relates to gas pseshto supply deregulated customers, which roaeemsult of the 18.7% increase in
sales to these customers and the rising pricesf ga

2006 vs. 2005

In 2006, personnel expenses increased 2.0% to6R ydllion from € 1,041 million in 2005. These exges include € 136 million for
estimated costs in connection with salary revisfonactual inflation related to a headcount redurcprovision; new layoffs contemplated in
the Spanish government’s 2006—2012 Mining Plan;thagrovision for the early layoff of specific vikborce groups.

2005 vs. 2004

In 2005, personnel expenses increased 5.7% to4d Indllion from € 985 million in 2004. These expeasnclude € 34 million for
estimated costs in connection with layoffs conteatgd in the Spanish government’s 2006—-2012 Miniag,Rand € 12 million for employee
tariff provisions. Absent these items, personng@lesses were virtually unchanged.

2006 vs. 2005

In 2006, depreciation and amortization costs irseddl2.8% to € 1,130 million from € 1,002 million2005.
2005 vs. 2004

In 2005, depreciation and amortization costs dee@8.7% to € 1,002 million from € 1,040 million2604.
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European Electricity Business
The following table shows net output of our Eurapedectricity business, by country, in 2004, 2068 2006.

Percentage Percentage

Change Change
2004 2005 2006 (04/05) (05/06)
(GWh) (GWh) (GWh)
Italy 6,36C 6,59C 6,96¢ 3.6% 5.7%
France 2,934 2,807 2,807 (4.3)% 0.0%
Total 9,294 9,397 9,77¢ 1.1% 4.0%

The following table shows operating income and apeg revenues from our European electricity bussrfer 2004, 2005 and 2006.

Operating Income Operating Revenues

Percentage Percentage Percentage Percentage

Change Change Change Change

2004 2005 2006 (04/05) (05/06) 2004 2005 2006 04/05 05/06
(millions of euros, except percentage:

Italy 382 542 749 41.8% 38.2% 1,68C 2,24z 2,91t 33.5% 30.0%

Shnet 6 62 98 933.52% 58.1% 268 899 1,08z 235.5% 20.4%
Endesa Tradin 1 46 42 n.a. (8.1)% 651 1,371 1,20¢ 110.€% (11.80%

Adjustments and

others (190 (32) (43) (68.49% (34.4% _ (23) (792) (795  na (0.4%
Total 370 618 846  67.0%  36.9% 257€ 3.72C 4411  444%  18.6%

2006 vs. 2005

Operating revenues from our European electricitin®ss increased 18.6% to € 4,411 million in 2006 f€ 3,720 million in 2005.
Operating income from our European electricity hass increased 36.9% to € 846 million in 2006 f&6G18 million in 2005. Operating
expenses of our European electricity business ase 14.7% to € 3,569 million in 2006 from € 3,hdillion in 2005.

Italy

Endesa’s business in Italy continued to grow in@@hdesa’s operating revenues in Italy increage@?3 in 2006 to € 2,915 million
from €2,242 million in 2005, principally due to an 8.6fiease in energy sold and a 27.6% increase img&amergy prices in Italy. Ende
generated a total of 25,723 GWh in 2006 in ltalitjch represents an increase of 2,361 GWh, or 10ct¥apared to 2005.

Endesa used a generation structure with 17.7%ofuptoduction in 2006 in Italy, compared to 16.292005, primarily due to the
application of extraordinary measures to reducecgasumption through March 2006 in order to guaarmfas supplies. Endesa operating
expenses in Italy totaled € 2,170 million, an s of 27.3% compared to 2005, due primarily tersegalized increase in raw material
prices.

On February 23, 2006, the Italian government apgaldhe Italian NAP for CQ emission rights. Endesa Italia was allocated &8l8on
tons of CO, emission rights for the period 2002@07 under the Italian NAP. On May 4, 2006, thédtanational CQ emission rights
register was established for GO emission righteated under the Italian NAP and GO emissiontsgitherwise acquired. In 2006,
Endesa lItalia’s operating revenues included € 8Bomifrom the allocation and use of the free €®mission rights and its operating expel
included € 110 million for the cost of the GO  esimm rights.
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The net cost of the C® emission rights recorde8mttesa Italia’s income statement for 2006 was &dkbn, corresponding to an
estimated deficit of 3.4 million tons of CO emi@ss.

Following the restatement of the tax base of kediassets to book value, Endesa Italia reducedifsrate tax expense byl€8 million
in 2006 compared to 2005.

France

The remaining operating revenue of our Europeartrédéty business relates substantially to the apeg revenue of Snet. Snet’s
operating revenues increased 20.4% in 2006 to&Intlllion from € 899 million in 2005, principallgue to a 16.6% increase in the amount
of energy sold. Snet generated a total of 9,852 @GWAD06, which represents a decrease of 535 GWipaced to 2005.

Snet’s operating expenses totaled € 984 millio2d@6, an increase of € 147 million compared to 2@@Barily due to an increase in
energy purchases of € 216 million compared to 2@06¢ch was offset in part by stricter control adtsmission expenses and other variable
expenses, which decreased by 47.2% compared to 2005

In 2006, Snet completed a headcount reduction guaindecreased its total workforce by 25%. Snet'sgel expenses decreased 12%
in 2006 compared to 2005.

2005 vs. 2004

Operating revenues from our European electricitin®ss increased 44.4% to € 3,720 million in 200mf€ 2,576 million in 2004.
Operating income from our European electricity hass increased 67.0% to € 618 million in 2005 f&87Y0 million in 2004. Operating
expenses of our European electricity business asee 40.4% to € 3,111 million in 2005 from € 2,2diflion in 2004.

The remaining operating revenue of this busindssa® substantially to the operating revenue ofdsadtalia. Endesa Italia’s operating
revenues increased 33.5% in 2005 to € 2,242 mifliom €1,680 million in 2004, principally due to a 17.8Bgiease in the amount of enel
sold to 30,911 GWh (including 7,549 GWh of energgured from third parties at a cost of € 292 roil). Endesa Italia generated 23,362
GWh in 2005, which represents a 12.0% increase aoedpto 2004. The increase in generation was jpétigidue to an increase of 5,428
GWh in CCGT production. The cost of fuel increagez41 million, principally due to higher fuel preand the increase in thermoelectric
production.

Latin American Electricity Business

In the discussion of the operating revenues andatipg income of our operations in Latin Americattfollows, we have provided such
results as reported in accordance with IFRS anceiitain cases, excluding the impact of exchanggefiactuations. Year-on-year currency
exchange rate movements will influence our reporésdits to a greater or lesser extent, and theréfiey are identified as part of the anal
to make clear their impact on the overall growtldecline in our Latin American operations.

In 2006, operating income from our Latin Americéectricity business increased 22.7%, to € 1,688anifrom €1,376 million in 2005
Operating revenues from our Latin American eleityribusiness increased 16.2%, to € 6,079 millioB006 from € 5,232 million in 2005,
while operating expenses of our Latin American teleity business increased 14.0%, to € 4,419 mmiliio 2006 from € 3,878 million in 2005.

In 2005, operating income from our Latin Americdectricity business increased 30.6%, to € 1,37@anifrom €1,054 million in 2004
Operating revenues from our Latin American eleittribusiness increased 20.1%, to € 5,232 millio2@65 from € 4,357 million in 2004,
while operating expenses of our Latin American teieity business increased 16.8%, to € 3,878 nmiliio 2005 from € 3,321 million in 2004.
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The table below sets forth a breakdown of operadtingme (loss) and operating revenues from oumLAtherican electricity business
for 2004, 2005 and 2006.

Operating Income (Loss) Operating Revenues
Percentage Percentage Percentage Percentage
Change Change Change Change
2004 2005 2006 (04/05) (05/06) 2004 2005 2006 (04/05) (05/06)
(millions of euros, except percentage:
Generatior 632 722 1,024 14.2% 41.8% 1,90€ 2,30¢ 2,69€ 20.8% 17.1%
Distribution and
Transmissior 538 723 759 34.4% 5.0% 3,31¢ 3,80¢ 4,214 14.8% 10.6%
Other (116) (69) (95) n.a. n.a. (868) (880) (831) n.a. n.a.
Total 1,054 1,37€ 1,68¢ 30.6% 22.7% 4,357 5,23z 6,07¢ 20.1% 16.2

Generation in Latin America

The following table shows operating income and apieg revenues from generation in each countr@@4, 2005 and 2006.

Operating Income Operating Revenues

Percentage  Percentage Percentage Percentage

Change Change Change Change

2004 2005 2006 (04/05) (05/06) 2004 2005 2006 (04/05 (05/06)

(millions of euros, except percentage:

Chile 179 248 483 38.5% 94.8% 781 1,054 1,301 35.0% 23.4%
Colombia 178 183 182 2.8% (0.5)% 362 400 408 10.5% 2.0%
Argentina 101 66 111 (34.7% 68.2% 278 313 437 12.6% 39.6%
Brazil 84 111 140 32.1% 26.1% 194 231 242 19.1% 4.8%
Peru 90 114 108 26.7% (5.3)% 291 305 308 4.8% 1.0%
Total 632 722 1024 14.2% 41.8%  1.90€ 230t 2,69¢ 20.8% 17.1%

The following table shows net output figures inihadmerica by country for 2004, 2005 and 2006.

Percentage Percentage
2004 2005 2006 Change (04/05 Change (05/06'
(GWh) (GWh) (GWh)

Chile 16,797 18,76¢ 19,97: 11.7% 6.4%
Colombia 11,881 11,864 12,56¢ (0.1)% 5.9%
Argentina 15,88¢ 16,15¢ 17,75 1.7% 9.9%
Brazil 4,88¢ 4,215 4,48¢ (13.8)% 6.6%
Peru 5,65¢ 6,89t 7,25C 21.9% 5.1%
Total 55,10¢ 57,89(C 62,02¢ 5.1% 7.1%

Chile

In 2006, operating income from the Chilean generatiusiness amounted to € 483 million, a 94.8%e@mee compared to 2005. The
increase was principally due to the increase iregaion to 19,973 GWh, an increase of 6.4% compar@®04. The generation mix also
improved as hydroelectric plants accounted for @%eneration. This increase of generation by hglairic plants helped to offset the
general rise in raw materials prices. The positivpact of the Chilean peso versus the euro ancehigholesale prices of energy also
contributed to the increase in operating income.

In 2005, operating income from the Chilean generatiusiness amounted to € 248 million, a 38.5%eim&e compared to 2004. In 2005,
Chilean generation was impacted by the gas supplylgms affecting the thermal plants, which requisabstituting gas with more expensive
liquid fuels. For our subsidiaries, however, theswnore than offset by the 11.7% increase in engeggrated from hydroelectric plants,
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principally due to the Ralco plant joining the giidSeptember 2004 and to increases in node pfi@gsnents by the distribution company to
the generation company) and derivatives pricewierifrom the change in the power source promptethe gas supply crisis.

Colombia

In 2006, operating income from the Colombian geti@nebusiness amounted to € 182 million, a 0.5%ekse compared to 2005. The
decrease was principally due to the decrease imgmpeices as a result of a high level of rainfadit year, decreasing the price of hydroele
energy.

In 2005, operating income from the Colombian geti@nebusiness amounted to € 183 million, a 2.8%ease compared to 2004. The
increase was principally due to the positive imgddhe strong Colombian peso versus the euro $28.2ppreciation of the year-end
exchange rate from 2004).

Argentina

In 2006, operating income from the Argentine getienabusiness amounted to € 111 million, a 68.2&tease compared to 2005 due to
higher sales (increased by 43.9%) and increasqulijutotably hydroelectric output (increased by 2886d improvements in energy prices,
but offset by gas supply problems that increasetidasts considerably (by 47.7%), as generatore ¥ogced to substitute gas with more
expensive liquid fuels.

In 2005, operating income from the Argentine getienabusiness amounted to € 66 million, a 34.7%ekse compared to 2004 due to
the gas supply problems that increased fuel castsiderably (by 48.5%), as generators were foroelibstitute gas with more expensive
liquid fuels. As a result, although volume saleglettricity rose by 1.7%, margins narrowed.

Brazil

In 2006, operating income from the Brazilian getierabusiness amounted to € 140 million, a 26.1étdase compared to 2005, due to
the increase in energy sales, the improvementigémeration mix and favorable exchange rate montsn&he subsidiaries in Brazil
generated total output in 2006 of 4,489 GWh, 6.686enthan in 2005. This increase was primarily dua 9.7% increase in hydroelectric
generation at the Cachoeira Dourada facility.

In 2005, operating income from the Brazilian getierabusiness amounted to € 111 million, a 32.1étease compared to 2004, though
electricity generation in Brazil fell 13.8% duette gas supply problems affecting Endesa FortalHaia.decrease in generation was offset by
favorable exchange rate movements (33.4% appreciafithe year-end exchange rate from 2004), taegetfith positive price trends and
lower fuel consumption.

Peru

In 2006, operating income from the Peruvian gei@rdiusiness amounted to € 108 million, a 5.3% ekex® compared to 2005, due to
higher fuel prices that were not completely oftsghigher energy prices.

In 2005, operating income from the Peruvian gei@rdiusiness amounted to € 114 million, a 26.7%eiase compared to 2004, due to
increased hydroelectric output that drove a € Jbanireduction in the cost of fuel. Generationesalvere € 299 million in 2005, 3.5% more
than in 2004. The effect of the lower prices causgdtigher rainfall levels was offset by a 21.9%erin power generated.
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Transmission and Distribution in Latin America

The following table shows operating income and apieg revenues from distribution and transmissioadch country for 2004, 2005
and 2006.

Operating Income Operating Revenues
Percentage  Percentage Percentage Percentage
Change Change Change Change
2004 2005 2006 04/05) 05/06) 2004 2005 2006 04/05 05/06
(millions of euros, except percentage:

Chile 147 168 178 14.3% 6.0% 658 850 999 29.2% 17.5%
Colombia 139 165 213 18.7% 29.1% 529 606 669 14.6% 10.4%
Argentina 62 46 20 (25.8% (56.5% 392 457 464  16.6% 1.5%
Brazil 150 300 294 100.C% (2.00% 1,47 1,59t 1,764 8.3% 10.€%
Peru 40 44 54  10.0% 22.7% 267 301 318  12.7% 5.6%
Total 538 723 758  34.4% 50% 3.31¢ 3.80¢ 4214  148%  10.6%

The following table shows the amount of electrigbid in Latin America by country for 2004, 2005#2006.

Percentage Percentage
2004 2005 2006 Change (04/05 Change (05/06
(GWh) (GWh) (GWh)

Chile 11,317 11,851 12,371 4.7% 4.4%
Colombia 9,65€¢ 10,09¢ 10,75t 4.5% 6.5%
Argentina 13,32z 14,01¢ 14,837 5.2% 5.8%
Brazil 13,76¢ 14,75 15,43¢ 7.1% 4.6%
Peru 4,25C 4,53C 4,874 6.6% 7.6%
Total 52,31« 55,24€¢ 58,281 5.6% 5.5%

Chile

In 2006, operating income in the Chilean distribntbusiness amounted to € 178 million, a 6.0% emeecompared to 2005. This
increase was due primarily to growth in revenuetffavorable exchange rates, higher sales volumeett demand and a higher unit price
energy as a result of changes in the tariff inderat

In 2005, operating income in the Chilean distribntbusiness amounted to € 168 million, a 14.3%e@mee compared to 2004. This
increase was due mainly to growth in sales volumaeet higher demand, offsetting decreased macginsed by the then most recent rate
revision.

Colombia

In 2006, operating income in the Colombian distiidau business amounted to € 213 million, a 29.1étdase compared to 2005. This
rise was due to a 3.6% increase in revenues anthiey operating income from the increase in nevinless undertaken by Codensa Hogar.

In 2005, operating income in the Colombian distiifau business amounted to € 165 million, an 18.fMétdase compared to 2004. This
rise was due to a 10.5% increase in sales (to €4ion), which was sufficient to cover the highawsts of buying electricity and a stronger
Colombian peso versus the euro (18.3% appreciafitime year-end exchange rate from 2004).
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Argentina

In 2006, operating income in the Argentine disttitn business amounted t&@?€ million, a 42.1% decrease compared to 2005.tatik
increase had not been enacted by the year endfaherthe 1.4% decrease in revenues from distobwompared to 2005 contributed to the
decrease in operating income along with the 6%inigmergy purchases from 2005. In December 20, fdincrease of 38% was enacted,
which we expect will increase revenues in the Atigendistribution business in 2007.

In 2005, operating income in the Argentine disttitw business amounted to € 38 million, a 24.0%ekese compared to 2004. This was
largely because the 2004 figures included one-tiomepensation of £0 million relating to prior litigation. The remainy decrease was due
larger energy purchases and fixed costs, which wetreffset by higher sales. The tariff revisionswavised effective November 2005 and
imposed a 23% increase on certain non-residergesu

In 2006, operating losses in the Argentine transimisbusiness amounted to € 2 million, a 125.0%edese compared to 2005.
In 2005, operating income in the Argentine transinis business amounted to € 8 million, a 33.3%ele® compared to 2004.

Brazil

In 2006, operating income from the Brazilian distition business amounted to € 335 million, a 27i98tease compared to 2005, due to
the increase in distribution sales to € 1,557 onillin 2006 and a significant decline in energyéss3 he increase in distribution sales was
driven by wider margins stemming from the enharmass-through of generation prices to customerstaral|lesser extent, higher sales
volumes.

In 2005, operating income from the Brazilian distition business amounted to € 262 million, a 172i9&tease compared to 2004, due
to higher revenues from electricity sales that nibas covered cost increases. Sales in distribuioreased by 461 million (53.7%) in 200
as a result of enhanced generation price passghrmucustomers, and, to a lesser extent, highenggrsales volumes.

In 2006, operating losses from the Brazilian traission business amounted to € 41 million, € 79iamillower than in 2005, due to gas
supply restrictions and the resulting difficultiasinding available electricity in Argentina to jgart to Brazil.

In 2005, operating income from the Brazilian traission business amounted to € 38 million, € 16iarillower than in 2004, due to gas
supply restrictions and the resulting difficultiasinding available electricity in Argentina to jgart to Brazil.

CIEN is currently evaluating the possibility of nifyéhg the use of the interconnection between Atgenand Brazil such that, insteac
buying and selling electricity, CIEN would manage tnterconnection to be used by the various Beazdnd Argentine electricity system
agents, in exchange for appropriate consideration.

Peru

In 2006, operating income from the Peruvian distitn business amounted to € 54 million, a 22.78tdase compared to 2005, due to a
7.6% rise in sales versus 2005.

In 2005, operating income from the Peruvian distiin business amounted to € 44 million, a 10.08tdase compared to 2004, due to a
€ 36 million rise in sales versus 2004 to € 298 wiillicompared to an increase of just € 22 millioelactricity costs.

107




Financial Income (Loss), Net
2006 vs. 2005

Financial loss, net decreased 25.0% to € 939 millic2006 from €1,252 million in 2005 principally due to decreas@ancial expense
Financial expenses, mainly consisting of interepteases, decreased 22.9% to € 969 million in 26@6 € 1,257 million in 2005.
Specifically, the increase in lortgrm interest rates between December 31, 2005Dandmber 31, 2006, meant that the discount rasdiah
pension obligations and redundancy programs wedcelesed increased compared to the discount rgieabat the close of 2005. This
required a lower provision for pension obligati@msl redundancy programs ( € 54 million) to be bdda® financial income in 2006.

2005 vs. 2004

Financial loss, net increased 9.2% to € 1,252 amilin 2005 from € 1,147 million in 2004, principatiue to increased financial
expenses. Financial expenses, mainly consistimgtefest expenses, increased 15.6% to € 1,257milti 2005. Specifically, the decrease in
long-term interest rates between December 31, 28@4December 31, 2005, meant that pension obligatod redundancy programs were
calculated at a discount rate of 3.588%, insteati@#% applied at the close of 2004. This requérdijher provision for pension obligations
and redundancy programs ( € 111 million) to be ledloks a financial expense in 2005. Financial exgseft 2005 also include € 60 million
related to preferred shares issued by a financgidiaby, which in 2004, when IAS 32 was not in ®raere treated as minority interests and,
therefore, the cost was not registered as a finhegpense.

Income (Loss) from Associated Companies
In 2006, our share in the income of companies @dutoy the equity method was € 63 million in 200pared with &7 million in 2005

In 2005, our share in the income of companies ediby the equity method was € 67 million in 200Bpared with €9 million in 2004

Income (Loss) from Divestitures
2006 vs. 2005
Income from divestitures, net of losses, was €m8Ron in 2006 compared with € 1,486 million in @&,
The main items comprising this line item in 2006 &vthe following:
* €196 million capital gain from the sale of AunaO®% stake);
« € 185 million capital gain from the sale of assetthe “Levante Sector” of Palma de Mallorca;
» € 27 million capital gain from the sale of NQF G49% stake); and

« € 30 million capital gain from the sale of the gextimn business of Ampla.

2005 vs. 2004
Income from divestitures, net of losses, was €@ @#8lion in 2005 compared with € 195 million in @Q.
The main items comprising this line item in 2005 evthe following:

« € 1,273 million capital gain from the sale of Au@a27.7% stake);
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* € 48 million capital gain from the sale of Sidec;

* € 24 million capital gain from the sale of Endetsdid S.p.A.;

* € 16 million capital gain from the sale of Nuevaihaa, S.L.; and

* €12 million capital gain from the sale of Lydecdnnaise des Eaux Casablanca.
The main items comprising this line item in 2004revthe following:

« €102 million capital gain from the sale of the@4% interest in Aguas de Barcelona;
« € 14 million capital gain from the sale of Sendalfemtal, S.A.; and

» € 8 million capital gain from the sale of Netco RedS.A.

Disposal of Assets in the “Levante Sector” of PaldeaMallorca

In 2006, Endesa, through Bolonia Real Estate, thadeal estate assets that it owned in the arPalofa de Mallorca known akévante
Sector”, consisting of urban development right@pproximately 180,000 th  of land, to the Neinveo@xr through a bidding process.

In addition, we acquired an exclusively financigkirest of 45% of the share capital of the Neireyup, which will engage in the
development of this land, for the sole purposesoéiving a share, in proportion to this percentfg@vnership, of the additional future cag
gains that might arise from the urban developméttieland. We are not involved in the manageméth@Neinver Group and have limited
our risk exposure to an amount proportional topmncentage of ownership.

The proceeds from the sale totaled € 240 milliaving rise to a gross gain of € 185 million ( € 1®#lion after taxes), after deducting
the cost of relocating the electricity facilitiexchted on this land and the amount of the investinetb6% of the share capital of the Neinver
Group.

Disposal of Auna

In 2005, we sold our 27.7% stake in the Spanisgittehs operator Auna for € 2,221 million, obtaingnget capital gain of € 1,115
million.

The stake was sold to France Telecom pursuant &agaement signed on July 29, 2005, which was flizathon November 8, 2005
after being approved by the European authorities.

On December 30, 2005, we sold to Deutsche Bankesnaining 5.01% stake in Auna for € 378 millionrguant to the liquidity
mechanism in the sale agreement, we retain thel@sithe value of the shares. In the first salhe$e shares which takes place on or after
November 8, 2008, whether by Deutsche Bank or aesykent holder of the shares, we have the rigtetdeive 90% of the sale price in exc
of € 361 million, capitalized annually at a ratedd5%. The net capital gain on this sale was €rhillion, although this was not booked until
the first quarter of 2006, because as of Decembge2@05, the period for Auna’s shareholders to @gertheir preemptive subscription rights
had not expired.

Other Disposals

Our asset disposal strategy remained unchange@Dib, generating gross capital gains of € 213 nnillioaddition to the gains from the
sale of Auna.

The main disposal in 2005 (other than our saleuofsteke in Auna) was the sale of 100% of SmarttmiMexican operator América
Movil for $505 million ( € 408 million), resulting a gross capital loss of € 3 million (and an aféx gain of € 51 million).
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We also continued to dispose of real estate aggangrating an aggregate € 122 million, with a gieapital gain of € 105 million.

Corporate Income Tax
2006 vs. 2005

Our corporate income tax expense increased 27®%1t007 million in 2006 from € 790 million in 260See Note 20 to our
consolidated financial statements for a complesedjgtion.

Our corporate income tax expense in 2006 was 20f08ar consolidated income before tax and in 2088 W7.4%. Of our corporate
income tax expense in 2006, € 731 million relatedur domestic electricity business, € 94 milliefated to our Latin American electricity
business, € 157 million related to our Europeantgtsty business, and € 25 million related to othier businesses.

Our corporate income tax expense in 2006 includessaof € 137 million derived from the lower camy amount of deferred tax credits
following the corporate income tax rate cut enadte8pain. The 35% corporate tax rate prevailingd06 has been reduced to 32.5% in 2
and will be reduced to 30% in 2008 and beyond. &aely, 2006 marked the completion of the corpoirateme tax inspection of the tax
group headed up by Endesa for the period of 19280d.. Endesa did not have to recognize any exmshaaesult of the inspection.

In 2006, Endesa ltalia has proceeded to alignitivalfvalue of its assets with the accounting valuaccordance with the Italian
Financial Law of 2006. Endesa lItalia registeredalter income tax of € 148 million, which correspsrto the fiscal savings.

Lastly, in 2006 our corporate income tax reflecautofit of € 170 million, derived from the merdertween Chilectra and Elesur.

2005 vs. 2004

Our corporate income tax expense increased 124046790 million in 2005 from € 352 million in 200due to substantially increased
pre-tax income.

Our corporate income tax expense in 2005 was 18#8dr consolidated income before tax and in 2084 W7.5%. Of our corporate
income tax expense in 2005, € 434 million relatedur domestic electricity business, € 168 millietated to our Latin American electricity
business, € 104 million related to our Europeantststy business, and € 84 million related to other businesses.

Minority Interests

2006 vs. 2005

Income attributed to minority interests was € 84Bion in 2006 compared with income attributed tnority interests of € 575 million
in 2005. This increase was due in part to the ss®en net income prior to minority interest froor business in Latin America.

2005 vs. 2004

Income attributed to minority interests was € 57bion in 2005 compared with income attributed tnority interests of € 408 million
in 2004. This increase was due in part to our meedn net income prior to minority interest, whinbre than offset the treatment of our
preference shares in 2005 as debt (versus treathent preference shares in 2004 as minority @sgr
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Net Income
In 2006, net income decreased 6.7%, to € 2,96%omiftom € 3,182 million in 2005, which, in turnas an increase of 153.9% from
2004, in each case for the reasons described above.
U.S. GAAP Reconciliation

Our consolidated financial statements have beguaped in accordance with IFRS, which differs intaier significant respects from U.S.
GAAP. Our net income for 2006, 2005 and 2004 uhEBS was € 2,969 million, € 3,182 million and €332nillion, respectively, and under
U.S. GAAP was € 2,916 million, € 2,753 million afid.,454 million, respectively. Our equity at DecanB1, 2006, 2005 and 2004 under
IFRS was € 15,936 million, € 16,327 million and4€1133 million, respectively, and under U.S. GAAPsval1,775 million, € 12,010 million
and € 9,373 million, respectively.

Under U.S. GAAP, stockholders’ equity consists arflyyquity corresponding to the shareholders ofprent company. Under IFRS,
equity includes the equity corresponding to theetalders of both the parent company and the ntinmierests.

The principal differences between IFRS and U.S. GAxith respect to our consolidated financial staets, in addition to the one
explained above, relate to:

« adjustments to the cost of property and equipmeettd the 1996 legal restatement of fixed assets;

 elimination in all previous presented periods pt@danuary 1, 2004, all inflation adjustments rded as part of the depreciated cost
of the property, plant and equipment in Foreignstdibries;

* goodwill and business combinations;

* treatment of pension plans and early retirements;

* revenue recognition;

* accounting for certain investments in equity sdms;j

« derivative instruments and hedging activities;

e currency translation adjustment;

» sale and leaseback involving real estate;

 translation gains or losses in intercompany’s tatiens; and
« Spanish tax law reforms.

See Note 30 to our consolidated financial statesnfemta complete description of these adjustments.

New U.S. Accounting Pronouncements
Accounting for Certain Hybrid Financial Instrumergta amendment of FASB Statements No. 133 and 140

In February 2006 the FASB issued Statement of ilshiccounting Standards No. 155, Accounting fert@in Hybrid Financial
Instruments an amendment of FASB Statements Noah83L40 that amends FASB Statements No. 133, Aticaufor Derivative
Instruments and Hedging Activities, and No. 140¢éunting for Transfers and Servicing of Financiakéts and Extinguishments of
Liabilities. This Statement resolves issues adéek§s Statement 133 Implementation Issue No. Dpgl&ation of Statement 133 to
Beneficial Interests in Securitized Financial Asset
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This Statement permits fair value remeasuremerdrigrhybrid financial instrument that contains ambedded derivative that otherwise
would require bifurcation, clarifies which interestly strips and principal-only strips are not ®dbjto the requirements of Statement 133,
establishes a requirement to evaluate interestsdaritized financial assets to identify interaktt are freestanding derivatives or that are
hybrid financial instruments that contain an emleetiderivative requiring bifurcation, clarifies th@tncentrations of credit risk in the form of
subordination are not embedded derivatives and ds8tatement 140 to eliminate the prohibition gualifying special purpose entity from
holding a derivative financial instrument that pérs to a beneficial interest other than anothewdtve financial instrument. This Statement
is effective for all financial instruments acquiredissued after the beginning of an entity’s firstal year that begins after September 15,
2006. Earlier adoption is permitted as of the beigig of an entity’s fiscal year, provided the entias not yet issued financial statements,
including financial statements for any interim pelrfor that fiscal year. The Company does not gdte that the adoption of this new
statement at the required effective date will hawignificant effect in its results of operatiofisancial position or cash flows.

Accounting for Servicing of Financial Assets

In March 2006, the FASB issued Statement No. 156&tnting for Servicing of Financial Assets—an admant of FASB Statement
No. 14(". This Statement amends FASB Statement No. 140p&ating for Transfers and Servicing of FinanciakAts and Extinguishments
of Liabilities, with respect to the accounting Baparately recognized servicing assets and segMieibilities. This statement requires an
entity to recognize a servicing asset or servitiagjlity each time it undertakes an obligatiorstrvice a financial asset by entering into a
servicing contract in certain situations, requaseparately recognized servicing assets andcisgMiabilities to be initially measured at f;
value, if practicable, and permits an entity toat®either of subsequent measurement methodsdorcsss of separately recognized
servicing assets and servicing liabilities. An gnshould adopt this statement as of the beginafrits first fiscal year that begins after
September 15, 2006. Earlier adoption is permitiedfahe beginning of an entity’s fiscal year, pomd the entity has not yet issued financial
statements, including interim financial statemefutsany period of that fiscal year. The Compangsioot anticipate that the adoption of this
new statement at the required effective date valleha significant effect in its results of operasipfinancial position or cash flows.

Accounting for Uncertainty in Income Taxes

In June 2006, the FASB issued FASB Interpretation48 “Accounting for Uncertainty in Income Taxesr-aterpretation of FASB
Statement No. 109” (“FIN 48"). This interpretatipnescribes a recognition threshold and measureattitiute for financial statement
recognition and measurement of a tax position takesxpected to be taken in a tax return. The métation also provides guidance on
derecognition, classification and other matterdl &8 is effective for fiscal years beginning afflcember 15, 2006. We are assessing the
impact of the adoption of FIN 48.

Fair Value Measurements

In September 2006, the FASB issued Statement afn€ial Accounting Standards No. 157, “Fair ValueMeements” (“SFAS 157”).
This statement defines fair value in generally pt®@ accounting principles and expands disclosaest fair value measurements. SFAS
157 is effective for fiscal years beginning aftevidmber 15, 2007. Endesa currently evaluatingrtipact that will result from the adoption
SFAS 157.
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Employers’ Accounting for Defined Pension and OtRestretirement Plans

In September 2006, the FASB issued Statement afnigial Accounting Standards No. 158, “Employétstounting for Defined Pensii
and Other Postretirement Plans—an amendment of F&t&@ments No. 87, 88, 106 and 132 (R)”". Thise&tant requires the recognition of
the funded status of a benefit plan in the statémifinancial position. It also requires the reniipn as a component of other comprehensive
income (OCI), net of tax, of the gains or lossed prior service costs or credits that arise dutivgperiod but are not recognized as
components of net periodic benefit cost pursua@tasement 87 or 106. The Statement also has nevisfons regarding the measurement
date as well as certain disclosure requirements.Sthtement was effective at fiscal year-end 20@bvee adopted the Statement at that time,
as explained in sub note 10 of Note 30 of our chagted financial statements.

Fair Value Option for Financial Assets and Finardigabilities

In February 2007, the FASB issued Statement ofrigiiah Accounting Standards No. 159, “The Fair Valygion for Financial Assets
and Financial Liabilities” (“SFAS No. 159”). SFASAN159 permits measurement of recognized finamsséts and liabilities at fair value
with some exceptions. Changes in the fair valuigeofis for which the fair value option is electedsld be recognized in income or loss. The
election to measure eligible items at fair valugrsvocable and can only be made recognized ionmecor loss. The election to measure
eligible items at fair value is irrevocable and ceay be made at defined election dates or eveetserally on an instrument by instrument
basis. Items for which the fair value option isotéel should be separately presented or be par@raihetisclosed in the statement of finan
position. SFAS No. 159 also requires significant/riésclosures that apply for interim and annuadficial statements. SFAS No. 159 will be
effective for fiscal years beginning after Novemhbsr 2007 with earlier adoption permitted, if carteonditions are met. We are currently
determining the policy of adoption as well as tbsulting effect of SFAS No. 159 on the consoliddieancial statements.

Considering the Effects of Prior Year Misstatements

In September 2006, the SEC issued Staff AccourBinetin No. 108, “Considering the Effects of Priéear Misstatements when
Quantifying Misstatements in Current Year Finan&tdtements” (“SAB No. 108”). SAB No. 108 expresesSEC'’s view regarding the
process of quantifying financial statement misstegets. The bulletin was effective as of the yeajiriéng January 1, 2006. The
implementation of this bulletin had no impact om oansolidated financial statements and disclosures

Gross versus Net Presentation of Taxes Collectad ffustomers

In June 2006, the Emerging Issues Task Force, TF Ebached a consensus on Issue No. 06-03, “HowsT@ollected from Customers
and Remitted to Governmental Authorities ShouldPhesented in the Income Statement (That Is, Gresas Net Presentation)” (“EITF 06-
03"). EITF 06-03 relates to any tax assessed byvermmental authority that is directly imposed aieeenue-producing transaction. EITF 06-
03 states that the presentation of the taxes,restiha gross or net basis, is an accounting pdiéjsion that should be disclosed pursuant to
Accounting Principles Board Opinion No. 22, “Dissloe of Accounting Policies”, if those amounts sigmificant. EITF 06-03 should be
applied to financial reports for interim and anniggdorting periods beginning after December 15620@nuary 1, 2007 for us). We are
currently evaluating the impact of this standardanconsolidated financial statements and discéssu
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B. LIQUIDITY AND CAPITAL RESOURCES
Liquidity

In 2006, 2005 and 2004, we used cash provided byatipg activities, external borrowings (includiagailable lines of credit) and
proceeds from the disposal of assets. We used sloesees of liquidity primarily for capital expetdties, investments and dividend payme

Our management believes that the funding availables from these and other sources will be suffiicie satisfy our working capital and di
service requirements for the foreseeable future.

Cash Flow Analysis

Our cash and cash equivalents were € 965 millideaember 31, 2006, € 2,614 million at Decembe2BD5 and € 2,178 million at
December 31, 2004. The decrease in cash and casfalents in 2006 was due to the use of € 3,08Bamiin investing activities and € 2,408
million in financing activities, offset in part ligash provided by operating activities of € 3,878iom.

As a percentage of total assets, cash and cashadents were 1.8% at December 31, 2006 compardddwi®s at December 31, 2005,
and 4.6% at December 31, 2004.

The following table sets forth consolidated casiwfbata for 2004, 2005 and 2006.

Year Ended December 31
2004 2005 2006
(millions of euros)

Net cash provided by operating activit 3,646 3,36z 3,87¢
Net cash used in investing activiti 1,83€ 718 3,08¢
Net cash used in financing activiti 1,70z 2,32¢ 2,40¢

Operating Activities

Our cash provided by operating activities increaEe3% to € 3,878 million in 2006 from € 3,362 foifl in 2005. This increase was
primarily due to a 10.3% increase in cash flow4¢6€3 million in 2006 from €4,209 million in 200&nd a decrease in net working capital of
€745 million to €443 million in 2006 from €1,188 N in 2005.

Our cash provided by operating activities decre&sé% to € 3,362 million in 2005 from € 3,648 natiin 2004. This decrease was
primarily due to an increase in net working capita€ 1,434 million, partially offset by a 125.9%crease in income before taxes to € 4,547
million in 2005 from € 2,013 million in 2004.

Investing Activities

Our cash used in investing activities amounted 3083 million in 2006 compared with € 718 milliancash used in investing activities
in 2005, which was primarily due to a 35% decraagwoceeds from disposal of investments to € 2y88kon in 2006 from € 3,702 million
in 2005.

Our cash used in investing activities amounted T & million in 2005 compared with € 1,836 milliancash used in investing activities
in 2004, which was primarily due to a 435.0% inesee@ proceeds from disposal of investments t&@2Bmillion in 2005 from € 692 million
in 2004.

Financing Activities

Our net cash used in financing activities was 9©& dillion in 2006 compared with net cash usednaricing activities of € 2,326
million in 2005 which was primarily due to an inas® in dividends payments to € 2,767 million in@@@m € 970 million in 2005.
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Our net cash used in financing activities was 2@ Biillion in 2005 compared with net cash usednaricing activities of € 1,703
million in 2004, which was primarily due to highepayments of long-term debt ( € 1,737 million 308 compared to £55 million in 2004)

In 2006, 2005 and 2004 our primary financing atitgi have involved a variety of short- and mediwmnt financial instruments,
principally bonds and debentures, commercial papdrborrowings from financial institutions. The amoof bonds and debentures payable
by Endesa was approximately € 10,912 million atddelger 31, 2006, € 12,039 million at December 3052@nd € 12,027 million at
December 31, 2004. The amount of borrowings frararftial institutions payable by Endesa was € 7rAdi®n at December 31, 2006, €
6,553 million at December 31, 2005, and € 6,043onilat December 31, 2004. The amount of othemiimne liabilities was € 826 million at
December 31, 2006, € 1,026 million at Decembe2B80D5, and € 1,186 million at December 31, 2004. Vdiee of outstanding preference
shares was € 1,430 million at December 31, 200&eSiASs 32 and 39 were not applied as of Dece®bge2004, the preference shares were
classified under “Equity—Minority Interests” assich date.

At December 31, 2006, 5.0 billion, or 76%, of our net financial liabits were primarily in euro (76%). The average ieserate of oL
outstanding indebtedness was 5.45% for 2006. 116 20@ average interest rate of our domestic ébigtbusiness was 4.18%, the average
interest rate of our Latin American electricity mess was 8.44%, and the average interest raterduropean electricity business was
3.95%. Approximately 65% of our financial liabiég were at fixed and hedged rates at Decembel088, 2

Capital Expenditures and Capital Investments
The following table sets forth our capital expeuadis and other capital investments for 2004, 20@52906.

2004 2005 2006
(millions of euros)

Capital expenditures:

Power station 1,11€ 1,294 1,764
Distribution facilities 1,32¢ 1,77¢€ 1,901
Other 120 186 105
Total capital expenditures 2,565 3,25¢ 3,77C
Investments:
Total other investments 884(1) 381(2) 566(3)
Total capital expenditures and other investments 3,44¢ 3,64C 4,33¢€

(1) Includes mainly a € 121 million investment to acquan additional interest in Snet, a € 261 milliovestment to acquire an additional
interest in Auna and a € 187 million capital sulpg@n in Smartcom.

(2) Includes mainly a € 151 million investment to acqui00% of Finerge and a € 27 million purchase iofonity shareholders’ interests in
Sodelif, Bialystok and San Isidro.

(3) Includes mainly a € 57 million investment to acquiB.35% of Centro Energia Teverola, a € 35 mililmestment to acquire 58.35% of
Centro Energia Ferrara, a € 26 million investmergdquire 100% of P.E. Monte Cute and a € 15 millivestment to acquire 100% of
P.E. Marco Aurelio Severino.
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Planned Capital Expenditures

Pursuant to our strategic plan we invested € 48#ln in our businesses in 2006. For the peri6@2-2009 we expect to invest a total
of approximately € 12.3 billion in our businesgesken down as follows:

2007-2009
(billions of euros)

Spain and Portugal _6.7
Development of new generating capacity 3.2
Maintenance investmen 35
Other Countries in Europe 29
Development of new generating capacity 25
Maintenance investmen 0.4
Latin America _ 25
Development of new generating capacity 1.0
Distribution and maintenance investme 15
Other 0.2
Total 12.3

We expect to invest approximately 54.5% of theltioieestment in the Spanish and Portuguese elé@gthiasiness between 2007 and
2009. With this investment, we expect to increaseimstalled capacity substantially and to revampedectricity distribution infrastructures
S0 as to improve the security and quality of oyopby

Between 2007 and 2009, approximately 23.6% ofdted investment is expected to be allocated tdtimness in other European
countries, and the remaining 21.9% is expectedtmbested in the Latin American electricity busisie

See “Forward-Looking Statements”.

Net Financial Debt

Our net financial debt (defined as short- and lterga debt minus cash and short-term financial dépoget of derivatives) increased by
€1,559 million, or 8.5%, to € 19,840 million at Dedeer 31, 2006, compared to December 31, 2005, ip&lg due to the decrease in cash
and cash equivalents explained in “—Cash Flow Asialy
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The following table sets forth a reconciliationrat financial debt, a non-IFRS measure which ouragament uses to measure our
liquidity, and the consolidated debt figure on oansolidated balance sheet. We believe that nendilal debt provides investors with a better
understanding of our liquidity position and requoients, if any, that we may have for external finagcThe figures for 2004 in the following
table have been prepared in accordance with IFiR®pt that we have applied the exception providedihder IFRS, whereby we were not
required to apply IAS 32 (Financial Instrumentssé&dsure and Presentation) and IAS 39 (Financ&iments: Recognition and
Measurement). The application of IAS 32 and IASa89anuary 1, 2005, led to a rise in net finandéddt to € 18,698 million at January 1,
2005, from € 17,078 million at December 31, 2004jmy due to the reclassification of preferencersbaPreference shares, which are shares
of subsidiaries held by third parties, had beensifeed as minority interests prior to JanuarydQ%2 and were reclassified as a financial
liability effective January 1, 2005.

At December 31

2004 2005 2006
(millions of euros)
Long-term debt 17,71t 18,587 20,487
Shor-term debt 1,541 2,45C 629
Cash and shc-term financial deposit (2,17¢) (2,614 (965)
Derivatives measurement — (142) (311)
Net financial debt 17,07¢ 18,281 19,84(
Consolidated debt on our balance sheet 19,25¢ 21,037 21,11¢

Our debt/equity plus minority interests ratio rese.24.5% at December 31, 2006 from 112.0% at Dbeerdl, 2005, principally due to
the increase in debt and the slight decrease iekbklers’equity. The ratio of net financial debt to opergtincome improved to 3.79 in 20
from 4.13 in 2005.

Our debt/equity plus minority interests ratio deetl to 112.0% at December 31, 2005 from 120.8%eatber 31, 2004, principally
due to the fact that the increase in sharehola@eypsity offset, in part, the increase in debt. Téigorof net financial debt to operating income
improved significantly to 4.13 in 2005 from 6.002004.

Financing Obligations

Our financial debt was € 21,116 million at DecemB®r2006, an increase of € 79 million comparedh fiitancial debt of € 21,037
million at December 31, 2005.

The following table sets forth the amortization exthle for our consolidated debt at December 316200

Subsequent
2007 2008 2009 2010 2011 Years Total
(millions of euros)
Debentures and boni 75 1,37¢ 2,451 184 654 4,59¢ 9,33€
Notes payabli — — — —  1,37: — 1,375
Loans and credit 490 617 395 888 3,86¢ 1,42E 7,682
Suppliers, leasing, oth 63 172 217 92 217 64 825
Preference shart — — — — — 1,43C 1,43C
Derivatives 1 19 130 18 5 296 469
Total 629 2,184 3,19z 1,18z 6,117 7,811 21,11¢€
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Capital Resources

In the past our main sources of liquidity have beencash flows from operations, bank financinguénces of commercial paper and
debt securities and the proceeds from our divedsnéis of December 31, 2006, total available ligyifexcept for available liquidity at the
Enersis level) was € 6,197 million, consisting &,854 million available in unused credit lineswdfich € 1,837 million will expire by the
end of 2007 and € 4,017 million will expire thetteafand € 343 million in cash and liquid investriseny future downgrades of our credit
ratings by rating agencies will not preclude usrfrasing any of our existing credit lines.

The following is a discussion of certain materiabhcing transactions entered into by Endesa, &.#&s wholly owned subsidiaries.

Short-Term Borrowings

We have short-term revolving credit facilities im aggregate amount of € 1,846 million, € 9 millmfrwhich was used at December 31,
2006. Interest in respect of any borrowings unbesé credit facilities is at a floating rate (EURIB) plus an average margin of 17 basis
points.

Commercial Paper Program

In 1998, our wholly owned finance subsidiary, Eradegernacional B.V., established a commercial papagram under which it may
issue up to an aggregate principal amount of €lidini At December 31, 2006, an aggregate princgmabunt of € 751 million was
outstanding under this commercial paper program.

Domestic Paper Program

We may issue up to an aggregate principal amouét2obillion under our domestic paper program. A&cBmber 31, 2006, an aggregate
principal amount of € 622 million was outstandinglar this domestic paper program.

Medium-Term Note Program

In 1995, International Endesa B.V. established diams-term note program under which it may issue up taggregate principal amot
of € 10 billion of medium-term notes. The notesiext under this program have maturities betweerd2@ryears. At December 31, 2006, an
aggregate principal amount of € 3,821 million wasstanding under this medium-term note program.

In 2004, we established Endesa Capital, S.A. witledium-term note program under which it may isgu¢o an aggregate principal
amount of € 5 billion of medium-term notes. Theasoissued under this program have maturities bet@esnd 5 years. At December 31,
2006, an aggregate principal amount of € 1,357anillvas outstanding under this medium-term notg@m.

Long-Term Borrowings

We had long-term revolving credit facilities of £883 million at December 31, 2006, € 5,330 millairDecember 31, 2005 and € 3,850
million at December 31, 2004, of which approximatel4,017 million were unused at December 31, 26806173 million were unused at
December 31, 2005 and € 2,640 million were unus&kaember 31, 2004. These credit facilities havaverage maturity period of 3 years
and 7 months. Interest in respect of any borrowingter these credit facilities is at a floatingeréEURIBOR or LIBOR) plus an average
spread of 19 basis points. Our credit facilitiey/rearve as backstops for our short-term obligatiomduding commercial and domestic paper
and domestic borrowings. The above numbers indlueesyndicated revolving credit facility of € 1,5080llion formalized in 2005 with 38
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financial institutions, € 750 million of which wased at December 31, 2006. The initial maturity &gears, which was extended for one
additional year in March 2006.

In January 2006, we finalized a loan with the EeapInvestment Bank for € 300 million with a terfril® years.

Between March and April 2006, we renegotiated énms and conditions of long-term bilateral credtilfities in an aggregate principal
amount of € 3,058 million, with a final maturity bfyears.

In June 2006, we entered into a “Club Deal” créatiflity worth € 2.7 billion in two equal tranche$ € 1.35 billion and terms of one and
two years, respectively. We also finalized a loatt whe Instituto de Crédito Oficia(“ICQO") in the amount of € 250 million, with a terof 10
years.

In the first six months of 2006, we finalized lotegm bilateral credit facilities worth a total o225 million, and an initial maturity of 5
years with the option to extend for an additiongk2ars.
Private Placement

On September 9, 2004, our wholly owned subsidiatgrnational Endesa BV, issued a private placeraefis75 million in notes. The
notes issued have maturities between 7 and 15.yeaysents of interest to holders of these notédwimade every six months. At
December 31, 2006 and December 31, 2005, an aggnedacipal amount of $575 million was outstandumgler this private placement.

In November 2006, Endesa Capital, S.A. completesl frivate placement transactions worth € 1.3dsillivith a weighted average term
of 2.81 years.
Covenants in Our Indebtedness

As of the date of this annual report, our credings are as follows:

Credit Agency Long-Term Short-Term Outlook

Standard & Poor’s A A-1 Watch Negative
Moody's A3 P-2 Watch Negative
Fitch Ratings A+ F1 Watch Negative

Our financial debt contains customary covenantgdmtracts of this nature. Except as describedvigel@ do not have in our financing
contracts any triggers involving financial ratibsit would accelerate the maturity dates of our deltigger any other contractual obligation
on our part. At December 31, 2006, approximateRif € million of our debt with the European InvestmBank could require additional
guarantees in the event that Moody’s or StandaRb&r’s change their respective views regardingcoedit rating, compared to839 million
of our debt at December 31, 2005. Most of the @mt$rgoverning indebtedness to third parties ottmpanies consolidated with Endesa’s
renewable energies subsidiary, ECyR, and of cettaiim American subsidiaries include customary @cbfinance covenants relating to the
maintenance of certain financial ratios. Theseremts$ also require that all assets assigned tprthects be pledged in favor of the creditors.
The outstanding balance of our third-party debt itheludes such covenants amounted to € 434 millitdbecember 31, 2006, and € 405
million at December 31, 2005.

As is customary, a significant portion of Enersintd Endesa Chile’s financial indebtedness is subjetross-default provisions, such
that if a subsidiary of Enersis or Endesa Chiladiéd on a payment obligation or other commitmsath a default could trigger an
acceleration in payment of a significant part & ihdebtedness of Enersis or Endesa Chile, asaieernay be. In general, these cross-default
provisions would be triggered by a default in retmé debt principal in excess of US$ 30 million.dddition, many of these agreements also
contain cross-acceleration provisions under cedmgumstances,
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such as certain governmental actions, insolvenoggadings and judicial asset expropriations. Tienitial indebtedness of Endesa, S.A.,
International Endesa B.V. and Endesa Capital, 8o&s not contain cross-default clauses which rétatiebt of our Latin American
subsidiaries and Endesa ltalia.

At December 31, 2006, neither Endesa, S.A. norcdumyir major subsidiaries was in breach of therfgial or other covenants contained
in agreements governing financial indebtednessglwbould trigger an acceleration in payment of sndebtedness.

In addition, Endesa and its subsidiaries have loamsgher financial agreements with financial ingtons that could be accelerated if
Acciona and Enel acquire control of Endesa as@trebtheir tender offer for all of the outstandinrdinary shares and ADSs of Endesa.
Approximately $176 million in bank loans would hebgect to prepayment if a change of control of Eadiakes place and another € 493
million in derivative contracts could be calleddarly if, as a consequence of the change of cortraipnificant reduction in Endesa’s rating
takes place.

If the tender offer by Acciona and Enel is succglsé#fis possible that an agreement entered ietavben E.On, Acciona and Enel on
April 2, 2007, regarding the transfer of certairEnfdesas assets to E.On will be implemented. There camobgssurances that, should suc
assignment occur, it would not have a material emtveffect on Endesa’s solvency or that loans gediiy Endesa with the European
Investment Bank in the amount of approximately € 8#llion would not be accelerated.

Since the tender offer contemplates the acquishipEnel and Acciona of 100% of the outstandingrad/ shares of Endesa, S.A., the
tender offer may, if successful, lead to a changsntrol of Endesa. There can be no assuranceththinancial policies which Enel and
Acciona may adopt as controlling shareholders afesa following completion of the tender offer (icsessful) would not have a material
adverse effect on Endesa’s financial condition rmestilts of operations. “Item 3. Key Information—RBactors—Other Risks—We are
subject to a takeover bid”.

Our directors believe that the existence of theselaration triggers will not alter the current/ramrent classification in the
consolidated balance sheet included elsewherdasratimual report.
Guarantees Provided
At December 31, 2006 and 2005, we provided guagartethird parties of € 211 million and €187 il respectively, in connection
with our business activities. See “ltem 7. Majoafholders and Related Party Transactions”.
Recent Financing Transactions

The most significant financial transactions perfechin 2006 in the capital and banking markets bgngsour directly owned investees,
excluding Enersis, in addition to those mentionexlpusly, are as follows:

e In January 2006, we entered into a € 300 millianlérom the European Investment Bank.

< In March 2006, we extended the term of a syndicktad for € 2 billion that was formalized in Ap#iD05 for one additional year
(which extension was accepted by lenders repregpB6% of the aggregate amount of the loan).

+ Between March and June 2006, we signed bilateedlitcfacilities in the aggregate amount of € 678iam, of which € 275 million
had a maturity of 5 years with an option to renewt¥vo more years.

In June 2006 we finalized a “Club Deal” credit fagiwith 15 financial institutions for € 2.7 bibin, structured in two equal tranches
with terms of 1 and 2 years, respectively.

In June 2006 we borrowed € 250 million from the |@@th final maturity in 2016.
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In June 2006, we offered our first “Schuldscheim” German investors, in the aggregate amountif gillion for a term of 10 year

* In November 2006, we securitized our tariff defmitlection rights for 2005 by assigning them tat@@ banks, without recourse, in
return for € 1,676 million.

* In November 2006, Endesa Capital, S.A. completeal firivate placement transactions worth € 1.3drillivith a weighted average
term of 2.81 years.

* In 2006, we extended, for one additional year aiefbilateral long-term lines of credit in an aggate amount of € 3.058 billion and
an initial maturity of 5 years.

* In December 2006, we extended the commercial gapgram of Endesa Internacional, B.V., guarantgedd) changing the limit of
the program from $2,000 million to € 2,000 million.

In 2006, Endesa ltalia finalized loans and creatiflities worth an aggregate of € 495 million, wé&t250 million maturing in five
years and the remainder maturing in one year.

Below we provide a description of the most sigmifitfinancial transactions we carried out in 2d@®ugh our investees in Chile, Bra
Argentina, Colombia and Peru.

 In Chile, Enersis entered into revolving creditiiies worth $200 million for a term of 3 yearst the same time, Endesa Chile
entered into two credit facilities for $200 milli@ach, on terms of 3 and 5.5, respectively.

« In Brazil, in June 2006, the International Fina@weporation (IFC), a part of the World Bank, tooR.#02% stake in Endesa Brasil,
for a total capital investment in Brazilian reatpivalent to $50 million.

« In Brazil, in August 2006, Ampla issued Braziliannals amounting to BRL 370 million maturing betwé&eand 6 years. In
November 2006, Ampla agreed to a loan with the diati Development Bank for BRL 301 million with arreof 5.5 years.

In Brazil, Coelce finalized a loan with Banco dedideste for BRL 130 million over a term of 8 years.
« In Brazil, in December 2006, CIEN refinanced althird-party debt with a six-year syndicated loaal for BRL 600 million.
« In Argentina, in May 2006, Chocén refinanced itbtdend signed a five-year syndicated loan for $hilion.

In Colombia, in February 2006, Betania refinandediebt with the issuance of Colombian bonds amiognd COL 100,000 million
maturing in seven years. Betania also agreed @ub“Deal” syndicated loan for COL 270,000 milliith a term of six years.

In Peru, Edelnor issued Peruvian newdahominated bonds for a total amount of PEN 168anjlmaturing between 3 and 10 ye:

* In Peru, Edegel issued Peruvian newdshominated bonds in three issuances for a totalatrof PEN 80 million, maturing betwe
4 and 7 years.
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Transactions with Unconsolidated Special-Purposetkias

As of the date of this annual report, we had noenittransactions with non-consolidated speciappse entities or majority-owned
subsidiaries that are not included in our constdiddinancial statements or any other interesriretationship with any other special-purpose
entities that are not reflected in our consoliddiedncial statements.

Interest Rate and Foreign Currency Exchange RatesRi

We are exposed to various types of market riskénrormal course of business, including the impéatterest rate changes, changes in
equity, investment prices and foreign currency exgfe rate fluctuations. To manage this exposureemygoy risk management strategies
including the use of derivatives such as interatst swap agreements, foreign currency forwardamgncy swap agreements. As of
December 31, 2006, approximately 65% of our netrfaial liabilities were at fixed and hedged rat®e. do not hold financial derivatives for
trading purposes. See “ltem 11. Quantitative andliive Disclosures About Market Risk”.

C. RESEARCH AND DEVELOPMENT, PATENTS AND LICENSES, ETC.

Endesa conducts environmental research and develdgrjects primarily in connection with developirenewable energy sources,
clean combustion and improvements in electricaldirResearch and development expenses amount&9tmilion, € 42 million and € 22
million in 2006, 2005 and 2004, respectively.

D. TREND INFORMATION

For information on the principal trends and undeties affecting our results of operations, finahciondition and businesses, see “ltem
3. Key Information—Risk Factors”, “Item 4. Infornian on the Company—Business Overview”, “Item 4 ohnfiation on the Company—
Business Overview—Electricity Business in Spain Bodtugal”, “Item 4. Information on the Company—Buess Overview—Electricity
Business in Europe”, “Item 4. Information on thengfmny—Business Overview—Electricity Business inil@merica”, “ltem 4.
Information on the Company—Business Overview—Retiphd and “—Operating Results” and “—Liquidity ar@@apital Resources”.

E. OFF-BALANCE SHEET ARRANGEMENTS

None.
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F. TABULAR DISCLOSURE OF CONTRACTUAL OBLIGATIONS

Contractual Obligations

The following table sets forth our contractual ghtions as of December 31, 2006, for the yearsated below, including, as
appropriate, certain estimates as described ifotitaotes to the table below:

Less than 1 More than 5
year 1-3 years 3-5 years years Total
(millions of euros)

Long-term and short-term debt obligatic

1) 1,104 6,17¢ 7,881 9,582 24,74t
Capital (Finance) lease obligatic 9 33 20 63 125
Operating lease obligatiol 67 120 100 125 412
Purchase obligations(. 4,731 5,101 4,013 10,43¢ 24,28:
Other long-term liabilities reflected in tk

primary financial statements( 431 693 658 1,95¢ 3,741

Total 6,342 12,12¢ 12,672 22,167 53,30¢

(1) The amount of obligations includes the projectddatfof debt servicing together with the estimatedrest due on fixed rate debt based
on the gross face value of the debt before devigatat year-end. No non-accrued interest due dablarate debt has been included.

(2) Includes principally payments under long-term sypqantracts. Due to the fact that our obligationder these contracts are satisfied
through delivery of physical units, we have usadvrd market prices at December 31, 2006, to estimar obligations.

(3) Includes:

a. Obligations in respect of our workforce restruatgrplans that were recorded as a provision in onsalidated balance sheet as of
December 31, 2006.

b. Obligations assumed in connection with pensionsaihdr post-employment benefits that were recogh@eprovisions in our
December 31, 2006, balance sheet.

c. Estimated future annual contributions to pensi@nglifor 2007 ( € 60 million). It does not includeyather future annual
contributions to pension plans for subsequent yeactause we consider that such contributions dreamtractual obligations as of
December 31, 2006, in light of the fact that weehawt committed to pay such amounts as of such 8ateh contributions will be
part of the remuneration of the employees as a ooemt of their salaries and the final amount wélpend on the evolution of the

staff and their basic wages.

The contractual obligations set forth in the tedddeve reflect mainly those agreements and obligatibat in the ordinary course of our
operations are customary and necessary in ligtiteoctivities in which we engage. In particulagny of the obligations set forth above are
designed to ensure adequate supplies of combusstisked in our operations or otherwise to seek media longterm success of our busine
through medium- to long-term investments and/oitreartual obligations to electricity supply in Lathmerica. We believe that our operating
revenues will be sufficient to satisfy our obligats set forth above, as well as our other operatisgs and remuneration to our shareholders.
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G. [Reserved]
ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. DIRECTORS AND SENIOR MANAGEMENT

The following table sets forth the names of the fpers of our Board of Directors at May 31, 2007jrtharrent positions with us, the
year they were appointed to the board, the yeahich their current term expires and their printipecupations outside Ende!

Current
Year First Term Present Principal Occupations
Name Position Appointed Expires Outside Endese

Manuel Pizarro Moreno(1)(2) Chairman 1996; 2009 Deputy Chairman, Bolsa de
2002(3) Madrid; Deputy Chairman, Bolsas
y Mercados Esffioles, Sociedad
Holding de Mercados y Sistemas
Financieros, S.A
Rafael Miranda Robredo(1)(2) Directorand 1997 2009 Chairman, Eurelectric
Chief
Executive
Officer
Alberto Alonso Ureba(1)(4) Director 1998 2007 Professor of Commercial Law,
King Juan Carlos University of
Madrid.
Miguel Blesa de la Parra(1)(5) Director 2000 2009 Chairman, Caja Madrid;
Chairman, Corporacion Financiera
Caja Madrid; Chairman,
Fundacién Caja Madrid;
Chairman, Altae Banco; Deputy
Chairman, Iberia, L.A.E., S.A.;
Deputy Chairman, Confederacion
Espafiola de Cajas de Ahorro;
Director, Fomento de
Construcciones y Contratas, S

José Maria Fernandez
Cuevas(1)(4)(6) Director 1998 2007 Secretary Non-Director, Cliner,
S.A.; Director, Seguridad Vial
ADA.
José Manuel Fernandez-
Norniella(1)(4) Director 1998 2007 Director, Iberia, LAE, S.A.
Director Caja Madric
Rafael Gonzéalez-Gallarza
Morales(4)(7) Director 1998 2007 Director, Pernod Ricard Paris,
S.A.; Chairman, Prensa
Malagueiia, S.A.
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Juan Ramoén Quintas
Seoane(4)(7) Director 2004 2008 Chairman and Managing Director,
Confederacién Espafiola de Cajas
de Ahorro (CECA); Director,
Caser Grupo Asegurador; Direct
Lico Corporacion, S.A.; Director,
Ahorro Corporacion; Deputy
Chairman, Agrupacion Europea de
Cajas de Ahorros; Member,
Comision Gestora del Fondo de
Garantia de Depésitos en Cajas de
Ahorro.
Francisco Javier Ramos
Gascon(4)(6) Director 2001 2009 Director, Sociedad Rectora de la
Bolsa de Madrid S.A.; Chairman,
Araluz de Inversiones, S.A.
SICAV
Alberto Recarte Garcia-
Andrade(4)(6) Director 2005 2009 Deputy Chairman and Managing
Director, Centunion, Espafola de
Coordinacion Técnica y
Financiera, S.A.; Director, Caja de
Madrid; Director, Corporacién
Caja de Madrid; Chairman,
Libertad Digital Newspape

Manuel Rios Navarro (4)(7) Director 1998 2007 Deputy Chairman and Managing
Director, Industrias Peleteras, S.
Inpelsa

Juan Rosell Lastortras(4)(7) Director 2005 2009 Director, Aguas de Barcelona,

S.A.; Director, Applus Servicios
Tecnolégicos, S.L.; Director,
Siemens, S.A

Jo« Serna Ma<(4)(6) Director 2000 2008 Notary for Barcelone
Salvador Montejo Velilla(8)(9) Secretary 1999

General and

Secretary to

the Boarc

(1) Member of the Executive Committee of the Board o&Etors.

(2) Director with a professional and permanent linEtalesa.

(3) Date of appointment as Chairman of Endesa, S.Ah&Board of Directors.

(4) Director with no professional link to Endesa and aygpointed by a particular shareholder.
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(5) Director appointed as representative of Caja Madrid

(6) Member of the Audit and Control Committee.

(7) Member of the Appointments and Compensation Coremitt
(8) Non-Director.

(9) Secretary of the Executive Committee of the BodrBicectors, the Audit and Control Committee and kppointments and
Compensation Committee.

Those directors next to whose name footnote (4¢argpmay only be reelected for two terms.

The following table sets forth the names of ourcetige officers, their current positions with usethumber of years at their positions,
the number of years with the Endesa Group, thelmsof experience at the Endesa Group and theirdassexperience outside the Endesa
Group during the past five years. Each executifieafis appointed for an indefinite term.

Number
Number Business
of Experience
of Years at Outside
Years at Areas of Endesa Group
Endesa Experience at during Past
Name Position Position Group Endesa Group 5 Years
Manuel Pizarro Moreno Chairman 6 11 Deputy Chairmai Chairman, Ibercaj
Rafael Miranda Robredo Chief Executive 10 19 General
Officer managemer
Salvador Montejo Velilla General 8 8 General Secretar
Secretary and and Secretary to
Secretary to the the Board
Board
José Damian Bogas Galvez Executive Vice- 10 25 General
President—Spain management
and Portugal electricity
busines:
Pedro Larrea Paguaga Executive Vice- 1 10 General
President—Latir management
America electricity
busines:
Jesus Olmos Clavijo Executive Vice- 3 16 Management in
President— Chairman Office,
Endesa Europa International
projects and
technological
developmen
Francisco de Borja Acha
Besga Senior Vice- 9 9 Legal departmen
President—tegal
Affairs
José Luis Palomo Alvarez Chief Financial 15 15 Chief Financial
Officer Officer
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Carlos Torres Vila Senior Vice- 5 5 Strategy
President
Strategy

German Medina Carrillo Senior Vice- 19 20 Human Resource
President—
Human
Resource:

Gabriel Castro Villalba Senior Vice- 9 9 Communications
President—
Communicatior

Antonio Pareja Molina Senior Vice- 3 20 General
President— management
Services planning and

resource!

B. COMPENSATION
Board of Directors
Article 40 of Endesa’s Articles of Association piges that:

“The compensation of the Directors will consistloé following items: a fixed monthly fee and pagation in profits. The
aggregate annual compensation of the Board of irein respect of the foregoing items shall bepg&fcent of consolidated profit,
as approved by the Shareholders’ Meeting, provitatthe Board of Directors may reduce this pemgain such fiscal years as it
deems appropriate. The foregoing is without prejedo the provisions of paragraph 3 of this Artiwiéh respect to attendance
fees”.

“The Board of Directors shall make all determinatiavith respect to the distribution of said amaasmbetween the foregoing items
and as between Directors when, as and how it detemin its full discretion”.

“The members of the Board of Directors will alsce®e fees for meetings attended of the Board céddors and any committees
thereof. The amount of these fees will not excesth @mount as, in accordance with the precedinggpaphs, can be established
within such limits”.

“The compensation contemplated in the precedinggraphs for service as a Director shall be comjgawith such other
compensation as may be due to the Directors foio#imgr executive or advisory functions that, asdhse may be, he or she renders
to the company beyond the supervisory and decisiaking functions arising from their service as Biogs, such other functions
being subject to the legal requirements theretdicayge”.

“In accordance with section 130 of the Spanish Caomegd_aw, Directors may receive compensation ctuistg participation in th
company’s profits to the extent legal and statuteserve requirements have been met and sharetibldee been accorded a
dividend of at least 4 percent of consolidated igtof

Accordingly, Endesa’s directors receive compensdio their service on EndesaBoard of Directors, and in some cases for trezirise
on the boards of directors of Endesa’s subsidiahnes
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addition, directors that are also executive ofogfr Endesa receive compensation for their employméh the company.

In 2005 and 2006, Endesa’s directors receivedatfironthly fee amounting to € 4,006.74 and an ditece fee of € 2,003.37 for each
meeting attended of the Board of Directors, theddkige Committee, the Nominations and Compensafiommittee and the Audit and
Control Committee.

The following charts set forth the compensatioreiead by each member of the Board of DirectorsO@=®and 2006:

Fixed Compensation

2005 2006

As Executive As Executive

Name As Director Officer As Director Officer

(euros) (euros)
Manuel Pizarro Moreno( 48,081 1,200,00( 48,081 1,249,20(
Rafael Miranda Robredo(: 48,081 1,080,00( 48,081 1,124,28(
Alberto Alonso Ureb: 48,081 — 48,081 —
Miguel Blesa de la Pari 48,081 — 48,081 —
Rafael Espfiol Navarro(2) 24,04(C — — —
José Maria Ferniédndez Cueva 48,081 — 48,081 —
Jos«€ Manuel Ferédnde:-Norniella 48,081 — 48,081 —
Jos Ferrandez Olano(2 24,04 — — —
Rafael Gonélez-Gallarza Morale! 48,081 — 48,081 —
Francisco Ufiez Boluda(3 48,081 — 8,013 —
Jos€ Luis Oller Arifio(2) 24,04(C — — —
Juan Rarén Quinas Seoane(4 — — — —
Francisco Javier Ramos G6n 48,081 — 48,081 —
Alberto Recarte Gaia-Andrade(5) 28,047 — 48,081 —
Manuel Fios Navarrc 48,081 — 48,081 —
Juan Rosell Lastortras( 28,047 — 48,081 —
José Serna Masia 48,081 — 48,081 —
657,10¢ 2,280,00( 584,98¢ 2,373,48(
Total 2,937,10¢ 2,958,46F

(1) In all Endesa group companies, the fixed salamhefchief executive officer is 10 percent less tthenfixed salary of the executive
chairman.

(2) Term expired on May 27, 2005.

(3) Term expired on February 25, 2006.

(4) Does not accept compensation other than attendaase
(5) Joined the Board of Directors on May 27, 2005.
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Variable Compensation

2005 2006

As Executive As Executive

Name As Director Officer As Director Officer

(euros) (euros)
Manuel Pizarro Moren 14,80¢ 829,32: 39,667 1,640,96:
Rafael Miranda Robredo(. 14,80¢ 711,27 39,667 1,431,18
Alberto Alonso Ureb: 14,80¢ — 39,667 —
Miguel Blesa de la Parra(. — — — —
Rafael Espfiol Navarro(3) 14,80¢ — 16,52¢ —
Jo« Maria Feridndez Cueva 14,80¢ — 39,667 —
Jos« Manuel Ferénde:-Norniella 14,80¢ — 39,667 —
Jo« Ferréndez Olano(3 14,80¢ — 16,52¢ —
Rafael Gonédlez-Gallarza Morale! 14,80¢ — 39,667 —
Francisco Mfiez Bolude 14,80¢ — 39,667 —
Jo<€ Luis Oller Arifio(3) 14,80¢ — 16,52¢ —
Juan Rarén Quinés Seoane(4 — — — —
Francisco Javier Ramos Gdn 14,80¢ — 39,667 —
Alberto Recarte Gaia-Andrade(5) — — 23,13¢ —
Manuel Fios Navarrc 14,80¢ — 39,667 —
Juan Rosell Lastortras( — — 23,13¢ —
José Serna Masia 14,80¢ — 39,667 —
192,47¢ 1,540,59! 492 53: 3,072,15(
Total 1,733,07% 3,564,682

(1) The total variable compensation of Mr. Miranda Wa&0,113 in 2005 and € 1,484,241 in 2006. Thesmuats have been reduced by €
38,841 and € 53,054, respectively, in respect afuarts received for attendance at meetings of tiaedbof directors of Endesa
subsidiaries.

(2) Does not accept compensation other than fixed casgi®n and attendance fees.
(3) Term expired on May 27, 2005.

(4) Does not accept compensation other than attendaase

(5) Joined the Board of Directors on May 27, 2005.
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Attendance Fees
(for Endesa)

Name 2005 2006
(euros)
Manuel Pizarro Moren 106,17¢ 130,21¢
Rafael Miranda Robrec 106,17¢ 130,21¢
Alberto Alonso Ureb: 104,17¢ 130,21¢
Miguel Blesa de la Pari 94,15¢ 108,18:
Rafael Espfiol Navarro(1) 34,057
Jos€ Maria Feriandez Cueva 106,17¢ 138,23:
Jos€ Manuel Feriénde:-Norniella 96,162 124,20¢
Jo« Ferréndez Olano(1 32,05¢ —
Rafael Gonélez-Gallarza Morale! 54,091 62,104
Francisco Nfiez Boluda(2, 58,09¢ 16,027
Juan Rarén Quinas Seoane(: 64,10¢ —
Jos€ Luis Oller Arifio(1) 36,061 —
Francisco Javier Ramos Gdn 60,101 60,101
Alberto Recarte Gaia-Andrade 24,04( 56,09
Manuel Fios Navarrc 54,091 66,111
Juan Rosell Lastortrz 20,03¢ 38,06¢
José Serna Masia 62,104 60,101
Total 1,111,87: 1,119,88:

(1) Term expired on May 27, 2005.
(2) Term expired on February 25, 2006.

(3) Did not attend any meetings during the year.
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Attendance Fees
(for Subsidiary Companies)

Name 2005 2006
(euros)

Manuel Pizarro Moren — —
Rafael Miranda Robred 89,75k 97,12¢
Alberto Alonso Ureb: — —
Miguel Blesa de la Pari

Rafael Espfiol Navarro(1) 31,77¢ —
Jos« Maria Feridndez Cueva 21,13¢ —
Jo« Manuel Ferénde:-Norniella 43,11¢ 37,63:
Jo« Ferréndez Olano(1 30,28¢ —
Rafael Gonélez-Gallarza Morale! 18,03z 20,03<
Francisco Nfiez Boluda(2 18,03( 22,0317
Juan Rarén Quinas Seoan: — —
Jo<€ Luis Oller Arifio(1) 11,01¢ —
Francisco Javier Ramos Go6n 22,037 22,037
Alberto Recarte Gaia-Andrade 8,012 20,03¢
Manuel Fios Navarrc 22,03¢ 20,03<
Juan Rosell Lastortre 2,40C 30,594
José Serna Masia 22,037 22,037

Total 339,681 291,56¢

(1) Term expired on May 27, 2005.
(2) Term expired on February 25, 2006.

Other Compensation

Name 2005 2006
(euros)
Manuel Pizarro Moren 4,444 4,342
Rafael Miranda Robred 21,01¢ 21,60¢
Rafael Espafiol Navarro(1) 7,021 —
Total 32,47¢ 25,95(C

(1) Term expired on May 27, 2005.

Advances and Loans

Name 2005 2006
(euros)

Rafael Miranda Robredo(: 435,37¢ 375,37¢

(1) These advances were granted prior to the enaciohéme Sarbanes-Oxley Act in July 2002 and theimgehave not been modified since
such date. Of these figures, € 92,802 in 2005 a8@,&02 in 2006 were loans at an interest rateuobBr plus 0.5%.
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Pension Fund Contributions

Name 2005 2006
(euros)

Manuel Pizarro Moren 236,65¢ 441,77

Rafael Miranda Robredo(. 2,122,18. 4,926,91.

(1) The Company has established the right to earlyeragnt, and a guarantee of future rights with regaupensions and compensation, for
staff who meet certain age and seniority requirdmérhus, of the contributions in 20051889,000 correspond to anticipated premi
to be paid to meet pension obligations pendingiinré fiscal years in favor of the Chief Execut®dficer, as well as for other personnel
subject to the same age and seniority requiremEnt2006, the contributions totaled € 4,321,190.

Life Insurance Premiums

Name 2005 2006
(euros)
Manuel Pizarro Moren 119,50¢ 96,71¢
Rafael Miranda Robrec 85,20¢ 43,24(C
Other director: 120,79¢ 129,68(

In addition, Endesa has established an early ne¢ing plan in which the chief executive officer papates under the same terms as other
employees of Endesa meeting the same age andienideria, that is, the right to early retirentefihe amount of Endesa’s contingent
obligation under such plan to the chief executiffeer was € 12,525,120 in 2006 and € 10,369,338005. The amount of the Company’s
contingent obligation to each employee under thda 5 recalculated each year to reflect such eyags then-current salary and decreases
each year such employee remains with the Company.

Executive Officers

General

Endesa’s compensation policy aims to be competititie the leading companies in the energy sect@pain and other countries in
Europe. Pursuant to their contracts with the compBndesas executive officers are generally entitled to nezéixed compensation, variak
compensation and other benefits.

Endesa’s senior management consists of 10 exeaffieers in addition to Mr. Pizarro and Mr. Miram@gwhose compensation and
benefits are disclosed above under “—Board of Danex).
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These are:

Name

Salvador Montejo Velilla
Jo« Damian Bogas (élvez
Luis Rivera Novo(1,
Pedro Larrea Paguagal
Jeuws Olmos Clavijc
Francisco de Borja Acha Bes
Jos Luis PalomcAlvarez
Carlos Torres Vil
Gernén Medina Carrillc
Gabiriel Castro Villalbi
Antonio Pareja Molini

(1) Resigned as of October 1, 2006.
(2) Joined on October 10, 2006.
The aggregate compensation of these 10 execufiieeisfin 2006 and 2005 was as follows:

Fixed compensatio
Variable compensatic
Board attendance fe:
Other

Total

Title

General Secretary and Secretary to the Board @&chirs
Executive Vice Preside—Spain and Portugi
Executive Vice Preside—Latin America
Executive Vice Preside—Latin America
Executive Vice Preside—Europe

Senior Vice Preside—Legal Advisor

Chief Financial Officel

Senior Vice Preside—Strategy

Senior Vice Preside—Human Resource
Senior Vice Preside—Communication:
Senior Vice Preside—Services

2005 2006
(euro)

3,860,27¢ 4,175,45¢
2,543,79¢ 4,019,58:
167,80¢ 90,88¢
156,57¢ 193,62¢
6,728,45¢ 8,479,55:

The aggregate other benefits received by thesed€uéve officers in 2006 and 2005 were as follows:

Advances(1

Loans(2)

Pension contributions(:

Life insurance premiums
Total

2005 2006
(euro)

1,196,21° 1,082,22:
1,648,52¢ 1,739,61:
4,129,83¢ 6,766,47"

367,494 320,14:
7,342,07: 9,908,45:

(1) This figure represents outstanding advances owé&shtiesa as of December 31, 2005 and 2006. Thes@eahk; which bear no interest,
were granted prior to the enactment of the Sarb@xésy Act in July 2002 and their terms have natbenodified since such date.

(2) This figure represents outstanding loans owed tteBa as of December 31, 2005 and 2006. These lohith bear interest at
EURIBOR plus 0.5%, were granted prior to the enactinof the Sarbanedxley Act in July 2002 and their terms have notrbemdified
since such date.

(3) This figure includes pension contributions madedweer the Company’s obligation to contribute tosthexecutive officers’ pensions in
future periods. These payments were made on the t&ms as premiums paid to cover Endesa’s futemsipn obligations to other

employees meeting the required age and senioitbrier.
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With regard to the aforementioned compensationgBadhas established an early retirement plan inhadertain of its executive office
participate on the same terms as other employeEad#sa meeting the same age and seniority criteghis, the right to early retirement.

The amount of Endesa’s contingent obligation ursdieh plan to certain of the 10 executive officdentified above was £2,769,061 ir
2005 and € 21,645,816 in 2006. The amount of oatilegent obligation to each employee under this plecreases each year such employee
remains with the Company.

Severance Arrangements with Executive Office

Endesa has granted all of the executive officdeymed to above identical “guarantee clauses”, tigictitle the executive officer to a
severance payment in the event his or her employmiéim Endesa is terminated as well as an additipagment as consideration for a non-
competition covenant. We believe that these guaeatiuses are consistent with market practice griasge publicly-traded companies in
Spain. The guarantee clauses entitle the execoffioer to receive a severance payment equal ettimes his or her annual compensation
(calculated as described below) in the event thel@gment relationship is terminated: (1) by mutagieement between the executive officer
and Endesa; (2) by a unilateral decision of theetiee officer based on change of control, a matdémieach by Endesa of its obligations to
the executive officer or a change in the executiffieer’'s position that renders it void of substanor (3) by Endesa without cause.

For purposes of these guarantee clauses, annugkosation means the relevant officer’s fixed conspéaon in the then-current year
plus the average of the officer’s variable comp#&oran the immediately preceding two years. Thargntee clauses provide that the
executive officer is not entitled to any severapagment in the event the employment relationshiprisiinated by Endesa for cause or by the
executive officer without cause. The guaranteesdalso entitles the executive officer to receivadditional payment equal to his or her
fixed compensation in the most recently completechf year as consideration for the officer’'s cau@mot to compete with Endesa for two
years following termination of employment. This dishal payment is due regardless of the circuntstann which the executive offics
employment is terminated.

C. BOARD PRACTICES

Corporate Governance

Spanish corporate law provides that a company’sdofDirectors is responsible for the managemaaministration and representation
of a company in all matters concerning the busieésscompany, subject to the provisions of the gany’s bylaws gstatutog and the
powers conferred by stockholders’ resolutions.

The Board of Directors of Endesa, S.A., in additiothe bylaws described in more detail under “Aiddial Information—Memorandum
and Articles of Association”, has adopted othewtatjons and policies that guide our corporate gaaece principles. The most important of
these regulations and policies are the following:

« The Board Regulations, approved by the board ooli2ct28, 2003.
* The Internal Regulations on Conduct in Securitiegkdts, approved by the board on May 27, 2003.
* The Rules on Corporate Integrity, approved by therth on March 25, 2003.

The Board Regulations regulate the organizationfanctioning of the Board of Directors in accordameth Article 36 of our bylaws.
They are based on three concepts: promoting tramspain the
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conduct of our governing bodies and in all ounatigis, fostering effective business managementthacgssumption of responsibilities by
senior management and the Board of Directors vis aur stockholders.

The Internal Regulations on Conduct in Securitieskdts determine the rules of conduct that musolbeved by members of the Boa
of Directors, senior management and other managet€mployees who, due to the nature of theirg¢aspansibilities, may have access to
sensitive or confidential information, with a viea/contributing to transparency and to the protectf investors. They are based on the
principles of impartiality, good faith, placing genal interests before one’s own and care and didigeén using information and acting in the
securities markets.

The Rules on Corporate Integrity, which comprise @harter Governing Senior Management, the Ch&udeerning Executives and the
Employees’ Code of Conduct, develop our principled values, establish the rules governing dealiitiscustomers and suppliers, and
establish the principles that should be followedthyployees in their work: ethical conduct, profesalism and confidentiality. They also
establish the limitations and define the incomplhitids of our executives and senior executivesiag from their status as such.

We believe that, as set out in the above regulat@om rules, our core principles of transparerespect for stockholders’ rights, the duty
of care and loyalty of the directors and the esthbient of rules for the functioning of the corgerbodies encourage stockholder
participation in decision-making processes to tille$t extent permitted by applicable law.

In addition to the rules and regulations adoptethieyboard, the Stockholders’ Meeting Regulatiapgroved at the Stockholders’
Meeting held on June 19, 2003, as modified at tbekbolders’ Meeting held on April 2, 2004, alsov&an important role in corporate
governance. The objective of the Stockholders’ MgeRegulations is to promote the participatiortaf stockholders in the Stockholders’
Meeting by suitably arranging for mechanisms tovjate them with information and encourage them totigbute to decision-making in the
Company by exercising their rights to participatelébates and to vote.

All of the documents described in this Item 6.C aveailable on our Internet website, www.endesavlgh does not form part of this
annual report.

Compliance with SEC Listing Standards Relating to Aidit Committees

We have established those procedures required thderl0-A-3 of the Securities Exchange Act of 1984luding adoption of
procedures whereby employees may confidentiallyarmhymously submit to an ethics mailbox conceegsirding questionable accounting
or auditing matters, and procedures with respetiidaeceipt, retention and treatment of complaieteived by Endesa regarding accounting,
internal accounting controls or auditing matterddiional procedures established in compliance Ritte 10-A3 include authorization of tl
Audit and Control Committee to engage independenhsel and other advisers, and the establishmegmbpriate funding therefore.

Compliance with NYSE Listing Standards on CorporateGovernance

On November 4, 2003, the SEC approved new rulgsosesl by the New York Stock Exchange (NYSE) internidestrengthen corporate
governance standards for listed companies. NYSg&dlison-U.S. companies may, in general, followrtheime country corporate governance
practices in lieu of most of the new NYSE corpogdgernance requirements. The NYSE rules, howegguire that non-U.S. companies
disclose any significant ways in which their cogtergovernance practices differ from U.S. compamneter the NY SE listing standards. In
compliance therewith, the following is a summangha significant differences between our corpogateernance practices and those
applicable to U.S. companies under the NYSE lisstagndards.
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Independence of the Directors on the Board of Diters

Under the NYSE corporate governance rules, a ntgjofithe Board of Directors must be composed dépendent directors, the
independence of whom is determined in accordantiehighly detailed rules promulgated by the NYSpga&ish law does not contain any
such rule; however, under Spanish practice therganerally three types of directors: executivedaors, directordominicalesappointed by
an individual stockholder due to the size of itargfolding, and external directors. The Board @é€tors of Endesa, S.A. has a majority of
non-executive directors. We have not determinedthdreor not the directors on the Endesa, S.A. baaad be considered independent
under NYSE rules. We note, however, that 10 othefl3 members of our Board of Directors are edldmaccordance with applicable
corporate bylaws; that is, they do not have anygsional link with Endesa, S.A. other than throtigdir membership on the Board of
Directors and they were not appointed by any palaicshareholder due to the size of such sharetisliaterest in Endesa, S.A.

In addition, in light of the recommendations of tldama Committee and of the European Union wipeet to external directors, our
“type (b)” directors (external directors under dwytaws) have made formal declarations of adherémtiee minimum principles set forth in
these recommendations. Furthermore, the BoardretRirs has made an express declaration that sknestors are independent.

Independence of the Directors on the Audit Committe

Under the NYSE corporate governance rules, aslpf3ly 2005, all members of the audit committee nesindependent. Independence
is determined in accordance with highly detaildésypromulgated by the NYSE. The Audit and ConBommittee of the Board of Directors
of Endesa, S.A. is composed of four directors. ddmposition of the Audit and Control Committeeridicated in the initial table under “—
Directors and Senior Management”. We have detemintinat (i) each member of the committee is indepahith accordance with the
definition of independence for Audit Committee marghip under SEC rules and regulations and (i@etof the committee’s four members
are independent in accordance with Spanish practice

Compensation and Nomination Committees

In accordance with the NYSE corporate governaniesrall U.S. companies listed on the NYSE museleaeompensation committee
and a nominations committee and all members of saoimittees must be independent in accordancehigtily detailed rules promulgated
by the NYSE. Under Spanish law, these committeesiat required, though there is a non-binding renemdation for listed companies in
Spain to so have these committees and for thera tmimposed of a majority of non-executive directredesa, S.A. satisfies this non-
binding recommendation. The composition of the Appoents (i.e., Nomination) and Compensation Cor@wits indicated in the initial
table under “—Directors and Senior Management”.

Separate Meetings for Independent Directors

In accordance with the NYSE corporate governanissyindependent directors must meet periodicaltgide of the presence of the
executive directors. Under Spanish law, this pecacis not contemplated and as such, the indepeditectors on the Board of Directors of
Endesa, S.A. do not meet outside of the presentedxecutive directors or directatsminicales
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Committees of the Board of Directors
The Audit and Control Committee
The Audit and Control Committee is composed of fdivectors. It performs, among others, the follagvfanctions:

» supervision of our actions to ensure their trarspay, with a special focus on the transparencheiriformation provided to
stockholders and the securities markets and goqubcate governance, and to avoid any trading adeénsformation;

« formulation of the proposal for the selection of thxternal auditors and the terms of their appaéntim
« preparation of the financial statements and manageneport to be presented to the Board of Dirsgtor
« formulation of the policies and procedures necgstsaassure compliance with laws and the applicattégnal rules; and

» supervision of our internal control systems andabeounting principles and practices used in teparation of our financial
statements.

José Serna Masia was appointed chairman of thisnibee on May 12, 2006.

The composition of the Audit and Control Commitieéndicated in the initial table under “—Direct@sd Senior Management”. See
“Iltem 16.A Audit Committee Financial Expert” for @itional information regarding the Audit and Cont@ommittee.

Appointments and Compensation Committee

The Appointments and Compensation Committee is osenb of four directors. It performs, among oth#s,following functions:

« informing the Board of Directors on the appointmehsenior managers;

« proposing the remuneration framework and approthegremuneration of the directors and compensagtiams for the senior
management of Endesa and its subsidiaries; and

e assessing promotion and recruiting policies of atiee officers.

Manuel Rios Navarro was appointed chairman ofdbimmittee on May 12, 2006.

The composition of the Appointments (i.e., Nomioajiand Compensation Committee is indicated irirthial table under “—Directors
and Senior Management”.
D. EMPLOYEES

At December 31, 2006, Endesa had 26,758 employdwrsh represents a decrease of 1.6% from the nuoftemployees at
December 31, 2005. Of those employees, 12,666 eated in Spain and Portugal and 14,092 were dalcatitside Spain and Portugal
compared with 12,734 and 14,470, respectively,etember 31, 2005.

At December 31, 2006, there were three types &fstduction and workforce-rationalization procedsiin progress:

(1) Collective redundancy procedures approved by thado companies before the corporate restructurirkPb9. The employees
were entitled, based on the collective redundamoggulure approved at each company, to take edilgmeent between the ages of
50 and 55, in
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the period from 1998 to 2005, and an extensior0f/2vas approved. The total number of employeahtum these procedures
apply is 4,300, substantially all of whom are noger employed by the Group.

(2) Voluntary redundancy plan approved in 2000. Theleyges are entitled to take voluntary redundandhetge of 60, provided
that they had reached the age of 50 before Dece®ih@005, and that they had at least ten yeaserofce at that date. Employees
aged between 50 and 60 are also entitled to takmtesy redundancy provided that there is an agestinetween the employee ¢
the company concerned. The total number of empki@ehom this plan applies is 4,517, of whom 1,682in pre-retirement.

(3) New Mining Plan 2006-2012. The employees are extith take voluntary redundancy at the age of 5&dwn 2006 and 2012,
provided that they have at least 3 years of sdgiarid 8 years in a position eligible to take vaétuy redundancy. Participation in
the plan is subject to an agreement between théogegand the company concerned. The total nunfbemployees to whom this
plan applies is 717, of whom 25 have early retinenséatus.

The table below shows Endesa’s employment levdlseatiates indicated. For a discussion of persarosts, see “Item 5. Operating and
Financial Review and Prospects”.

The following table sets forth the number of emgley in and outside of Spain and Portugal at thesdatlicated:

At December 31,
2004 2005 2006
Total employees in Spain and Portugal 12,982 12,732/ 12,66¢
Total employees outside Spain and Portugal 14,171 14,47C 14,092
Total 27,15¢ 27,204 26,75¢

The following table provides a breakdown of ourrage number of employees by main category of dgtfer the years ended
December 31, 2006, 2005 and 2004:

2004 2005 2006
Management 810 733 736
Senior Officers 4,587 6,457 6,541
Mid-Level Officers 6,207 6,45E 6,39E
Junior Managemer 5,937 7,29¢€ 6,987
Administrative and Other 9,444 6,352 6,28¢
Total 26,98t 27,29/ 26,94¢

Spain and Portugal

In Spain and Portugal, our non-management pers@maekpresented by a total of seven unions, thfredich currently maintain
general representation for 97% of our non-managésmaployees. The three representative unions ragatollective bargaining agreements
relating to salary and benefits with companies bgilag to the Endesa Group through negotiating cdters composed of representatives of
each such union. While we have experienced worbpstges for short periods of time, we have neveeggpced a work interruption havin
material effect on our results of operations.

In May 2004, we signed a general framework colechargaining agreement which applied to 20 ofsulnsidiaries, affecting a total of
13,176 employees. This agreement went into effeegdD3 and will expire on December 31, 2007.
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For information with respect to our pension anddfi¢plans, see Note 15 to our consolidated finalnstatements. Our pension and
benefit plans are fully funded. As required by Splamaw, we transferred our pension and benefaagpto independent pension funds in 2

Italy

We signed a collective bargaining agreement farte@ty sector workers, which includes the empleyat Endesa Italia, in
September 2006, and which will expire in Decemif2

Latin America

Our Latin American subsidiaries are party to vasicuollective bargaining agreements.

Chile

Enersis is a party to two collective bargainingeggnents that expire in June and December 200&atsgly. All collective bargaining
agreements with employees of Chilectra took effe@ecember 2004 and are scheduled to expire irmber 2008. Endesa Chile signed an
agreement with the engineers’ union in DecembeB2@bich agreement expired in December 2006. Olleatove bargaining agreements
with our electro-mechanical, technical and admiatste personnel terminate in June and DecembeB.28Mecember 2004, we signed two
collective bargaining agreements with the employdd3AM Chile, which will expire in December 200Ad&December 2008, respectively.

Argentina

In October 2004 we signed two collective bargairaggeements with the employees of Edesur and inugtu2006, the agreements were
registered with the government authorities of threlisato de Luz y Fuerza.

Costanera is also a party to two collective baiggiagreements. The first agreement was signegiil 2006 and will expire in
December 2009. The second agreement, signed Nove2@Bé, will expire in December 2008.

A separate collective bargaining agreement (El ©hts) has no fixed expiration date.

Brazil

Coelce is a party to a collective bargaining agrersigned in October 2006, which will expire indember 2008. Endesa Cachoeira
party to three collective bargaining agreements, @iwvhich will expire in May 2007 while the otheigned in August 2006, will expire in
April 2008. Ampla is a party to collective bargaigiagreements that are scheduled to expire in ®&pte2007. These agreements establish
salaries, productivity bonuses, individual perfonoe evaluations and general working conditionsziiea law stipulates that collective
bargaining agreements may not be for more tharytaos.

Colombia

Codensa has two collective bargaining agreemeatsettpire in December 2007. Typically, collectiardmining agreements have two-
year terms; however, there are no legal restristmmthe maximum duration of such agreements. Eaniges party to a collective bargaini
agreement, signed on September 21, 2005, thatesxpir December 1, 2007.
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Peru

Edelnor is a party to three collective bargainiggegments that expire in December 2008. Edegepésty to a collective bargaining
agreement that expired in December 2005 but wasared in January 2006.

E. SHARE OWNERSHIP

None of our directors and executive officers barally owns ordinary shares representing one pémmemore of our share capital. At
May 16, 2006, the members of our Board of Directtirsctly owned an aggregate of 135,126 of ourrani shares and indirectly owned an
aggregate of 48,982 of our ordinary shares, reptexgga total of approximately 0.017% of our outslimg capital stock, as shown in the te
below.

The following table sets forth individual direct narship of Endesa ordinary shares as of May 317 P§Geach member of the Board of
Directors:

Number of Number of Total Number
Ordinary Ordinary

Shares Held Shares Held of Ordinary

Name Directly Indirectly Shares Held
Manuel Pizarro Moreno(1) 100,00¢ — 100,00¢
Rafael Miranda Robredo(. 7,58E — 7,58E
Alberto Alonso Ureb: — — —
Miguel Blesa de la Parra(: 600 — 600
Jos«€ Maria Feriandez Cueva — — —
Jo« Manuel Ferénde:-Norniella — — —
Rafael Gonédlez-Gallarza Morale: 3,30C — 3,30C
Juan Rarén Quinas Seoan 1,52t — 1,52¢
Francisco Jaér Ramos Gan 992 8,77¢ 9,771
Alberto Recarte Gaia-Andrade 250 21,10C 21,35(
Manuel Fios Navarrc 3,88¢ 8,582 12,47z
Juan Rosell Lastortrz 5 10,00¢ 10,00~
José Serna Masia 16,97¢ 520 17,49¢
Total 135,12¢ 48,982 184,10¢

(1) Mr. Pizarro is a member of the Board of Directassneell as Executive Chairman of Endesa.
(2) Mr. Miranda is a member of the Board of Directossall as Chief Executive Officer of Endesa.

(3) Mr. Blesa is also the executive chairmarCaja de Ahorros y Monte de Piedad de Madtidaja Madrid”), which beneficially owned
105,197,057 Endesa ordinary shares (approximat@4#® of Endesa’s total share capital).
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The following table sets forth individual ownershipEndesa ordinary shares as of May 31, 2007 bly eAEndesa’s executive officers
(other than Mr. Pizarro and Mr. Miranda, whose sh@awnership is disclosed in the preceding table):

Number of Number of Total
Ordinary Ordinary Number of
Shares Held Shares Held Ordinary
Name Directly Indirectly Shares Held
José Damian Bogas Galvez 7,43¢ — 7,43¢
Pedro Larrea Pagua 3,01t — 3,01t
Jeuws Olmos Clavijc 7,10¢ — 7,10¢
José Luis PalomcAlvarez 7,05€ — 7,05€
Salvador Montejo Velille 20 — 20
Francisco de Borja Acha Bes 1,00C — 1,00C
Carlos Torres Vile 731 — 731
Gernédn Medina Carrillc 7,57¢ — 7,57¢
Gabriel Castro Villalbi — — —
Antonio Pareja Molina 4,47¢ — 4,47¢
Total 38,42( — 38,42(

To the knowledge of Endesa, no director or exeeutificer of Endesa currently holds any optionpuiecchase Endesa ordinary shares or
Endesa ADSs.
ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS
A. MAJOR SHAREHOLDERS

All shareholders have the same voting rights. ué various tender offers that we have been sutgjethere have been significant
changes in the percentage ownership held by mhagebkolders in the past two years. In accordantteapiplicable Spanish law, the
following is the information published by the CNM significant stakes in Endesa, concerning peradrishave a noteworthy interest,
directly or indirectly, in the capital or votingghts of Endesa.

Number of Ordinary

Shares Beneficially

Title of Class Identity of Person or Group Owned Percent of Class
Ordinary shares Grupo Entrecananales, S.A.i 211,750,42. 20.00(%
Ordinary share The Bank of New York(2 108,264,00: 10.22€¢%
Ordinary share Enel S.p.A(3 105,800,00 9.99:%
Ordinary shares Caja de Ahorros y Monte de Piedad

de Madrid (Caja Madrid 105,197,05 9.93€%
Ordinary share Union Bank of Switzerland(« 83,821,25! 7.917%
Ordinary share Citibank, N.A. London(5 55,408,23: 5.23%%
Ordinary share Mediobanca, S.p.A 52,988,94! 5.005%

(1) Acciona, S.A. declared that it owns 100% of thersltapital of Finanzas Dos, S.A. Grupo Entrecan&es. owns 59.541% of the
capital stock of Acciona, S.A.

(2) The Bank of New York declared a total position hetdbehalf of its customers of 108,264,003 shaf&ndesa and reports that almost
all this position (105,805,114 shares) is held ehaif of the local custodian, Banca Monte dei Piasath the ultimate beneficiary of
these shares being Enel Energy. These shares bamaltsclosed as part of Enel’s beneficial owngrakidescribed in footnote (3)
below.

(3) Enel, S.p.A. (“Enel”) declared that Enel Energy épe, S.r.L. (“Enel Energy”), a company wholly owr®dEnel, owns an interest in
Endesa that is held through The Bank of New Yarkts capacity as global custodian bank, whictcting on behalf of Banca Monte ¢
Paschi, which in turn is acting
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as local custodian bank. Furthermore, Enel Enegagydmtered into various share swap transactiomsWBSS Limited regarding
74,112,648 shares of Endesa (equivalent to 7.0B®désa’s capital stock) and with Mediobanca, S.ffMediobanca”) regarding
52,988,949 shares of Endesa (equivalent to 5.00Ffaesa’s capital stock) through several shar@dvemsactions dated March 1,
2007 and March 2, 2007, and regarding 31,500,088estof Endesa (equivalent to 2.975% of Endesgitatatock) through a share
swap transaction dated March 12, 2007. The purpbde share swap transactions is to hedge theéhpedkictuation risk for Enel
Energy in the event the market price of the shaf&ndesa exceeds € 39 per share, in the everEti@htvere to increase its stake in
Endesa, directly or indirectly, if it obtained thertinent approvals from the Spanish authoritied, grovided that market conditions
would so permit. The settlement method for the eslsarap transactions is by netting, with an optmmEnel Energy to request settlem
by delivery of the shares (this option is subjectatmong other things, Enel obtaining the pertimgmrovals from the Spanish
authorities).

(4) Union Bank of Switzerland declared that 72,648 shares of Endesa that it owns are sharegreddar the purpose of hedging its
positions from a share swap transaction with Emelrgy.

(5) Citibank International Plc in Spain declathdlt its affiliate, Citibank, N.A. London, habitliabcts as “nominee” on behalf of its foreign
clients in the deposit and settlement of securiiesl that the shares in Endesa that it has destloaning to the CNMV. 52,988,949
shares of Endesa were beneficially owned by Medicha@and the remainder were beneficially owned bgidm clients.

On January 10, 2007, Acciona, S.A. disclosed tHnaugelevant fact to the CNMV that its total intgredirectly or indirectly in Endesa
reached 21.03% on that date.

B. RELATED PARTY TRANSACTIONS

We have not entered into any transactions with neembf our Board of Directors, executive officexsnior management or any
shareholders with representatives on our Boardirgfcibrs that are unusual in their nature or coowlét or that are material to us.

In the ordinary course of our business, our shddenpoCaja Madrid, has extended loans, guaranteg®ther services to Endesa, S.A.
and our affiliates. We believe that all such loansgrantees and other services we have receivedifemn entered into on arm’s-length terms
and conditions. In the ordinary course of our besiin 2006, Endesa, S.A. and our affiliates hameed transactions consisting of purchases
of goods, property, plant, equipment and servidds @ur shareholder, Acciona. We believe that alrspurchases and services we have
received have been entered into on arm’s-lengthgemd conditions.

In addition, in the ordinary course of our business have occasionally made loans to or guarartteedbligations of companies related
to us and jointly controlled by us. We believe thttsuch loans and guarantees have been entdoednrarm’s-length terms and conditions.
At December 31, 2006 and 2005, we had € 300 milliodh € 270 million, respectively, outstanding unsléch loans. At December 31, 2006
and 2005, we had guarantees outstanding of € 2llibnmand € 187 million, respectively, in respeétlre obligations of such companies.

The aggregate amount of advances and loans gremtent executive officers (including executive offis who are also members of our
Board of Directors) outstanding at December 316208s € 3,197,215. Of this outstanding amourt, 722,417 accrue interest at Euribor |
0.5% and € 1,424,798 are interest-free.
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ITEM 8. FINANCIAL INFORMATION
A. CONSOLIDATED STATEMENTS AND OTHER FINANCIAL IN FORMATION
Financial Statements

See Item 18 for our consolidated financial statemsien

Legal Proceedings

In 2002, EdF International commenced an actionreg&ndesa Internacional, S.A., Repsol YPF, S.4.\4AF, S.A. before the
Arbitration Court of the International Chamber afr@merce, Paris, France. EdF International petitiche court to require Endesa
Internacional, S.A. to pay to it $256 million plinterest, and to require Repsol YPF, S.A. to paiy $69 million plus interest, arising out of
EdF International’s purchase of the respectiver@ss of Endesa Internacional, Repsol YPF, S.A.YdPiE, S.A. in two Argentine companies,
Easa and Edenor. Endesa Internacional is contdsiismglaim and has counterclaimed against EdFratenal in an amount of $58 million
and against YPF, S.A. in an amount of $14 million2006, the arbitration proceeding continued, alhgarties have submitted their
respective concluding arguments. We are waitingtferarbitration decision to be made.

On February 15, 2001, the French subsidiary of Ead&iropa, Snet, signed with the Treasury Ministrthe Republic of Poland an
agreement to purchase shares in the company “Be&plownia Bialystok, S.A”., in which, among otfmmmmitments, it agreed to make a
series of investments in tangible and intangibketssof the company or of other Polish energy caiggavithin a given period, which expil
August 31, 2006. The Treasury Ministry requestegmnt of € 24 million for an alleged failure to neagertain investments in that amount,
although for various reasons, Snet has rejectddtbetformal validity and the content of that claim

There are four court proceedings, in the amounivef € 2 million, currently in progress against Esal Distribucion Eléctrica relating to
forest fires in Catalufia and a contract disputetirgy to the construction of electricity facilitiesthe Canary Islands. Our estimated aggregate
liability under these claims is € 61 million.

Endesa, S.A. and Endesa Generacién, S.A. havdditgd proceedings against Gas Natural SDG, S.é\ Gars Natural
Comercializadora, S.A. requesting arbitration fardeh of contract relating to the economic condgistipulated in the natural gas supply
agreement dated October 14, 1998, detected byuttigray firm appointed by the parties, as well asféilure to supply to generating plants
which, in the former’s judgment, were includedhie agreement. Gas Natural SDG, S.A. and Gas N&@arakrcializadora, S.A. have also
filed actions against Endesa, S.A. and Endesa @eider, S.A., requesting arbitration with a viewthie cancellation or settlement or
amendment of the agreement resulting from the ah@angonditions in the gas market. Both arbitratiooceedings are currently in progres
the Arbitration Tribunal, and therefore are pendimgnalization of the claims, which will completacaquantify the partiespecific demand:

Endesa has filed an appeal before the Supreme &gairist the ruling of the National Audience, whigds decreed pursuant to the
administrative appeal 825/2002 filed by Iberdrdlae National Audience ruling cancelled the OrdeDgafober 29, 2002, which regulated
CTCs for 2001, including Endesa’s allocation of GTf@r that year. If the Supreme Court upholds th&dwhal Audience ruling, we believe
that execution of the ruling will not have a maaégconomic effect on us.

The Spanish State Auditing Agency issued an adversat on certain subsidies received by Encasepeding on the outcome of
discussions we are having with this agency, we b@asequired to repay grants amounting to approxatpd 37 million.
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Until December 31, 1996, we and our subsidiariéd parporate income tax within the Consolidated Garup, whose controlling
company is th&ociedad Estatal de Participaciones Industrigle&EPI”). The corporate income tax law establistied companies that leave
the Consolidated Tax Group must apply deductioashhve not been used by the Consolidated Tax Grotlyg manner and to the same
extent as their contribution to the deductionssBant to this provision, the Spanish Finance andliispector concluded that Endesa and
Unioén Eléctrica de Canarias, S.A. (Unelco) weratlextto take certain deductions in 1997 and thitee#n respect of certain investments that
they made from 1992 to 1996. Nevertheless, subs¢guauch resolution, and as a consequence @utliés conducted by SEPI, the Spanish
Finance and Tax Inspector initiated proceedingbedralf of SEPI in 1996 in respect of deduction®tai whole or in part by Endesa and
Unelco that were generated by Endesa Group compéom 1992 to 1996. On June 14, 2001, the Minisfrigconomy and Finance
approved certain resolutions declaring unduly asivéine Tax and Financial Inspector’s conclusionegpect of Endesa’s and Unelco’s
proceedings, whereby it recognized their rightgpla the deductions generated in the aforementigeags. Proceedings for judicial review
as a result of the aforementioned decisions westiued at the National Appellate Court, whichndissed the tax authorities’ case. The tax
authorities have appealed to the Spanish Suprem#g.Co

Separately, the Tax and Financial Inspector igitigiroceedings against Endesa in which it challgigelesa’s right to take certain
deductions generated in 1992 to 1996. All of treeasments, except for one in which no decisiorbbas rendered, have been adjudged null
and void by the Central Economic-Administrativeblmal.

The National Appellate Court has also ruled nudl &nid the SEPI assessment of 1996 in which thetadit deductions were taken.
SEPI has appealed this ruling with the Spanish @uprCourt.

The reform of the Local Finances Law in Spain, @ffee from January 1, 2003, modified the air, scefand subsurface charge for
occupying the local public domain and included &ieity retailers as parties liable to pay this ifeg even though electricity retailers do not
own the electricity distribution systems occupythg local public domain. Nonetheless, certain ciyncils are paying to Endesa Energia,
S.A. the rate corresponding to 2002 and prior yedthough contradictory court rulings have beended down by various Superior Courts
of Justice as to the merit of such payments, the®ne Court confirmed that the electricity retalarere subject to such a charge. The
lawsuits total € 6.0 million, although the maximgontingency in this respect amounts to € 13.0 amilli

The Spanish Finance and Tax Inspector has complstadsessment of the corporate tax for fiscalsy®@898 to 2001 for SEPI, yielding
an amount receivable of € 66 million and interds® @7 million for fiscal years 1998, 2000 and 208ad a rebate of € 17 million for 1999.

The principal amount in question, which had beeallehged by Endesa, S.A., is the application oudédns for investments and
domestic double taxation applied in fiscal year83l® 1996, which the Spanish Tax Authority is di&ging in accordance with its
understanding that they were applied by SEPI.

Our Brazilian subsidiary Ampla Energia, won an igtion against the Federal Government of Braziliciistated that Ampla Energia
was not obliged to pay th@ontribui¢do para o Financiamento da Seguridadei&@dqcontributions to the social security system). Tthisis
based on revenues earned from the provision ofreElgwer services. The Court of Appeal reaffirntled prior court’s decision and stated it
was final and in 1997 the Federal Government okiBlaought an “Acao Rescisoria”. This is a speciaim that allows the Court to nullify
the prior final judgment and retry the case. Th@ant in dispute is approximately € 195 million.

In addition, in 2005, the Brazilian Tax Authoritptified Ampla Energia of a tax assessment of € m@lion that had been appealed.
Such Authority does not believe that the speciatégime applies to interest earned by subscribkasfixed rate notes issuance by Ampla
Energia in 1998.
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Ampla is party to many other tax proceedings fatouss taxes and other contingencies, totaling apprately € 150 million.

In 2006, the Brazilian Tax Authority questioned thustoms classification and tax rate at which Eadestaleza was assessed for the
importation of equipment. The contingency, whiclplags the Import Tax and the Tax on ManufacturestBcts to assets, amounts to
approximately € 41 million. The proceeding is belrggard at the first administrative instance.

Public Emergency and Regime Reform Law 25561, edaoy the Argentine authorities on January 6, 28&]jered void certain
conditions of the concession agreement of our didryi Edesur. Law 25561 also required public sergicncession agreements to be
renegotiated within a reasonable period of timerater to adapt them to the new regime.

Edesur did not renegotiate the agreement, promgsraprporate stockholders, certain Chilean subses of Endesa, to file a request
arbitration in 2004 pursuant to the Treaty on thenfbtion and Protection of Chilean and Argentinkarestments with the International
Center for the Settlement of Investment Disput€S(D). The arbitration in defense of Edesur’s shalders’ rights is suspended as of the
date of this annual report. On February 15, 2006 parties negotiated an agreement which, if utehgaapproved by the Argentine parliam
and the Argentine government, could, if certainditons are met, lead to Edesur’s being allowerksume its electricity distribution
activities in the future.

In October 1997, the Chilean Securities and Exca&@uperintendent (“SVS”) imposed a fine on Elesé. St the time a wholly owned
subsidiary of Endesa Internacional, S.A. (now owbgdnersis S.A., and merged with Chilectra S.éf)JF 100,000 (US$ 3.5 million) for
the alleged use of privileged information pursuantClause Six of the strategic alliance signed \Eitlersis in August of that year. Elesur filed
a claim against that fine, and in November 200@s&ihstance ruling was handed down, admitting thexcland dismissing the fine. The S
appealed and on June 6, 2006, the Santiago CoAppdals overturned the first-instance ruling, andsequently reinstated the fine. Elesur
has filed appeals on grounds and merit before tipeeBne Court, which will be resolved by the Supré&wert in July of 2007. In the event
the Supreme Court does not admit the appeals amaldgothe fine applied by the SVS, we believe tili@sted amount payable would be
approximately US$10,000,000.

On April 4, 2006, the Madrid Commercial Court Nae3olved, at Endesa’s request, to temporarilyeusisas Natural SDG's public
tender offer for 100% of Endesa’s capital stocld also to suspend the effectiveness of a contetetden Gas Natural and Iberdrola, S.A. In
a ruling dated January 15, 2007, the Provinciali@uck of Madrid admitted the appeal filed by Gasuki and revoked the temporary
suspension granted by Madrid Commercial Court N&wWsuant to the Law of Civil Judgment, Endesaqmied a bond for the damages or
losses that might be incurred by companies affelosyetthe suspension. The amount of the bond postedéad billion, although neither the
bond nor its amount will determine nor be to th&ideent of the existence or quantity of any damagdssses that could be derived from 1
process.

By decree dated April 28, 2006, the Supreme Cayrded to suspend the Council of Ministeagreement of February 3, 2006 approv
under certain conditions, the merger that wouldltdsom Gas Natural’s public tender offer for 10@fcEndesa’s capital stock. On
November 17, 2006, Endesa filed a request firgthhafnendment and, secondly, lifting of the temppraeasure, and by decree da
January 15, 2007, the Supreme Court resolvedttthéfsuspension. For its part, Endesa presentedtansion of the bond presented to
Madrid Commercial Court No. 3 for damages or logeas might be incurred by the companies affectethb suspension, although neither
the bond nor its amount will determine nor be ® dietriment of the existence or quantity of any dges or losses that could be derived from
this process.
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Our Board of Directors believes that the provisicesorded in our consolidated balance sheet afeisut to cover probable or certain
liabilities in connection with current litigatioarbitration proceedings and other transactionsritestabove. In light of the nature of the risks
covered by these provisions, it is not possibldetermine with certainty our future liabilities witespect to these or other matters.

There are no other legal proceedings to which weagrarty that are material to us. However, at Bbes 31, 2006, we had a total
provision of € 4,442 million, of which € 1,994 nidlh relates to coverage for future liabilities tethto our restructuring plans carried out as a
consequence of the transition to a more competitigeket, principally liabilities relating to thertaination of certain categories of employe
and € 808 million relates to coverage of pensiorsamilar obligations. Of the remaining amouni,, 284 million of the provision relates to
other provisions, including litigation and termiiwat benefits, and € 356 million relates to facilifpsure costs.

Dividend Policy

As in previous years, we expect to declare animtdividend and a final dividend. The interim digitl is normally paid on the first
business day of the year, following approval byBeard of Directors. The final dividend is normatigid on the first business day of July,
following approval by the shareholders of our ficiahstatements and management report at our geanegding of shareholders, which is
required to be held during the first half of theye

We expect to apply a dividend policy that gives maxn priority to returns for our shareholders thghuhe following criteria, provided
that our financial figures enable application a§tholicy: growth of 12% in the dividend with a cha to ordinary activities and distribution
100% of the gains obtained on the divestment ofstoategic assets.

Payment of a total gross dividend of € 1.64 peresbat of the net income for 2006 will be propofmdapproval at the Annual General
Meeting to be held on June 20, 2007, resultingtimtal dividend of €1,736 million. This payment is in line with the apped dividend policy
as it includes the total net gains obtained in 20086he sale of non-strategic assets, which total8é3 million. The dividend proposed, after
discounting the component derived from the netgjaimasset sales in 2006 and 2005, is 12% higharthat paid out of the net income for
2005.

The following table sets forth the interim, finadchtotal dividends paid by Endesa per ordinaryesirarespect of each year indicated.

euros per ordinary share
% Increase /
(decrease) from

Year Ended December 31 Interim Final Total prior year
2002 0.264C 0.418t 0.682% 0.0%
2003 0.264C 0.439C 0.703C 3.0%
2004 0.272C 0.466z 0.738Z 5.0%
2005 0.305C 2.095C 2.400C 225.1%
2006 0.500C 1.140C 1.640C (31.7%

Our rate of income distribution was 58.5% in 200épared with 79.9% in 2005.

Dividends payable by Endesa to holders of our @amjishares or ADSs not residing in Spain for tapppses and not operating throug
permanent establishment in Spain are subject taiSpavithholding tax at the rate of 18%, subjeataduction pursuant to applicable tax
treaties. See “Item 10. Additional Information—T#sa—Spanish Tax Considerations—Taxation of Divid&h
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ITEM 9. THE OFFER AND LISTING
A. OFFER AND LISTING DETAILS

Market Price Information

Endesa’s ordinary shares are currently listed erSgpanish stock exchanges in Madrid, Bilbao, Bar@hnd Valencia (“Spanish stock
exchanges”) and are traded on the Automated Qoat&ystem of the Spanish stock exchanges. Eralesdinary shares are also listed on
Santiago Off Shore Stock Exchange in Chile.

Endesa’s ADSs representing ordinary shares of Enaeslisted on the New York Stock Exchange. EauteBa ADS represents one
ordinary share of Endesa. Effective on May 18, 2@l@bank, N.A. became Endesa’s depositary isstliegADRs evidencing the Endesa
ADSs. Endesa’s ticker symbol on the New York StBgkhange is “ELE".
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The table below sets forth, for the periods indidathe reported high and low closing sales ppegEndesa ADS on the New York
Stock Exchange.

Per ADS
High Low
(in U.S. dollars)
2002 15.84 8.77
2003:

First Quartel 12.85 11.24

Second Quarte 17.1z 12.54

Third Quartel 16.4Z2 15.3¢

Fourth Quarte 19.1C 15.4:Z

2004:

First Quartel 20.44 17.2¢

Second Quarte 19.6C 17.31

Third Quartel 19.3¢ 17.9t

Fourth Quarte 23.51 19.0¢

2005:;

First Quartel 23.4C 21.8t

Second Quarte 229z 21.65

Third Quartel 26.9C 21.9¢

Fourth Quarte 28.2€ 24.0¢

2006:

First Quartel 33.64 26.3C

Second Quarte 343z 30.9:

Third Quartel 44.4C 30.2:

Fourth Quarte 47.7¢  42.44
Month ended October & 44,08  42.44
Month ended November : 46.7€ 44.1F
Month ended December ! 47.7¢  45.8¢

2007:

First Quartel 53.8¢ 45.7%
Month ended January 50.4¢ 45.7t
Month ended February - 50.75  48.9C
Month ended March 3 53.8¢ 49.1C

Second Quarter (through May 31, 20 54.9¢ 53.3:
Month ended April 3( 54.9¢ 53.3:
Month ended May 3 548 53.61

At December 31, 2006, approximately 1.17% of odliraary shares were held in the form of ADSs by h@Rlers of record. The number
of ADSs outstanding was 15,952,756 at Decembe2@06, consisting of 12,361,194 ADSs backed by amgishares and 3,591,562 ADS:
the depositary’s inventory at DTC, which are AD®&ptkby the depository after they are cancellededorie they are issued and are not
negotiable.

Since September 2005, on seven separate occasdirgytin our ordinary shares on the Spanish stackanges was suspended for a
portion of the trading day.
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The table below sets forth, for the periods indidathe reported high and low closing sales ppegsEEndesa ordinary share on the
Automated Quotation System, which is the principatket for the ordinary shares. Such prices haae la¢en translated into dollars at the
Noon Buying Rate on the respective dates of sudtagjons. Se“ltem 3. Key Information—Selected Financial Data—eBange Rates”
regarding exchange rates applicable during thegdsset forth below.

Per Ordinary Share Per Ordinary Share
High Low High Low
(in euros) (in U.S. dollars)
2002 17.8€ 8.95 15.5t 8.78
2003:

First Quartel 12.0t 10.04 12.74 11.07

Second Quarte 14.8¢ 11.4€ 17.2¢ 12.5C

Third Quartel 14.52 13.27 16.1F 15.4€

Fourth Quarte 15.34 13.0€ 19.0: 15.42

2004:

First Quartel 16.1¢ 14.01 19.9¢ 18.3¢

Second Quarte 16.0€ 14.4€ 18.9¢ 18.0&

Third Quartel 15.6¢ 1457 19.47 18.0¢

Fourth Quarte 17.2¢ 15.27 23.41 20.67

2005:

First Quartel 18.0% 16.74 15.24 14.13

Second Quarte 19.41 16.6 16.3¢ 14.04

Third Quartel 22.3C 17.9¢ 18.82 15.1€

Fourth Quarte 22.7¢ 20.2C 19.2¢ 17.0t

2006:

First Quartel 28.3t 21.7C 33.8¢ 26.3€

Second Quarte 27.2C 25.44 34.7¢€ 32.51

Third Quartel 35.0C 24.0z 44.4C 30.47

Fourth Quarte 36.2¢ 33.15  48.07 42.34
Month ended October & 34.74 33.15  44.37 42.34
Month ended November @ 36.2¢ 34.65 48.07 45,9t
Month ended December . 35.9t 35.0C 47.44 46.1¢

2007:

First Quartel 40.5E 35.21 54.2¢ 45.7%
Month ended January < 39.0C 35.21 50.6t 45.73
Month ended February - 39.04 37.85 51.6t 50.41
Month ended March 3 40.5E 37.67 54.2: 50.3€

Second Quarter (through May 31, 20 40.64 40.0C 55.51 53.8¢
Month ended April 3( 40.64 40.0C 55.51 54.64
Month ended May 3 40.34 40.01 54.81 53.8¢

B. PLAN OF DISTRIBUTION
Not applicable.
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C. MARKETS
Spanish Securities Market

The Spanish securities market for equity secur{ties “Spanish stock exchanges”) consists of thie $tock exchanges located in
Madrid, Barcelona, Bilbao and Valencia (the “loeathanges”), the majority of the transactions oictvlare conducted through the
Automated Quotation Systens{stema de Interconexion Burséatil Espafi¢iS.l.B.E.”).

At December 31, 2006, there were 3,378 comparsedliand traded through the Automated Quotatiote8ysncluding théVlercado
Continuo(139), the “Corros” markets (800), the Alternative Stock Exchange kéai(2,405) and Latibex (34). The total market taj@ation
of these companies at December 31, 2006, was apgpately € 1,134 billion (US$1,497 billion) and theéported trading volume for the year
ended December 31, 2006 was € 1,151 billion (USELLSllion).

Automated Quotation System

In April 1989, the Spanish stock exchanges begamptement the Automated Quotation System, a systecomputer-based trading of
securities that connects the four Spanish stockanges. During 2003, the Automated Quotation Systectounted for the majority of the
total trading volume of equity securities on the@iph stock exchanges. The remaining transactimmviing only the local exchanges, and
not the Automated Quotation System, were carridcdbouhe local stock exchanges.

The Automated Quotation System provides those geulisted on it with a uniform continuous markieat eliminates certain of the
differences among the local exchanges. The prihfdadure of the system is the computerized matcbinbuy and sell orders at the time of
entry of the order. Each order is executed as asanmatching order is entered, but can be modifi@&nceled until executed. The activit
the market can be continuously monitored by invasémd brokers. The Automated Quotation Systemidsegl and regulated [Sociedad de
Bolsas, S.A.(the “Sociedad de Bolsd}. All trades on the Automated Quotation Systenstrhe placed through a brokerage firm, an official
stock broker, a dealer firm or a credit entity tisad member of a Spanish stock exchange.

In a pre-opening session held from 8:30 a.m. t0 &:n. each trading day, an opening price is dstadd for each security traded on the
Automated Quotation System based on a real-timeaauin which orders can be entered, modified ercedled but are not executed. During
this pre-opening session, the system continuouspiay/s the price at which orders would be execiftedding were to begin. Market
participants only receive information relating e tauction price (if applicable) and trading volupgemitted at the current bid and offer pr
If an auction price does not exist, the best bid affer price, and associated volumes, are sholwa.aliction terminates with a random period
of 30 seconds in which share allocation takes pldagl the allocation process has finished, ordensnot be entered, modified or cancelled.
In exceptional circumstances (including the inaasbf new securities on the Automated Quotatiorte3y$ and after giving notice to the
CNMV, theSociedad de Bolsasay establish an opening price without regard éordierence price (the previous trading day’s olggirice),
alter the price range for permitted orders wittpees to the reference price or modify the referguroee.

The computerized trading hours are from 9:00 aon3:30 p.m. During the trading session, the tragirige of a security is permitted to
vary up to a maximum so-called “static” range & teference price, provided that the trading pigcesach trade of such security is not
permitted to vary in excess of a maximum so-cditBeshamic” range with respect to the trading price of the irdiaely preceding trade of t
same security. If, during the trading session glexist matching bid and ask orders over a secwittyin the computerized system which
exceed any of the above “static” and “dynamic” m&grading on the security is automatically sudpdrand a new auction is held where a
new reference price is set, and
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the “static” and “dynamic” ranges will apply ovearch reference price. The “static” and “dynamic”gas applicable to each particular
security are set up and reviewed periodically l®/3bciedad de Bolsas

Between 5:30 p.m. and 8:00 p.m., trades may oaatside the computerized matching system withouwr@uthorization of th&ociedac
de Bolsas at a price within the range of 5% above the higli¢he average price and closing price for the alad 5% below the lower of the
average price and closing price for the day, iféhere no outstanding bids or offers, as the caseb®, on the system matching or bettering
the terms of the proposed off-system transactiod,iaithe trade involves more than € 300,000 andentitan 20% of the average daily trading
volume of the stock during the preceding three m@nThese trades must also relate to individuarsréfom the same person or entity an
reported to th&ociedad de Bolsdsefore 8:00 p.m. At any time trades may take p(agd#h the prior authorization of theociedad de Bolsgs
at any price if:

 the trade involves more than € 1.5 million and ntben 40% of the average daily trading volume efstock during the preceding
three months;

« the transaction relates to a merger or spin-o#f i§ted company;
» the transaction relates to the reorganizationgroaip of companies;
« the transaction is executed for the purpose dlirsgtitigation or completing a complex set of caatts; or

« if the Sociedad de Bolsdsds another appropriate cause.

Information with respect to computerized tradesvieen 9:00 a.m. and 5:30 p.m. is made public imntelgiaand information with
respect to trades outside the computerized matdyistgm is reported to tt8ociedad de Bolsdsy the end of the trading day and publishe
the Boletin de Cotizaciofthe “Stock Exchange Official Gazette”) and on tenputer system by the beginning of the next trgudiay.

Clearance and Settlement System

Transactions carried out on the Spanish stock exgdmare cleared and settled through Ibercleaf' @beurities Clearing and Settlement
Service”). Only members of the system are entiitedse it, and membership is restricted to autledrinembers of the Spanish stock
exchanges, the Bank of Spain (when an agreememipagd by the Spanish Ministry of Economy, is reattvith Iberclear) and, with the
approval of the CNMV, other brokers not memberthefSpanish stock exchanges, banks, savings badkeeign settlement and clearing
systems. Iberclear is owned Bglsas y Mercados Esparioles, Sociedad Holding deades y Sistemas Financieros, S®panish
Exchanges and Markets, Holding Company of MarketsFinancial Systems, S.A.), a holding company tviiclds a 100% interest in each
of the Spanish official secondary markets andesattht systems. The clearance and settlement sgstgrits members are responsible for
maintaining records of purchases and sales unddydbk-entry system. Shares of listed Spanish corepare held in book-entry form.
Iberclear, which manages the clearance and setilesygstem, maintains a registry reflecting the nemdd shares held by each of its member
entities on its own behalf as well as the numbeshaires held on behalf of third parties. Each menab#ty, in turn, maintains a registry of -
owners of such shares. Spanish law considers gia¢ devner of the shares to be:

« the member entity appearing in the records of lkarcas holding the relevant shares in its own name

 the investor appearing in the records of the merahsty as holding the shares.
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Iberclear has approved regulations introducingstivealled “T+3 Settlement Systery which the settlement of any transactions mu
made within three business days following the datevhich the transaction was carried out.

Obtaining legal title to shares of a company listeda Spanish stock exchange requires the patimmpaf an official Spanish
stockbroker, broker-dealer or other entity authedtimnder Spanish law to record the transfer ofeshdro evidence title to shares, at the
owner’s request the relevant member entity muskisscertificate of ownership. If the owner is amber entity, Iberclear is in charge of the
issuance of the certificate with respect to theeshheld in the member entity’s name. However, Spamaw 24/1988, as amended by Law
37/1998, which implements a European Union diregtallows, in specified circumstances, for thegfanof ownership of shares of a
company listed on a Spanish stock exchange witbmuiplying with one or more of the requirements désd above, though secondary
legislation required to implement this law in Sphas not been enacted as of this date.

Brokerage commissions are not regulated. Brokees fto the extent charged, will apply upon transféitle of shares from Citibank,
N.A. (the“depositary”) to a holder of American Depositaryd@pts (“ADRs”) in exchange for such American Deatary Shares (“ADSs”),
and upon any later sale of such shares by suckehdidansfers of ADSs do not require the partiégrabf an official stockbroker. The
Deposit Agreement, as amended and restated asyf8]&2000 (the “Deposit Agreement”), provides thalders depositing shares with the
Depositary in exchange for ADSs or withdrawing sisain exchange for ADSs will pay the fees of theciadl stockbroker or other person or
entity authorized under Spanish law applicable botsuch holder and to the Depositary.

Securities Market Legislation

The Securities Markets Act was enacted in 1988 thi¢ghpurpose of reforming the organization and stigien of the Spanish securities
markets. This legislation and the regulation impatng it:

» established an independent regulatory authorityGNMYV, to supervise the securities markets;
» established a framework for the regulation of tngddractices, tender offers and insider trading;
* required stock exchange members to be corporaiteesnt

* required companies listed on a Spanish stock exghtnfile annual audited financial statementstamtiake public quarterly
financial information;

« established the legal framework for the Automatedt@tion System;

« exempted the sale of securities from transfer aidevadded taxes;

« deregulated brokerage commissions; and

» provided for transfer of shares by book-entry odkiivery of evidence of title.

On February 14, 1992, Royal Decree No. 116/92 bskedul the clearance and settlement system anabibleentry system, and required
that all companies listed on a Spanish stock exghadopt the book-entry system.

In November 1998, the Securities Markets Act wasrahed by Law 37/1998, which implements two EU dives into Spanish law. Ti
first is Directive 93/22/EC, relating to investmesatrvices in securities, which was later amendeDibgctive 95/26/EC of the European
Parliament and Council. The second is Directivé®AC of the European Parliament and Council, redgtd investor compensation systems.

The first directive modifies the Securities Markats by introducing the principle of “community pamort” or “single license” pursuant
to which a services company authorized by a MerfSbate of the European Union can provide investraentices and related activities in
Spain by offering its services or
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establishing itself as a branch. This modificagi@mmits the direct admission of certain entitigs e stock exchange area. The second
directive enlarges the scope of the Securities Btarkct by extending the controls applicable toatidple instruments to a broader list of
financial instruments, such as financial excharg@racts, swaps, options, futures or installmerdricial contracts.

Other modifications under Law 37/1998 include:

* revocation of the Sociedades and Agencias de V&lorenopoly in keeping the book-entry records f@ securities not admitted for
trading on official markets;

« consideration of the secondary official marketseagilated markets, and amendments to the requitsrfamadmission and exclusion
of securities for trading on official secondary keds;

< amendment to the rules granting access to theatapitck of governing companies of stock exchanges;
* new regulation of several aspects concerning tlemiSh Government Securities Market;
« delimiting the functions and conditions under whilctiestment companies can operate in the markets;

« incorporation of the Investments Guarantee Furatder to indemnify investors in cases where insatyeand bankruptcy
proceedings of investment services companies mageczash or securities conferred to them by arstovéo become unavailable;

* increase of the CNMV'’s inspection, sanctioning aogervisory powers; and

» several amendments to different laws such as iekSTompanies Act, the Companies Tax Act and tHe€ive Investment
Institutions Act.

As a necessary response to the challenges resfritimgthe globalization of the financial marketsg Law 44/2002 [Ley de Medidas de
Reforma del Sistema Financie) has been passed in order to update the curremistpfinancial legislation by, among other issa@sending
the Securities Markets Act. The main objectivethefreform are (i) to facilitate the integrationtbé financial markets; (ii) to increase their
transparency and competitiveness; and (iii) to anbaonsumer protection in the financial servieztcs.

One of the main objectives of the reform is inciiegsnarket transparency and efficiency in the ptida of investors through the
improvement of the accuracy and reliability of cangte disclosures made pursuant to securities lasided amongst such public
disclosures are accounting and financial statensrdsaudit reports. In this regard, in respongbdeaecently publicized international
scandals and in line with the Sarbanes-Oxley Ath@United States, the new reform has seizedphertunity to update the regulation of
audit activities in Spain and, in particular, tgpose the obligation on all Spanish-listed compatuaseate an Audit Committee. The reform
also deals specifically with the disclosure of sactions with related parties (both individuals antporations) where conflicts of interest r
arise.

In response to the public’'s growing intoleranceifsider-dealing and information abuses (and tHeaiuprofits resulting therefrom), the
provisions applicable to these matters have also bedated, particularly with regard to transadiafith related parties (both individuals and
corporations) where conflicts of interest may arise

Regarding disclosure obligations the reform setthfthat information will be deemed “relevant” fifet disclosure of such information
(i) may reasonably have a foreseeable effect oriraugstor with regard to the purchase or transfeegurities or financial instruments; and
(i) consequently, may significantly alter the metririce of such securities or financial instrunsetherefore, information must reasonably
affect the decisions made by an investor with ganaofessional knowledge and have a certain degfree
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specificity in order to have an impact on an inwemtt decision. Relevant information should be dsetl to the market as soon as possible by
filing a written prior notice with the CNMV and byieans of a public disclosure on the Internet webgif the issuers of the negotiable
securities involved. The length of the period dgnivhich the relevant information must be publisbedhe Internet websites shall be
determined by the CNMV.

In this regard, it should be noted that the pryocibnferred upon the CNMV implies that issuerseaxfigities intending to distribute any
material information to financial analysts, institunal investors, or the media, must previouslyehprovided such information to the CNMV
for the purposes of registering it as a relevact faecho relevantg In addition, and according to the full disclasyrinciple, it should be
noted that any relevant fact or relevant infornmatiisclosed must be accurate, complete, relialdeahen appropriate, quantified, in orde
avoid misleading or false news which may distoet phice of the relevant securities.

Notwithstanding the above, should the relevantassi securities consider that the disclosure dieni@ information may affect its
legitimate interests, it may immediately requestrfrthe CNMV the discharge of its disclosure obligat The CNMV may exempt the issuer
from the aforementioned obligations if it considivat such disclosure may cause serious detrimehgtrelevant issuer, provided that the
non-disclosure of the material information is uslikto mislead the public with regard to esseritiats and circumstances, the knowledge of
which is essential to evaluate the relevant seearit

In order to prevent any leaking of information thady result in insider-dealing, and to safeguaeddbnfidentiality of the information
until the CNMV discloses it to the public, the refoimposes certain obligations on issuers durirgatteliminary operations and negotiations
prior to any legal or financial transaction, sushamong others: (i) limiting the number of indiwvéds dealing with the relevant information;
(i) informing them about their confidentiality des; (iii) maintaining a duly updated register lo€ tpersons having access to the relevant
information and the dates on which they had suckss; and (iv) supervising the evolution of thekatprice of their securities.

The reform also sets forth a set of rules regardisgle information and adopts certain measurethfopurposes of increasing market
efficiency and transparency with regard to investnanalysts and entities rendering investment sesvor giving advice in connection with
investments in the securities markets. It has ns@gtgficant amendments to strengthen the ruleonéiact within the securities market.

Trading by Endesa and Its Subsidiaries in Endesa Q@linary Shares

The Spanish Corporations Law dated December 22 (t88 “Spanish Corporations Law”), prohibits theghase by Endesa and its
subsidiaries of Endesa ordinary shares in the skagmmarket except in limited circumstances. Suphrahase of ordinary shares must be
authorized by the general meeting of stockholdéEnalesa and, in the case of a purchase of Enadssapy shares by a subsidiary of End
also by a general meeting of shareholders of theidiary. The ordinary shares so purchased hawzooomic or voting rights while held by
the Endesa Group and have no voting rights while by Endesa’s subsidiaries. The purchaser muatereserves equal to the purchase
price of any Endesa ordinary shares that are psechand, if a subsidiary is the acquirer, the ¥esemust also be recorded by the parent
company. The total number of Endesa ordinary shaekkby Endesa and its subsidiaries may not exs&edf the total capital of the Endesa
Group. At December 31, 2006, as well as Decembg2@15, the balance of our owned ordinary sharesageo. See Note 13.1 to our
consolidated financial statements for informatielating to transactions by Endesa in its own omgirshares.

Royal Decree 377/1991 on the Reporting of Relettdings and Acquisition of Treasury Stock providieat any holding of its own
equity stock by a company or by its affiliates dingal% or more of the capital stock must be regebto the CNMV within seven business
days.
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D. SELLING SHAREHOLDERS
Not applicable.

E. DILUTION
Not applicable.

F. EXPENSES OF THE ISSUE
Not applicable.

ITEM 10. ADDITIONAL INFORMATION
A. SHARE CAPITAL
Not applicable.

B. MEMORANDUM AND ARTICLES OF ASSOCIATION

The following summary of the current terms of tlapital stock of Endesa is not meant to be completeis qualified by reference to ¢
bylaws (estatutos.

Set forth below is condensed information concertirggordinary shares and a summary of certain pi@vs of our bylaws in effect at
the date hereof and of certain requirements of Spdaw. This summary contains all material infotima concerning the Endesa ordinary
shares but does not purport to be complete. Refesato provisions of the bylaws are qualified ieitlentirety by reference to the bylaws
which have been filed as an exhibit to this anmepbrt.

General

The issued capital of Endesa at December 31, 2@368w.,270,502,540.40 divided into a single sarids058,752,117 ordinary shares
in book-entry form, with a nominal value of € 1.2&ch. All of the ordinary shares are fully paid aont-assessable. Non-residents of Spain
may hold and vote ordinary shares subject to thgicdons set forth under “Exchange Controls—Fgmeinvestment and Exchange Control
Regulations”.

We are registered with the Commercial Registry afkid (Spain). Our registration number at the ComuiaéRegistry of Madrid is
volume 323, folio 1, page 6,405. Our business divjecas described in Article 2 of the ArticlesAdsociation, consists of:

» various commercial and industrial activities in #lectricity business sector;
« the exploitation of all types of primary energycesces;
» the rendering of industrial services, especiallggemmunications, water and gas services; and

« the management of the business group, composdwdiwldings in other companies.

Directors

All members of the Board of Directors are electgdbr shareholders at the annual general meetishareholders to serve four-year
terms. After the initial four-year term, they mag te-elected for periods of an equal term, satkarcase of external directors (“typeib"our
bylaws), who may only be re-elected for one addalsecond term.
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The articles of association provide that no pexsger the age of 70 may be appointed to the BoaRirefctors. The age limit for the
position of Chief Executive Officer is 65, but tB&0O may thereafter continue to serve as a director.

Dividend and Liquidation Rights

Our Board of Directors has normally declared aarint dividend in the fourth quarter of each yeayment of final dividends is
proposed by our Board of Directors and must beaizd by the shareholders at the annual generalinge Holders of newly-issued
ordinary shares participate in such dividends &mheyear from the date agreed by the general sbldiexs’ meeting. According to the Span
corporations law and our bylaws, dividends may &id put of profits or distributable reserves orilgl) the value of our net worth is not, and
as a result of distribution would not be, smalleart the capital stock and (2) the amount of digteble reserves is equal to or greater than the
amount of any pending amortization of start-up sos¢rtain research and development expenses adavilo Pursuant to the Deposit
Agreement with Citibank, N.A., as depositary, undéich ADSs are issued, the depositary will recaireh dividends with respect to
ordinary shares underlying the ADSs.

The right to a dividend lapses and reverts to itssfnot claimed within five years after it becesndue.

Upon a liquidation of Endesa, stockholders woulabttled to receive pro rata any assets remaiaftey the payment of our debts and
taxes and expenses of the liquidation.

Legal Reserve

Under Spanish law, Endesa is required to allocd¥% &f each fiscal year’s profit to a legal resemugjl such reserve reaches at least
20% of Endesa’s capital stock. The legal reserve omdy be allocated to offset losses if there akather available reserves sufficient for
this purpose. Endesa’s legal reserve currently sribét 20% requirement.

General Meetings

Our annual general meeting of shareholders is redio be held in Madrid within the first six moatbf each fiscal year on a date fixed
by our Board of Directors. Extraordinary meetingsyrbe called from time to time by our Board of Ries whenever deemed appropriate or
at the request of shareholders representing 5%eoftitstanding share capital. Notices of all mgstere published in the Commercial
Registry's Official Gazette and in one of the newspaperh witarge circulation in the Madrid area at le@stl8ys before the date fixed for
meeting or at least one month before the date fisethe meeting if the agenda includes a propasating to a merger or split-up.

Attendance and Voting at General Stockholders’ Meéhgs

Record holders of at least 50 Endesa ordinary shraey attend general shareholders’ meetings. Holafdess than 50 Endesa ordinary
shares may join other shareholders in order to hpldggregate of at least 50 Endesa ordinary shatkmay then appoint a representative to
attend the meeting and vote their ordinary sh&esy holders of record of ordinary shares may alttédre meeting.

The general shareholders’ meeting held on Aprda04 approved certain amendments to our bylawkjding a revised Article 33
(Right to Information) and a new Article 8@s (Voting and proxies through electronic communiaasio the latter of which responds to the
requirement to adopt our bylaws to certain chamggsired by applicable Spanish legislation designdchprove corporate transparency and
provide shareholders with additional manners of@sing their rights to vote their shares.
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Proxies may be given only to individuals actingtirir individual capacity or to legal entities, mbe in writing and are valid only for a
single meeting. A proxy may be revoked by writtetice to Endesa prior to the meeting or by attenddiy the shareholders at the meeting.

Only holders of ordinary shares

« duly registered in the corresponding book-entrypréat least five days prior to the day on whiaheeting is scheduled to be held in
the manner provided for in the notice with resged¢he meeting; and

« holding the corresponding cardafjeta de asistencigiissued by the relevant entity which maintainsrds under the book-entry
system (See “—Registration and Transfers”).

may attend and vote at the meeting.

Subject to the above, the depositary (or its nosjiieentitled to vote the ordinary shares undegythe ADSs. The deposit agreement
requires the depositary (or its nominee) to aceepihg instructions from holders of ADRs and to ext such instructions to the extent
permitted by law.

In accordance with Spanish law, our bylaws protida the quorum requirement for shareholders’ mgstis that established by law,
which in turn provides that, on first call, a dalgnstituted ordinary or extraordinary general ntegtif shareholders requires the presence in
person or by proxy of shareholders representingast 25% of the paid-in capital of Endesa. On sédaall there is no quorum requirement.
Consideration of such extraordinary matters as fiwadions of our bylaws including changes in ouarghcapital, bond issuances, merger,
split-up, dissolution or changes in corporate foemuires on first call the presence in person optoxy of shareholders representing at least
50% of the paid-in capital of Endesa, and on seaafidhe presence in person or by proxy of shddsne representing at least 25% of the
paid-in capital. If on this second call, the shatdbrs present in person or by proxy representtless 50% of the paid-in capital, the
resolutions relating to extraordinary matters mayatopted only with the vote of shareholders regrisg two-thirds of the capital present or
represented at such meeting. A resolution reldtiran amendment to limit voting rights requires dfffemative vote of a majority of the
outstanding capital entitled to vote at both fastl second call.

Resolutions at general meetings are in all othees@assed by a simple majority of the votes trageneral, resolutions passed by a
general meeting are binding upon all shareholdersertain circumstances (such as change in caigprapose or certain changes in
corporate form), Spanish law gives dissenting @eabshareholders the right to have their ordishares redeemed by Endesa at prices
determined in accordance with established formulae.

Ordinary shares held by Endesa or subsidiariesidéEa are counted for purposes of determining gu®although they have no vote.

At the general meeting of shareholders of May B88] the shareholders passed a resolution totlimitoting rights attaching to the
ordinary shares such that the shareholders shadl the right to one vote for each ordinary share&lvthey own or represent, except that no
shareholder may exercise a number of votes whichezs the number of votes which corresponds todft#te total capital stock with votir
rights existing from time to time even though thenber of ordinary shares held by such sharehokimrezls 10% of the capital stock of
Endesa. This limitation applies to the number désaast by any two shareholding companies whitdnigeo the same group of companies
or to any two or more shareholding companies whighcontrolled by any one shareholder, whetheottimary shares held by such
companies are issued jointly or separately. Ireggitthe limitations on voting rights, all of thedinary shares belonging to one holder, or to
one group of companies or to one person and th@anims which such person controls will be incluttegether for the purpose of
establishing whether a quorum is present
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for the carrying on of business at any generaledi@ders’ meeting. Modification or removal of suichitations requires a favorable vote of
more than 50% of the outstanding capital stockhefdompany.

Registration and Transfers

Our ordinary shares are in book-entry form. Ordjredrares are indivisible. Co-owners of one ordirsdrgre must designate a single
person to exercise their shareholdeights, but they shall be jointly and severallyl&to Endesa for all the obligations relatingheit status
as shareholders.

Iberclear, which manages the clearance and settiesygstem of the Spanish stock exchanges, maingaiegistry reflecting the number
of ordinary shares held by each of its memberiestias well as the amount of such shares helebalbof beneficial owners. Each member
entity, in turn, maintains a registry of the ownefsuch shares.

Transfers of ordinary shares quoted on a Spanisk gixchange must be made through or with theqgiaation of a member of a Span
stock exchange that is an authorized broker oredé&ociedad o Agencia de Valorely book-entry registry.
Duty to Notify the Government of Certain Transacticns and Resolutions

The acquisition of Endesa stock is, in certain sasebject to the prior administration authorizatiegime by the CNE.

Reporting Requirements

Because Endesa ordinary shares are listed on asBack exchange, agreements with respect tadteisition or disposition of
Endesas ordinary shares must be reported within seveméss days of the acquisition or disposal to EndégaCNMV, the relevant Span
stock exchanges and, where the person or grougtieffehe transaction is a n@panish resident, the Spanish Registry of Foreigadtmen
where:

* inthe case of an acquisition, the acquisition ltesn that person or group holding (x) 5% (or seasive multiples thereof) of Endesa’
share capital, or (y) 1% (or successive multipheseof) of Endesa’s share capital if the acquirex person acting on his behalf is a
resident of a “tax haven”; or

« inthe case of a disposal, the disposal resulisdarexisting holding of that person or group td h@low a threshold of (x) 5% (or
successive multiples thereof) of Endesa’s sharigatapr (y) 1% (or successive multiples therebthe person or group or a person
acting on his or its behalf is a resident of a ‘taven”.

Any member of our Board of Directors must reporEtalesa, the CNMV and the relevant Spanish stockanges, any percentage or
number of shares and stock options held at the ¢fnbecoming a member of the board. Endesa’s affinmust report to the CNMV any
acquisition of Endesa’s ordinary shares or optibeach transactions are part of a compensation. pla

Furthermore, any member of our Board of Directararty Member of the Executive Committee of Direatioust similarly report any
acquisition or disposal, regardless of size, ofr@/ shares or stock options.
Withholding Tax on Dividends

Dividends payable by Endesa to holders of ordishares or ADRs not residing in Spain for tax puegasnd not operating through a
permanent establishment in Spain are subject maaiSh
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withholding tax at the rate of 18%, subject to redhn by applicable tax treaties. See “—Taxation-a#8ph Tax Considerations”.

Preemptive Rights

Pursuant to the Spanish corporations law, sharer®lhd holders of convertible bonds have preempights to subscribe for any new
shares issued by Endesa, including ordinary shanesfor bonds convertible into shares. These ppégerights may not be available under
special circumstances if rescinded by a resolytessed at a meeting of shareholders in accordaititéticle 159 of Spanish corporations
law. Further, these preemptive rights, in any ewaniit not be available in the event of an increaseapital to meet the requirements of a
convertible bond issue or a merger in which ordirsdrares are issued as consideration. These prigemghts are transferable, are traded on
the Automated Quotation System of the Spanish stackanges and may be of value to existing shadeh®because the new ordinary sh
may be offered for subscription at prices lowentpeevailing market price. Ordinary shares issuabplen exercise of preemptive rights must
be registered under the U.S. Securities Act of 18832amended, in order to be offered to holdesORs. If Endesa decided not to register
such ordinary shares, the preemptive rights woatdoe distributed to holders of ADRs. Pursuanh®deposit agreement, however, holders
of ADRs are entitled to receive their proportionsitare of proceeds, if any, from the sale by thmsigary of any preemptive rights pertain
to holders of ADRs.

C. MATERIAL CONTRACTS

None.

D. EXCHANGE CONTROLS
Foreign Investment and Exchange Control Regulations

Under present Spanish regulations, foreign investtay transfer invested capital, capital gainsdinidiends out of Spain without
limitation as to amount other than applicable taXd® Spanish stock exchanges and securities nsaakeopen to foreign investors, although
any foreign investment over 50% of the share chpfta Spanish company by an entity resident iaxahtaven requires prior clearance from
the Ministry of Economy. Any other purchase of gsdby a foreign entity or individual only requitbat the Spanish authorities be notifie
such purchase.

E. TAXATION
Material Tax Considerations

The following is a discussion of the material Sgarand U.S. federal income tax consequences tofythe acquisition, ownership and
disposition of the Endesa ADSs or ordinary shares.

This discussion only applies to you if you are adficial owner of Endesa ADSs or ordinary sharebyau are either:
« acitizen or resident of the United States for UeBleral income tax purposes;

e acorporation, or other entity taxable as a cotmmdor U.S. federal income tax purposes, createarganized under the laws of the
United States or any political subdivision theremf;

* an estate or trust the income of which is subjet!.S. federal income tax without regard to itsrseu
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The discussion of Spanish tax consequences belplieapo you only if you are a non-resident of $pand your ownership of Endesa
ADSs or ordinary shares is not effectively conneatéth a permanent establishment or fixed baseairs

You should consult your own tax adviser regardhngparticular tax consequences to you of owningdasgbsing of Endesa ADSs or
ordinary shares, including your eligibility for thenefits of the treaty for the avoidance of doublation between Spain and the United
States (the “Treaty”), the applicability or effexftany special rules to which you may be subjeund, the applicability and effect of state, local,
foreign and other tax laws and possible changéexitaw.

For purposes of the Treaty and for U.S. federadnme tax purposes, United States owners of ADSsgeitkerally be treated as the
owners of the ordinary shares represented by sii®sAAccordingly, no gain or loss will be recogmizEyou exchange ADSs for the
underlying ordinary shares represented by thosesADS

Spanish Tax Considerations

The following discussion describes the materialfBgatax consequences to U.S. persons describedhtwdrthe acquisition, ownership
and disposition of Endesa ADSs or ordinary sharks discussion is based upon the tax laws of Saadhregulations thereunder, which are
subject to change, possibly with retroactive effect

Taxation of Dividends

Under Spanish law, dividends paid by a Spanistdessicompany to a holder of ordinary shares or Ab@gesiding in Spain for tax
purposes and not operating through a permanerilisstaent in Spain are subject to an income takhétd at the source on the gross am
of dividends, currently at an 18% tax rate. Thisr@te could be reduced for holders who are resides country that has entered into a treaty
for the avoidance of double taxation with SpainoPio January 1, 2007, the rate was 15%. In dasd teaty between Spain and United S
applied the tax withheld would be 15%. To benefini the reduced rate of 15%, you must providea(&¢rtificate from the United States
Internal Revenue Service (the “IRS”) that, to tlesttknowledge of the IRS, you are a resident ofshited States; and (2) evidence from the
depositary (if you hold ADSs) or your broker (ifyybold shares) representing that, at the dividexyanent date, you are the beneficial owner
of the ADSs or shares. According to the Order ofil&l8, 2000, to get a direct application of theedty-reduced rate of 15%, the certificate
referred to above must be provided to our depgshiafore the tenth day following the end of the than which the dividends became
payable. Otherwise, you may afterwards obtain anebf the 3% withheld in excess of the 15% ratwigled for the Treaty from the Spanish
tax authorities.

Taxation of Capital Gains

For Spanish tax purposes, income obtained by yara the sale of ADSs or ordinary shares of Endefidbwitreated as capital gains.
Spanish non-resident income tax is currently leatdn 18% tax rate on capital gains obtained lboygmes not residing in Spain for tax
purposes who are not entitled to the benefit of glicable treaty for the avoidance of double tiaxa Prior to January 1, 2007, the rate was
35%.

Notwithstanding the above, capital gains derivednfithe transfer of shares in an official Spanigtoadary stock market by any holder
who is resident in a country that has enteredanteaty for the avoidance of double taxation v@ffain containing an “exchange of
information” clause will be exempt from taxationSpain. Under the Treaty, capital gains realizegdny upon the disposition of ADSs or
ordinary shares will not be taxed in Spain provigled have not held, directly or indirectly, 25%rmore of the capital of Endesa during the
months preceding the disposition of the stock. #¥mirequired to
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establish that you are entitled to this exemptippioviding to the relevant Spanish tax authoriiadRS certificate of residence in the Un
States, together with a Spanish tax form 210.

Spanish Wealth Tax

Individuals not residing in Spain who hold ordinahares or ADSs located in Spain are subject t&gamish wealth tax (Spanish Law
19/1991), which imposes a tax on property locate8pain on the last day of any year. The Spanishuthorities may take the view that all
shares of Spanish corporations and all ADSs reptiegesuch shares are located in Spain for Spaaispurposes. If such a view were to
prevail, non-residents of Spain who held shares@Bs on the last day of any year would be subthé Spanish wealth tax for such year at
marginal rates varying between 0.2% and 2.5% obtlerage market value of such shares or ADSs dtiiméast quarter of such year. In
relation to this tax, the Ministry of Economy anidd&nce will publish the average market value ohssitares for the fourth quarter of the y

Spanish Inheritance and Gift Taxes

Transfers of ordinary shares or ADSs on death gifbyare subject to Spanish inheritance and gies (Spanish Law 29/1987) if the
transferee is a resident in Spain for tax purposei$ the ordinary shares or ADSs are locatedxeresable in Spain at the time of death or
gift, regardless of the residence of the benefjcibr this regard, the Spanish tax authorities mhetgrmine that all shares of Spanish
corporations and all ADSs representing such shaeekcated in Spain for Spanish tax purposes.appiicable tax rate, after applying all
relevant factors, ranges between 0% and 81.6%lividuals.

Gifts granted to corporations non-resident in Spa@subject to Spanish Non-Resident Income Tax d18% tax rate on the fair market
value of the ordinary shares as a capital gaitrRoi January 1, 2007, the rate was 35%. If theedas a U.S. corporation, the exclusions
available under the Treaty described in the sectieaxation of Capital Gains” above will generablg applicable.

Expenses of Transfer

Transfers of ADSs or ordinary shares will be exefrrn any transfer tax or value-added tax. Addiikn no stamp duty will be levied
on such transfers.

United States Tax Considerations
General

The following describes the material U.S. fedemabime tax consequences of the acquisition, owneestd disposition of Endesa ADSs
or ordinary shares by the U.S. persons describegrhé he discussion is based on the tax lawsefihited States, including the Internal
Revenue Code of 1986, as amended (the “Code’lggtslative history, final, temporary and proposegdulations, published rulings and court
decisions, as well as on the Treaty, all as ofitte hereof and all subject to change at any tedaps with retroactive effect.

This discussion deals only with Endesa ADSs ormandi shares held by you as capital assets andndesldress the tax treatment of
persons that are subject to special treatment uhddy.S. income tax laws. Persons subject to apgeatment include, but are not limited to:

* banks, financial institutions, securities dealargraders and insurance companies;
* tax-exempt entities;

¢ investors liable for the alternative minimum tax;
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* investors that hold the Endesa ADSs or ordinaryeshas part of straddles, hedging transactionsmrarsion transactions;

* U.S. holders that have an office or other fixectplaf business or “tax home” outside the UnitedeSta

« persons who own ADSs or ordinary shares indirgbilgugh partnerships or other pass-through entities

« persons whose functional currency is not the UoBadfor U.S. federal income tax purposes;

« persons who acquired Endesa ordinary shares pursutiie exercise of an employee stock option betise as compensation; and
« persons owning directly, indirectly or by attritarti10% or more of any class of stock of Endesa.

Moreover, the effect of any applicable U.S. statiboal tax laws is not discussed herein.

This discussion assumes that we were not a pa&seign investment company (a “PFIC”) for U.S. fealéncome tax purposes for our
2006 taxable year, as described more fully beldws @iscussion also assumes that each obligatitimedDeposit Agreement between us,
Citibank, N.A., as depositary, and all holders oflEsa ADSs and any related agreement will be paediin accordance with its terms and
that the representations made by Citibank, N.Adegmositary, regarding the pre-release of Endes&side true. The U.S. Treasury has
expressed concerns that parties to whom ADSs aresfeased may be taking actions that are incamigtith the claiming of foreign tax
credits. Such actions would also be inconsistettt thie claiming of the reduced rate of tax appliedb dividends received by certain non-
corporate holders, as described below. Accordirtly creditability of Spanish taxes, and the atidlityt of the reduced tax rate for dividends
received by certain non-corporate holders, eaaleasribed below, could be affected by actionsitiet be taken by the parties to whom the
ADSs are pre-released.

Ownership and Disposition of Endesa ADSs or OrdigeBhares
Taxation of Dividends

Distributions (other than certain pro rata disttibos of ordinary shares) paid on ADSs or ordirgrgires out of our current or
accumulated earnings and profits, as determinet #6r federal tax purposes, before reduction fgr@panish income tax withheld by us, \
be taxable to you as foreign source dividend incamgtwill not be eligible for the dividends-receaivéeduction generally allowed to U.S.
corporations. Since we do not maintain calculatioinsur earnings and profits under U.S. federabime tax principles, distributions will
generally be reported to U.S. holders as divide8dbject to applicable limitations and the discmssibove regarding concerns expressed by
the U.S. Treasury, under current law, dividends painoneorporate holders in taxable years beginning befarmiary 1, 2011 will be taxat
at a maximum tax rate of 15%. Napfporate holders should consult their own tax sehg to determine the implications of the rulesrding
this favorable rate in their particular circumstasicThe amount of any distribution of property otifian cash will be the fair market value of
the property on the date of distribution.

You will be required to include dividends paid ure in income in an amount equal to their U.S.atoimount calculated by reference to
the exchange rate in effect on the date the egroemeived. If you hold ordinary shares, divideadsreceived on the date you receive the
distribution. If you hold ADSs, that date is theal&itibank, N.A., receives the dividend. If the@&are not converted into U.S. dollars on the
day they are received, you may be required to mizedgoreign currency gain or loss, which will beSUsource ordinary income or loss, as
case may be, upon a subsequent sale or other iispas the euro.
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Effect of Spanish Withholding Taxes

For U.S. federal income tax purposes, you willdeated as having received the gross amount of migedd, including Spanish taxes
withheld by us, and then as having paid over thahveid taxes to the Spanish taxing authoritiesa Assult, the amount of income included in
gross income for U.S. federal income tax purpogegol in connection with such payments will be geeshan the amount of cash actually
received or receivable by you.

Subject to generally applicable limitations andnieBons that may vary depending upon your circtanses and subject to the discus:
above regarding concerns expressed by the U.Ssdmga/ou will be entitled to a credit against yau6. federal income tax liability for
Spanish income taxes withheld by us at the rateighed by the Treaty. The limitation on foreign taxadigible for credit is calculated
separately for specific classes of income. Thesrgteverning foreign tax credits are complex anergfore, we urge you to consult your tax
adviser to determine whether and to what exteoteidn tax credit would be available to you. Ingteéclaiming a credit, you may, at your
election, deduct such otherwise creditable Spaiss in computing your taxable income, subjecteierally applicable limitations under
U.S. law.

Sale or Exchange

Upon a sale or exchange of Endesa ADSs or ordstaayes, you will recognize capital gain or lossUds. federal income tax purposes
equal to the difference, if any, between the amoealized on the sale or exchange and your adjtaiedasis in the ADSs or ordinary shares.
This gain or loss will be lonterm capital gain or loss if your holding periodtie ADSs or ordinary shares exceeds one yeargairyor los:
generally will be U.S. source gain or loss. Youwddaonsult your own tax adviser about the treatnoéeapital gains, which may be taxed at
lower rates than ordinary income for non-corpotatgayers, and capital losses, the deductibilitwloich may be limited.

Passive Foreign Investment Company Rules

We believe that we were not a PFIC for U.S. fede@me tax purposes for our most recent taxakde. y¢owever, since PFIC status
depends upon the composition of a company’s incantkethe market value of its assets, including, ajathers, equity investments in
various entities, from time to time, there can beassurance that we will not be considered a P&il@riy taxable year. If we were a PFIC for
any taxable year, certain adverse consequenced apply to you.

Backup Withholding and Other Reporting Requirements

Payment of dividends and sales proceeds that ade mighin the United States or through certain Wefated financial intermediaries
generally are subject to information reporting smtéackup withholding unless (i) you are a corporabr other exempt recipient or (i) in the
case of backup withholding, you provide a corragptyer identification number and certify that yaa not subject to backup withholding.
Any amounts withheld under the backup withholdinlps may be refunded (or credited against the akdéwner’'s U.S. federal income tax
liability, if any), provided that the required infoation is furnished to the Internal Revenue Sexvic

F. DIVIDENDS AND PAYING AGENTS
Not applicable.

G. STATEMENTS BY EXPERTS
Not applicable.
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H. DOCUMENTS ON DISPLAY

Endesa files Annual Reports on Form 20-F with tB€ &ind furnishes periodic reports on Form 6-K @ $EC. You may read and copy
any of these reports at the SEC’s public refereaoe in Washington, D.C. Please call the SEC ad@-BECO330 for further information o
the public reference rooms. You may also obtairnemfsrom the SEC’s Internet website at http://wweg.gov.

. SUBSIDIARY INFORMATION
Not applicable.

ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We are exposed to various types of market riskénrormal course of our business, including theaithpf changes in interest rates,
foreign currency exchange rates, commodity pricesequity investment prices. These changes mayselyeaffect our operating results and
financial condition. We seek to manage these tisiaugh the use of derivative financial instrumeants, in the case of exchange rate risk, by
balancing asset- and liability-generating operatiand collections and payments by currency to xkené possible.

Our Global Risk Management Policy establishes theiples governing, and corporate body respondiiethe management and
control of risks. This policy is applicable to eamfithe companies that are majority-owned, corgcbthr managed by Endesa. The policy
includes the establishment of the Risk Managementr@ittee responsible for defining our global riskmagement policies and establishes
the limits on levels of risk for Endesa’s businasaed corporate bodies.

All of our derivative financial instruments are ergd into for hedging purposes. We do not use dévir financial instruments for
speculative purposes.
Interest Rate Risk

Our objective in managing interest rate risk ismt@intain a balance of fixed and variable debt #ililower our overall borrowing costs
within reasonable risk parameters over a multi-yeaiod. We use interest rate swaps and optionsengert a portion of our debt portfolio
from a floating rate to a fixed rate or from a fixeate to a floating rate.

The structure of our debt at December 31, 200@indisishing between fixed and floating rate delasvas follows:

Fixed rate Floating rate Total
(millions of euros)
Bonds and debentur: 7,213 2,125 9,33€
Commercial pape — 1,37z 1,372
Bank debts and other del 1,18C 7,32¢€ 8,50¢
Preference Shares — 1,43C 1,43C
Total 8,392 12,25¢ 20,647
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The structure of our debt at December 31, 200%indisishing between fixed and floating rate delasvas follows:

Fixed rate Floating rate Total
(millions of euros)
Bonds and debentur: 9,54C 871 10,411
Commercial pape 42 1,13¢ 1,17t
Bank debts and other del 1,78¢€ 5,652 7,43€
Preference shares — 1,41¢ 1,41¢
Total 11,36¢ 9,07E 20,44z

In accordance with the requirements of this ItenoflEorm 20-F, in order to show more fully our egpee to interest rate changes, we
present our debt in the tables above, excludingtteet of derivatives. For purposes of our cordatkd financial statements, however, we
calculate our debt net of the effect of derivativ@se Note 16 to our consolidated financial stateéme

Our floating rate debt is principally subject tadtuations in the European Interbank Offered Rat¢RIBOR or Euribor), the London
Interbank Offered Rate (LIBOR or Libor) or the appble reference rate when related to Latin Americarrencies.

Foreign Exchange Rate Risk

Our foreign currency exchange rate risk principatiiates to:

< our long-term debt portfolio that is denominatedanswapped into, currencies other than the endatlae U.S. dollar; and

e our operations and substantial investments in cmsoutside of Spain, principally in Latin America

We have incurred foreign currendgnominated debt obligations in order to fund itweshts outside Spain, principally in Latin Amer
Substantially all of such foreign debt obligati@is denominated in, or swapped into, U.S. dollacslatin American currencies.

In order to mitigate the potential impact of cuegm®xchange rate fluctuations, we hedge a portidghase risks through the use of
derivative financial instruments, such as swaptpop and exchange rate forward contracts, andamgdhrate insurance.

Foreign Currency Translation

Many of our subsidiaries are located outside thre @ane (principally in Latin America), and theimfctional currency is their respective
local currency. Because our reporting currenchéseuro, the income statements of these subsigliargetranslated into euro for inclusion of
the results of these subsidiaries in our consdutlfinancial statements. Period-to-period changélsd average exchange rate for a particular
country’s currency can significantly affect thertséation into euro of both revenues and operaticgme denominated in such currency. We
have not hedged our accounting translation expdsui@eign currency fluctuations relative to thé@seestments, and the tables below do not
indicate the extent to which we would be affectggbch fluctuations. Effects from currency flucioas on the translation of net asset
amounts into euro are reflected in our equity pmsit
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Commodity Price Risk

We are exposed to commodity price risk principallgonnection with our electricity generation arngbgly business in Spain and Italy.
In particular, we are exposed to market price fisk

 the purchase of fuel (including fuel oil, coal amtural gas) used to generate electricity;
» the purchase of C® emission rights for excess @@issions; and

» the sale of a portion of the electricity that wegete in Spain and Italy.

We have entered into long-term revolving fuel syppintracts in order to provide for the secure suppfuel for our generation
activities in Spain. Because the prices under theatracts are not fixed, we enter into derivatieatracts (primarily swaps) in order to
manage the market price risk relating to our feguirements. At December 31, 2006, the fair vafuguo fuel oil purchases hedge position
was negative € 6.8 million. This amount is not sseeily indicative of the value realized when soohtracts settle.

Additionally, we have a market price risk relatedhe part of our electricity production not tradbhtbugh our retailer. As of
December 31, 2006, the fair value of existing patitun electricity hedges was positive € 1.3 million

We are also subject to commodity price risk in @gtion with our energy trading activities. Our fraglactivity is focused mainly on
sales and purchases of electricity, but we haweeaitered into fuel trading activities. At DecemBg&r 2006, the fair value of our trading
portfolio (which includes sales and purchases eéteicity and fuel) was positive € 0.2 million.

Equity Price Risk

We hold investments in equity securities. Theseistes are subject to risks due to changes imtheket values of such securities. We
record such investments on our consolidated balsineet depending on the category of the investment:

» Held-to-maturity investments: investments that \weéhthe intention and ability to hold to the datenaturity, which are also
measured at amortized cost.

« Financial assets at fair value through profit @stahese include the held-for-trading financialets and financial assets that are
managed and assessed at fair value.

« Available-for-sale financial assets: these areother financial assets that do not fall into theramentioned categories, which relate
substantially in full to equity investments. Thessets are recognized in the consolidated baldmee at fair value when fair value
can be determined reliably. Since it is usually pmgsible to determine reliably the fair valueroféstments in companies that are not
publicly listed, when this is the case, such inmesits are measured at acquisition cost or at arlameunt if there is evidence of
impairment.

* Investments in companies over which we have jantmol with another company or over which we hagaificant influence are
accounted for using the equity method. In gensighificant influence is presumed to exist when®@reup has an ownership interest
of over 20%. The equity method consists of recaggithe investment in the consolidated balancetsitetbe Group’s share of net
assets of the investee, adjusted, if approprigtéhd effect of transactions with the Group, phes tinrealized gains relating to the
goodwill paid on acquisition of the company.

We classify as non-current assets held for salpguty, plant and equipment, intangible assets\adtments under the heading
“Investments Accounted for Using the Equity Methdal” which, at the date of the consolidated balestwet, active measures had been
initiated to sell them and the sale is
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expected to have been completed within 12 montim that date. These assets are measured at thedbeaarying amount and fair value
less costs to sell.

We do not use derivative instruments, such as fahwantracts, option contracts, interest rate sveayasforward rate agreements, to
manage these market risks, nor do we hold or idsueative or other financial instruments for traglipurposes.

Interest Rate Sensitivity Analys

The following tables provide information on ourdimcial instruments at December 31, 2006, and a¢mber 31, 2005, that are sensit
to interest rate fluctuations and include debtrimsents, interest rate swaps, forwards and optleoisdebt commitments, the tables present
the main cash flows and the resulting average wedbimterest rates calculated by expected matdatg. For swaps, the tables present the
notional amounts and the resulting weighted inteiaes in accordance with the expected maturity fiotional amounts are used to calct
the contractual payments to be exchanged in aceoedaith the agreement.

All existing financing and derivatives operationdDecember 31, 2006, and at December 31, 2005iemeibed below, broken down by
applicable currencies, type of financing and irgerate benchmarks. Average weighted interest eateexpressed as a margin applied to the
benchmark rate indicated (weighted average spteadrsin the tables). The information additionallggents the equivalent amount in euro
to the corresponding interest rate compounded &p#mchmark rate and the weighted average spréacexichange rates are those set by the
European Central Bank as at the date of each tabtbe immediately preceding business day if dlafle is not a business day). The cash
flows of the instruments are denominated in theemay indicated. All of the commitments in foreigmrrencies appear both in tables under
the heading “Interest Rate Sensitivity” and in thieles under the heading “—Exchange Rate Sengitriblysis—Exchange Rate
Sensitivity”.

The following symbols explain certain abbreviatiarsed in the following tables:

EQL Equity link (Equity portfolio index
TAB Banking Active Rat—Chile

CDI Certificate of banks deposit r—Brazil
DTF Fixed terms deposit re—Colombia
VAC Constant purchase value (inflation in—Peru
TILP Long term official interest ra—Brazil
CF BIRF World Bank cost of fun—World Bank
FINEL Index of Brazilian institution FINEI
TR Rate of reference for public d—Brazil
IGPM Market prices general ind—Brazil

EIB European Investment Bal

MTN Medium Term Note

IPCL Consumer Price Index Link—Spain
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DEBT

FLOATING RATE DEBT

Bank loans

Weighted average spre—Euribor
Structured loan

Weighted average spre—Euribor
EIB loans

Weighted average spre—Euribor
Credits

Weighted average spre—Euribor
Project financing

Weighted average spre—Euribor
Bilateral Loans and Reciprocal Crec
Weighted average spre—Euribor
MTN

Weighted average spre—Euribor
MTN

Weighted average spre—EQL
MTN

Weighted average spre—IRS EUR
MTN

Weighted average spre—IRS GBP
Debenture:

Weighted average spre—Euribor
Official euro loans

Weighted average spre—Euribor
MTN

Weighted average spre—IPC LINK
Notes

Weighted average spre—Euribor
Other (preference shares: 1,4
Weighted average spre—Euribor
Bank loans

Weighted average spre—Libor
Credits

Weighted average spre—Libor
EIB loans

Weighted average spre—Libor
Project financing

Weighted average spre—Libor
Bonds

Weighted average spre—Libor
MTN

Weighted average spre—Libor
MTN

Weighted average spre—EQL
Notes

Weighted average spre—Libor
Supply Financing

Weighted average spre—Libor
Credits

Weighted average spre—Libor
Bank loans

Weighted average spre—Libor
Notes

Weighted average spre—Libor
MTN

Weighted average spre—Pribor
Notes

Weighted average spre—Libor
Bank loans

Weighted average spre—TAB
Credit Lines

Weighted average spre—TAB
Other Debt

Weighted average spre—TAB
Local bonds

Weighted average spre—CDI
Local bonds

Weighted average spre—CDI*
Local bonds

Weighted average spre—FINEL—IGPM
Bank loans

Weighted average spre—CDI+
Bank loans

Weighted average spre—CDI*
Bank loans

Weighted average spre—FINEL—IGPM
Project financing

Weighted average spre—CDI*
Project financing

Weighted average spre—FINEL—IGPM
Official loans

Weighted average spre—TJLF—TR—IGPM

Bank loans

Weighted average spre—DTF—VAC—CF

Bonds

Weighted average spre—DTF—VAC—CF

Official loans

Weighted average spre—DTF—VAC—CF

Local C/P
Weighted average spre—VAC
TOTAL FLOATING

INTEREST-RATE SENSITIVITY
December 31, 2006

Denominated in

EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
UsD
uUsD
uUsD
uUsD
uUsD
uUsD
uUsD
uUsD
uUsD
JPY
JPY
CHF
CzK
GBP
CLP
CLP
CLP
BRL
BRL
BRL
BRL
BRL
BRL
BRL
BRL
BRL
Other Currencie
Other Currencie
Other Currencie

Other Currencie

Maturity Dates

2007

154
0.1%

1
0.9%
0.1%

1
0.9%
3.0%

7
0.0%

6
0.9%
3.0%

21
1.0%

2008 2009 2010 2011 Subsequent
(millions of euros, except rates

2 52 20 882 161
0.1% 0.5% 0.3% 0.2% 0.3%
31 140
0.3% 0.3%
51 85 128 128 713
0.1% 0.1% 0.1% 0.1% 0.1%

1 255 2,678
0.4% 0.2% 0.2%

32 33 30 35 111
0.7% 0.7% 0.7% 0.7% 0.5%
850 150 300 185
0.1% 0.1% 0.2% 0.8%

80
10 15
-0.6% 0.0%
15
0.0%
90
3.0%
1,373
0.0%
23 22 1,432
0.9% -0.1% 0.0%
301 67 94 53 25

1.1% 4.2% 1.3% 2.8% 2.7%

50 14 13 14 53
0.2% 0.4% 0.4% 0.4% 0.1%

38 17 20 13 41
3.3% 3.0% 3.2% 3.3% 3.4%

8
1.8%

16
0.2%

103 66 66

1.2% 0.9% 0.9%

41
11.4%

18 39 213 1 1

1.0% 1.0% 2.5% 0.6% 1.0%
11
11.3%

18 34 37 6
5.1% 4.0% 5.2% 5.9%

25 12 110
3.0% 3.0% 2.9%
98 1

3.0% 11%

6
3.0%

1,516 657 873 5,652 3,158

Total

1,271
171
1,105
2,935
241

1,485
80
25
15

90
1,373
1,478

565

150
150

16

235

41
293

11

99
271
128

1

10

12,254

Fair Value
at
December 31
2006

1,283

173
1,154
2,945
254

1,485
83
25
16

97
1,372
1,549

575

155
151

18

256

48
297

12

101
269
129

12,472




INTEREST-RATE SENSITIVITY
December 31, 2006

Fair Value
at
Maturity Dates December 31,
DEBT Denominated in 2007 2008 2009 2010 2011 Subsequent Total 2006
(millions of euros, except rates)
FIXED RATE DEBT
Structured loan EUR
Weighted average interest rate
EIB loans EUR
Weighted average interest ri
Notes EUR
Weighted average interest ri
Debenture: EUR 499 499 509
Weighted average interest rate 4.2%
Loans EUR 40 21 61 65
Weighted average interest ri 3.4% 5.1%
MTN EUR 1,005 30 1,387 2,422 2,718
Weighted average interest ri 4.7% 5.3% 5.8%
Other EUR 134 123 63 174 55 549 571
Weighted average interest rate 0.9% 0.9% 1.2% 1.0% 0.7%
EIB loans CHF
Weighted average interest ri
MTN CzK
Weighted average interest ri
MTN GBP 623 623 559
Weighted average interest rate 6.1%
Bank loans uUsD 42 22 6 12 43 8 133 123
Weighted average interest ri 7.7% 7.5% 6.7% 7.4% 7.4% 11.2%
EIB loans UsD 31 20 23 21 14 109 127
Weighted average interest ri 7.4% 7.4% 7.4% 7.4% 7.4%
Official loans usD
Weighted average interest rate
Project financing UsD 2 2 2
Weighted average interest ri 1.7%
MTN uUsD 319 319 278
Weighted average interest ri 6.0%
International bond usD 301 300 36 1,698 2,335 2,641
Weighted average interest rate 7.8% 8.5% 5.0% 7.2%
Local bonds usD 45 8 15 68 70
Weighted average interest ri 8.6% 3.8% 6.1%
Other debt uUsD 1 1 1 1 1 29 34 35
Weighted average interest ri 6.3% 6.3% 6.3% 6.3% 6.3% 6.3%
EIB loans JPY
Weighted average interest rate
MTN JPY 74 22 96 72
Weighted average interest ri 1.1% 1.5%
Bank loans CLP
Weighted average interest ri
Local bonds CLP 3 5 112 5 168 293 341
Weighted average interest rate 5.9% 5.8% 4.9% 6.0% 6.1%
Official loans BRL 16 14 15 18 17 23 103 90
Weighted average interest ri 8.9% 9.9% 10.9% 11.2% 11.5% 8.7%
Project financing BRL 39 39 39
Weighted average interest ri 0.0%
Local bonds BRL
Weighted average interest rate
Bank loans Other Currenc 93 50 3 2 2 150 150
Weighted average interest ri 7.7% 7.5% 1.8% 1.8% 1.8%
Other bonds Other Currency 30 60 22 138 308 558 581
Weighted average interest ri 6.4% 7.0% 6.8% 6.3% 7.5%
Other debt: Other Currency
Weighted average interest rate
TOTAL FIXED 230 649 2,406 291 460 4,357 8,393 8,971
TOTAL FIXED + FLOATING 628 2,165 3,063 1,164 6,112 7,515 20,647 21,444
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INTEREST RATE SWAPS

Swap in Euros

From floating to fixec
Spread receive—Euribor
Rate Paic

From fixed to floating
Rate receivel
Spread pai—Euribor

From floating to floating
Spread receive—Euribor
Spread pai—Euribor

From floating to floating
Spread receive—EQL
Spread pai—Euribor

From floating to floating
Spread receive—IPCL
Spread pai—Euribor

From floating to floating

Spread receive—IRS Euribor

Spread pai—Euribor
From floating to floating

Spread receive—IRS GBP

Spread pai—Euribor
Interest Rate FRA in Euros
Import
Rate compensate

Interest Rate Swap in Foreign Currencies

From floating to fixec
Spread receive—Libor
Rate Paic

From fixed to floating
Rate receivel
Spread pai—Euribor

From fixed to floating
Rate receive!
Spread pai—Libor

From floating to floating
Spread receive—% CDI
Spread pai—% CDI

From floating to floating
Spread receive—Libor
Spread pai—Libor

From floating to fixec
Spread receive—Libor
Rate paic

From floating to floating
Spread receive—Euribor
Spread pai—Libor

From floating to floating
Spread receive—Libor
Spread pai—Euribor

From floating to floating
Spread receive—EQL
Spread pai—Euribor

From floating to floating
Spread receive—Libor
Spread pai—Euribor

From fixed to fixec
Rate receivel
Rate paic

INTEREST RATE SENSITIVITY

December 31, 2006

Fair Value at
Maturity Dates December 31,
Denominated in 2007 2008 2009 2010 2011 Subsequent Total 2006
(millions of euros, except rates)
428 150 823 164 188 3,303 5,05€ 19
EUR 0.26% 0.00% 0.00% 0.02% 0.08% 0.14%
EUR 3.92% 3.85% 4.20% 4.10% 4.30% 3.94%
30 1,157 40 15 713 1,955 216
EUR 5.28% 467% 3.37% 6.10% 6.18%
EUR 0.30% 0.11% 0.16% 0.35% 0.06%
75 30 105 0
EUR 0.28%  0.30%
EUR -0.10% -0.10%
80 80
EUR 0.00%
EUR 0.25%
90 90 7
EUR 3.00%
EUR 0.16%
10 10 0
EUR -0.61%
EUR 0.28%
15 15 0
EUR 0.00%
EUR 0.10%
EUR
47 55 6 8 8 35 159 1
usD 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
usD 421% 4.34% 4.8%% 4.86% 4.86% 4.87%
usD
UsSD
CHF
CHF
BRL
BRL
usD
UsbD
EUR
JPY
EUR
usD
usD
EUR
UsSD
EUR
GBP
EUR
38 38 76 -11
usD 4.08%  4.08%
EUR 4.38% 4.38%
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From fixed to fixec
Rate receive!
Rate paic

From fixed to fixec
Rate receivel
Rate paic

From fixed to fixec
Rate receivel
Rate paic

From floating to floating
Spread receive—Libor
Spread pai—Euribor

From fixed to floating
Rate receivel
Spread pai—Euribor

From fixed to floating
Rate receivel
Spread pai—Euribor

From floating to floating
Spread receive—Pribor
Spread pai—Euribor

From fixed to fixec
Rate receivel
Rate paic

From fixed to floating
Rate received

Spread pai—% CDI
From fixed to floating
Rate receivel
Spread pai—CDlI
From fixed to floating
Rate received
Spread pai—Euribor
From floating to fixec
Spread receive
Rate paic
From floating to floating
Spread receive—Libor
Spread pai—CDI

Interest Rate FRA in Foreign Currencies

Import
Rate compensate

FOREIGN CURRENCY FORWARDS

Forward
Forward
Forward
Forward
Forward
Forward

FOREIGN CURRENCY OPTIONS

Option
Option
Option
Option
Option

INTEREST RATE OPTIONS

COLLAR

Buy CAF—Euribor
Sell Floo—Euribor

INTEREST RATE SENSITIVITY

December 31, 2006

Fair Value at
Maturity Dates December 31,
Denominated in 2007 2008 2009 2010 2011 Subsequent Total 2006
(millions of euros, except rates)
624 624 -66
GBP 6.13%
EUR 6.02%
94 94 0
usD 7.7%%
CLP 7.98%
20 20 0
PEN-VAC 6.23%
PEN 9.39%
CHF
EUR
319 36 429 784 -72
usD 6.00% 5.02% 5.44%
EUR 0.12% 0.38% 0.44%
CzK
EUR
17 17 2
CzZK 0.23%
EUR 0.29%
580 580 -203
usD 7.39%%
UF 6.62%
10 9 7 6 6 5 43 -6
Usb 5.49 549% 5.49% 5.49% 5.49% 5.49%
BRL 99.3€ 99.27% 98.8(% 98.8(% 98.8(% 98.8(%
usD
BRL
73 22 95 -26
JPY 1.07% 1.51%
EUR 0.33% 0.25%
usD
UF
usD
BRL
usD
EUR/USD 806 105 54 80 27 79 1,151 -2
UF/USD
BRL/USD
COP/USL
PEN/USC
USD/PLN 14 14 0
EUR/USD 165 165 -2
UF/USD
BRL/USD
COP/USL
PEN/USC
48 108 33 100 289 1
EUR 520% 4.63% 5.92% 5.25%
EUR 2.73% 2.30% 2.45% 3.04%
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CAP
Buy CAF—Euribor
Sell CAP—Euribor

COLLAR
Buy CAF—Libor
Sell Floo—Libor
TOTAL

INTEREST RATE SENSITIVITY

December 31, 2006

Fair Value at
Maturity Dates December 31
Denominated in 2007 2008 2009 2010 2011 Subsequent Total 2006
(millions of euros, except rates)
1,50C 1,50C 5)
EUR 5.42%
EUR 6.82%
37 92 84 31 244 0
UsSD 550% 543% 5.50% 5.50%
Usb 469% 4.10% 4.11% 4.51%
1,778 771 2,482 339 380 7,415 13,16€ -137
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DEBT

FLOATING RATE DEBT
Bank loans

Weighted average spread—Euribor
Structured loan

Weighted average spre—Euribor
EIB loans

Weighted average spre—Euribor
Credits

Weighted average spread—Euribor
Project financing

Weighted average spre—Euribor
Loans and reciprocal credits

Weighted average spre—Euribor
MTN

Weighted average spread—Euribor
MTN

Weighted average spre—EQL
MTN

Weighted average spre—IRS—Euro
MTN

Weighted average spread—Euribor
Official euro loans

Weighted average spre—Euribor
MTN

Weighted average spre—IPC LINK
Notes

Weighted average spread—Euribor
Other (preference shares: 1,4

Weighted average spre—Euribor
Bank loans

Weighted average spre—Libor
EIB loans

Weighted average spread—Libor
Project financing

Weighted average spre—Libor
MTN

Weighted average spre—Libor
Notes

Weighted average spread—Libor
Supply financing

Weighted average spre—Libor
MTN

Weighted average spre—Pribor
Local bonds

Weighted average spread—CDI
Local bonds

Weighted average spre—CDI
Local bonds

Weighted average spre—FINEL-IGPM
Bank loans

Weighted average spread—CDI
Bank loans

Weighted average spre—CDI
Bank loans

Weighted average spre—FINEL-IGPM
Project financing

Weighted average spread—CDI
Project financing

Weighted average spre—FINEL-IGPM
Official loans

Weighted average spre—TJLF-TR-IGPM
Bank loans

Weighted average spread—DTF-VAC-CF

Bonds
Weighted average spre—DTF-VAC-CF

TOTAL FLOATING

INTEREST-RATE SENSITIVITY

Denominated in

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

usD

UsbD

usD

usD

UsbD

usD

CzK

BRL

BRL

BRL

BRL

BRL

BRL

BRL

BRL

BRL

Other Currencie

Other Currencie

December 31, 2005

2006 2007 2008

27 107 2
0.2% 0.4% 0.1%
141 30
0.3% 0.3%
86 87
0.2% 0.2%
56 10
0.4% 0.3%
32 18 18
1.2% 1.2% 1.2%
1
0.0%
80
0.0%
1 1 1

0.9% 0.9% 0.9%

489
0.0%
95 13 137
1.5% 3.1% 1.9%
59 63
0.8% 0.8%
12 12 13

4.0% 4.6% 5.4%

Maturity Dates

2009 2010
(millions of euros, except rates
52 1,052
0.5% 0.2%
62 239
0.4% 0.4%
87 138
0.2% 0.2%
24 1,47€
0.1% 0.2%
17 16
1.2% 1.2%
142
0.3%
10
-0.6%
631
0.0%
27 131
2.3% 0.9%
18 188
1.6% 0.2%
12 13
6.8% 9.3%
8
1.8%
13
2.0%
2 2
2.3% 2.3%
17
0.2%
104
1.2%
3 3 4 4 4
116.C% 116.0% 116.0% 116.0% 116.C%
40
11.4%
3 22 24
1.9% 1.9% 1.5%
11
108.0%
3 3 13 39
11.6% 11.6% 11.6% 11.7%
17 18 15
4.7% 4.7% 5.0%
36 25 34 26 17
1.9% 2.2% 2.5% 2.8% 3.6%
62 22
5.1% 4.9%
18 17 105
2.7% 2.8% 3.0%
867 650 528 479 4,13€

Subsequent

458
0.2%

96
1.2%

185
0.8%

14
0.0%

0.0%

14.7%

8
116.0%

3
11.7%
59
87.0%

6.3%

1.1%
2,415

Total

1,240
472
856

1,566

197

327
80
24

14

90
1,120
1,419

419
358

82

13

17
104
26
40
49
11
61
59
50
140
84

141

9,075

Fair
Value at
December 31
2005
1,240

473
856
1,566

198

328
80
26

17

101
1,123
1,500

476

362

104

10

17
116
29
45
72
11
63
a1
a7
144
88

150

9,300




DEBT

FIXED RATE DEBT
Notes

Weighted average interest rate
Debenture:

Weighted average interest ri
Loans

Weighted average interest ri
MTN

Weighted average interest rate
Other

Weighted average interest ri
MTN

Weighted average interest ri
Bank loans

Weighted average interest rate
Supplier loan:

Weighted average interest ri
Project financing

Weighted average interest ri
MTN

Weighted average interest rate
International bond

Weighted average interest ri
Local bonds

Weighted average interest ri
Leasing

Weighted average interest rate
MTN

Weighted average interest ri
Local bonds

Weighted average interest ri
Project financing

Weighted average interest rate
Local bonds

Weighted average interest ri
Bank loans

Weighted average interest ri
Bonds

Weighted average interest rate
Other deb

Weighted average interest ri

TOTAL FIXED
TOTAL FIXED + FLOATING

INTEREST-RATE SENSITIVITY
December 31, 2005

Denominated in

EUR

EUR

EUR

EUR

EUR

GBP

uUsbD

uUsD

uUsD

uUsbD

uUsD

usD

uUsbD

JPY

CLP-UF

BRL

BRL

Other Currencies

Other Currencie

Other Currencie

Maturity Dates

2006

433
4.1%

154
5.0%

1,548
2,416

2007

80
7.6%

149
5.0%

5.6%
4

9.8%
6
8.2%

6.2%
3
1.8%

423
1,073
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2008 2009 2010 Subsequent
(millions of euros, except rates
42
13.9%
500
4.2%
40
3.4%
1,005 1,250 1,453
4.7% 5.5% 5.6%
140 131 65 80
5.0% 5.1% 4.6% 6.6%
583
6.1%
21 4 1 7
6.9% 5.9% 6.0% 6.0%
22 15 15 14
7.4% 7.4% 7.4% 7.4%
24 24 18 35
6.2% 6.1% 6.0% 6.0%
297 487
6.0% 5.4%
318 523 6 1,247
7.9% 7.7% 7.8% 7.9%
7 17
5.3% 6.1%
1 1 1 35
6.3% 6.3% 6.3% 6.3%
58 21
1.1% 1.5%
4 4 132 206
5.6% 5.6% 5.6% 6.1%
4 4 4 27
10.1% 10.3% 10.7% 11.1%
3 3 3 8
8.6% 8.7% 8.8% 8.8%
31 54 59 332
6.2% 6.2% 6.1% 6.0%
3 3 3 1
1.8% 1.8% 1.8% 1.8%
629 2,575 1,639 4,553
1,157 3,054 5,775 6,968

Total

42
500
553

3,708
719
583

91
117
152
784

2,538

98

40
115
535

a7
a4

49
633

20

11,36¢
20,442

Fair
Value at
December 31
2005

42
534
570

4,161
772
656

92
123
154
808

2,740

97

35
113
579

a1

42

50
701

21

12,331
21,631




INTEREST RATE SWAPS

Swap in Euros

From variable to fixel
Spread receive—Euribor
Rate paid

From fixed to floatinc
Rate receiver
Spread paid—Euribor

From floating to floating
Spread receive—Euribor
Spread paid—Euribor

From floating to floating
Spread receive—EQL
Spread paid—Euribor

From floating to floating
Spread receive—IPCL
Spread paid—Euribor

From floating to floating
Spread receivé—IRS Euro
Spread paid—Euribor

From floating to floating
Spread receive—IRS GBP
Spread paid—Euribor

Interest Rate Swap in Foreign Currency

From floating to fixec
Spread received—Libor
Rate paic

From fixed to floating
Rate received
Spread pai—Euribor

From fixed to floatinc
Rate received
Spread pai—Libor

From floating to floating
Spread received—%CDI
Spread pai—%CDI

From floating to floating
Spread received—Libor
Spread pai—Libor

From floating to fixec
Spread received—Libor
Rate paic

From floating to floating
Spread received—Euribor
Spread pai—Libor

From floating to floating
Spread received—Libor
Spread pai—Euribor

From floating to floating
Spread received—EQL
Spread pai—Euribor

From floating to floating
Spread received—Libor
Spread pai—Euribor

From fixed to fixec
Rate received
Rate paic

From fixed to fixec
Rate received
Rate paic

From floating to floating
Spread received—Libor
Spread pai—Euribor

From fixed to floating
Rate received
Spread pai—Euribor

From fixed to floating
Rate received
Spread pai—Euribor

From floating to floating
Rate received—Pribor
Spread pai—Euribor

INTEREST-RATE SENSITIVITY
December 31, 2005

Denominated in

Maturity Dates

2006

2007

2008 2009 2010

EUR
EUR

EUR
EUR

EUR
EUR

EUR
EUR

EUR
EUR

EUR
EUR

EUR
EUR
UsbD
UsD

uUsD
UsbD

CHF
CHF

BRL
BRL

UsbD
UsbD

EUR
JPY

EUR
UsbD

uUsD
EUR

UsbD
EUR

GBP
EUR

UsbD
EUR

GBP
EUR

CHF
EUR

UsD
EUR

CzK
EUR

CzK
EUR

547
0.00%
3.59%

957
4.80%
0.70%

240
0.35%

-0.10%

42
0.00%
4.11%

78
-0.01%
0.06%

38
4.08%
4.38%
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(millions of euros, except rates)

328
0.11%
3.56%

68
6.23%
0.09%

75
0.28%

-0.10%

80
0.00%
0.25%

50
0.00%
4.17%

38
4.08%
4.38%

110 1,229 99
0.00% 0.03% 0.00%
3.69% 4.33% 4.29%
174 1,405 40
6.74% 5.02% 3.37%
-0.04% 0.08% 0.16%
30
0.30%
-0.10%

90
0.00%
0.16%

-0.61%
0.28%

59 5 6
0.00% 0.00% 0.00%
4.31% 4.69% 4.69%

38
4.08%
4.38%

319
6.00%
0.12%

17
0.23%
0.29%

Fair Value at
December 31,
Subsequent  Total 2005
3,709 6,022 (222)
0.13%
3.96%
122 2,766 300
6.15%
0.42%
345 2
80 0
90 11
15 25 1
0.00%
0.34%
15 15 2
4.50%
0.10%
37 199 2
0.00%
4.69%
78 5
114 @a1)
624 624 (84)
6.13%
6.02%
465 784 11
5.41%
0.43%
17 1




From fixed to fixec
Rate received
Rate paic
From fixed to floating
Rate received
Spread pai—% CDI
From fixed to floating
Rate received
Spread pai—CDI
From fixed to floating
Rate received
Spread pai—IGPM
From fixed to floating
Rate received
Spread pai—Euribor
From floating to fixec
Spread received
Rate paic
From floating to floating
Spread received—Libor
Spread pai—CDI
FOREIGN CURRENCY FORWARDS
Forward
Forward
INTEREST RATE OPTIONS
COLLAR in EUROS
Buy CAF—Euribor
Sell Floo—Euribor
CAP
Buy CAF—Euribor
Sell CAF—Euribor
FOREIGN CURRENCY COLLAR
Buy CAF—Libor
Sell Floo—Libor

TOTAL

INTEREST-RATE SENSITIVITY
December 31, 2005

Fair Value at
Maturity Dates December 31,
Denominated in 2006 2007 2008 2009 2010 Subsequent  Total 2005
(millions of euros, except rates)
83 500 583 172)
uUsD 6.90% 7.39%
UF 5.27% 6.62%
43 1 1 45 (15)
uUsD 549% 5.50% 5.50%
BRL 88.19% 103.8(% 103.8C%
8 8 4)
uUsD 7.48%
BRL 3.25%
3 3 2 2 10 1)
uUsD 6.35% 6.35% 6.35% 6.35%
BRL 11.40% 11.40% 11.40% 11.4C%
49 74 21 144 (33)
JPY 0.70% 1.07% 1.51%
EUR 0.32% 0.35% 0.25%
42 42 (21)
uUsD 1.50%
UF 5.31%
UsD
BRL
EUR/USD 244 15 259 3)
CLP/USD
102 14 75 100 100 391 2)
EUR 452% 6.00% 3.44% 5.40% 5.25%
EUR 2.04% 350% 2.15% 2.45% 3.04%
1,500 1,500 5
EUR 5.42%
EUR 6.82%
71 50 34 155 0)
uUsD 5.50% 5.50% 5.50%
uUsb 3.50% 4.10% 4.51%
2,536 680 581 3,110 281 7,108 14,29¢€ (228)
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Exchange Rate Sensitivity Analysis

The following tables provide information regardiogr financial instruments and derivatives at Decendd, 2006 and at December 31,
2005 that are sensitive to exchange rate fluctoatibhese include bond instruments, currency swagsexchange rate insurance. For debt
commitments, the tables present the main cash fémsishe resulting average interest rate weighyetthdo expected maturity date. For swaps,
the tables present the notional amounts and thitiresinterest rate weighted by the expected amtrally agreed expiry (maturity) date.

For exchange rate insurance, the tables show ti@abamounts weighted by the expected maturibnii@ctual expiry) date. The
notional amounts are used to calculate the conthpayments to be exchanged in accordance withgheement. The average weighted
interest rates are presented as a margin applige toenchmark rate indicated. Except where indiGahe information presents the equiva
amount in euros, since the euro is the curreneyhiich Endesa presents its accounts. The exchategeused are those fixed by the European
Central Bank as at the date of each table (omtimeddiately preceding business day if such datetisbusiness day). The cash flows of the
instruments are denominated in the currency indi:aAll of the commitments in foreign currenciepegr in both the following tables and
tables under the heading “—Interest Rate SengjitAitalysis—Interest Rate Sensitivity” above.
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DEBT

FLOATING RATE DEBT
Bank loans

Weighted average spre—Libor
Credits

Weighted average spread—Libor
EIB loans

Weighted average spre—Libor
Project financing

Weighted average spre—Libor
Bonds

Weighted average spread—Libor
MTN

Weighted average spre—Libor
MTN

Weighted average spre—EQL
Notes

Weighted average spread—Libor
Supply financing

Weighted average spre—Libor
Credits

Weighted average spre—Libor
Bank loans

Weighted average spread—Libor
Notes

Weighted average spre—Libor

TN

Weighted average spre—Pribor
Notes

Weighted average spread—Libor
Bank loans

Weighted average spre—TAB
Credit lines

Weighted average spre—TAB
Other deb

Weighted average spread—TAB
Local bonds

Weighted average spre—CDI
Local bonds

Weighted average spre—CDI*
Local bonds

Weighted average spread—FINEL-IGPM
Bank loans

Weighted average spre—CDI+
Bank loans

Weighted average spre—CDI*
Bank loans

Weighted average spread—FINEL-IGPM
Project financing

Weighted average spre—CDI*
Project financing

Weighted average spre—FINEL-IGPM
Official loans

Weighted average spread—TJLP-TR-IGPM
Bank loans

Weighted average spre—DTF-VAC-CF
Bonds

Weighted average spre—DTF-VAC-CF
Official loans

Weighted average spread—DTF-VAC-CF
Local C/P

Weighted average spre—VAC

TOTAL FLOATING

EXCHANGE RATE SENSITIVITY

December 31, 2006

Fair Value at
Maturity Dates December 31,
Denominated in 2007 2008 2009 2010 2011 Subsequent Total 2006
(millions of euros, except rates)
25 301 67 94 53 25 565 575
uUsD 3.0% 1.1% 4.2% 1.3% 2.8% 2.7%
7 7 8
uUsD 0.0%
6 50 14 13 14 53 150 155
usD 0.9% 0.2% 0.4% 0.4% 0.4% 0.1%
21 38 17 20 13 41 150 151
uUsD 3.0% 3.3% 3.0% 3.2% 3.3% 3.4%
uUsD
8 8 8
usD 1.8%
uUsD
uUsD
uUsD
JPY
JPY
CHF
16 16 18
CzK 0.2%
GBP
CLP
CLP
CLP
103 66 66 235 256
BRL 1.2% 0.9% 0.9%
BRL
41 41 48
BRL 11.4%
21 18 39 213 1 1 293 297
BRL 1.0% 1.0% 1.0% 2.5% 0.6% 1.0%
BRL
11 11 12
BRL 11.4%
BRL
BRL
4 18 34 37 6 99 101
BRL 2.8% 5.1% 4.0% 5.2% 5.9%
124 25 12 110 271 269
Other Currencie 4.1% 3.0% 3.0% 2.9%
29 98 1 128 129
Other Currencie 4.0% 3.0% 1.1%
1 1 1
Other Currencies 0.9%
4 6 10 9
Other Currencie 3.0% 3.0%
242 550 313 430 154 296 1,985 2,037
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DEBT

FIXED RATE DEBT
EIB loans
Weighted average interest ri
MTN
Weighted average interest ri
TN

Weighted average interest rate
Bank loans

Weighted average interest ri
EIB loans

Weighted average interest ri
Official loans

Weighted average interest rate
Project financing

Weighted average interest ri
MTN

Weighted average interest ri
International bond

Weighted average interest rate
Local bonds

Weighted average interest ri
Other debt

Weighted average interest ri
EIB loans

Weighted average interest ri
MTN

Weighted average interest rate
Bank loans

Weighted average interest ri
Local bonds

Weighted average interest ri
Official loans

Weighted average interest rate
Project financing

Weighted average interest ri
Local bonds

Weighted average interest ri
Bank loans

Weighted average interest rate
Other bond:

Weighted average interest ri
Other debts

Weighted average interest ri

TOTAL FIXED
TOTAL FIXED & FLOATING

EXCHANGE RATE SENSITIVITY
December 31, 2006

Maturity Dates

Denominated in 2007
CHF
CzK
GBP
uUsD 42
7.7%
uUsD 31
7.4%
uUsD
usD 2
1.7%
uUsD
uUsD
uUsD 45
8.6%
uUsD 1
6.3%
JPY
JPY
CLP
CLP
BRL 16
8.9%
BRL
BRL
Other Currencie 93
7.7%
Other Currencie
Other Currencies
230
472

2008

22
7.5%

7.4%

301
7.8%

1
6.3%

74
1.1%

3
5.9%

14
9.9%

50
7.5%
30
6.4%

515
1,065
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2009 2010 2011 Subsequent
(millions of euros, except rates)
623
6.1%
6 12 43 8
6.7% 7.4% 7.4% 11.2%
23 21 14
7.4% 7.4% 7.4%
319
6.0%
300 36 1,698
8.5% 5.0% 7.2%
8 15
3.8% 6.1%
1 1 1 29
6.3% 6.3% 6.3% 6.3%
22
1.5%
5 112 5 168
5.8% 4.9% 6.0% 6.1%
15 18 17 23
10.9% 11.2% 11.5% 8.7%
39
0.0%
3 2 2
1.8% 1.8% 1.8%
60 22 138 308
7.0% 6.8% 6.3% 7.5%
779 188 256 2,894
1,092 618 410 3,190

Total

623
133

109

319
2,335
68

34

96

293

103

39

150

558

4,862
6,847

Fair Value at
December 31
2006

559
123

127

278
2,641
70

35

72

341

90

39

150

581

5,108
7,145




EXCHANGE RATE SENSITIVITY
December 31, 2006

Fair Value at
Maturity Dates December 31,
DEBT Denominated in 2007 2008 2009 2010 2011 Subsequent Total 2006
(millions of euros, except rates)
EXCHANGE RATE SWAPS
From floating to fixec 47 55 6 8 8 35 159 1
Spread receive—Libor uUsD 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Rate paid usD 4.21% 4.34% 4.89% 4.86% 4.86% 4.87%
From fixed to floatinc
Rate receiver usD
Spread paid—Euribor uUsD
From fixed to floating
Rate received CHF
Spread pai—Libor CHF
From floating to floating
Spread receive—%CDI BRL
Spread pai—%CDI BRL
From floating to floating
Spread receive—Libor usD
Spread paid—Libor usD
From floating to fixec
Spread receive—Libor EUR
Rate paid JPY
From floating to floating
Spread received—Euribor EUR
Spread pai—Libor usD
From floating to floating
Spread receive—Libor uUsb
Spread pai—Euribor EUR
From floating to floating
Spread receive—EQL uUsD
Spread paid—Euribor EUR
From floating to floating
Spread receive—Libor GBP
Spread paid—Euribor EUR
From fixed to fixec 38 38 76 (11)
Rate received usD 4.08% 4.08%
Rate paic EUR 4.38% 4.38%
From fixed to fixed 624 624 (66)
Rate receiver GBP 6.13%
Rate paic EUR 6.02%
From fixed to fixed 94 0 94 0
Rate receiver usD 7.75%
Rate paic CLP 7.98%
From fixed to fixec 20 20 0
Rate receiver PEN-VAC 6.23%
Rate paid PEN 9.39%
From floating to floating
Spread received—Libor CHF
Spread pai—Euribor EUR
From fixed to floating 319 36 429 784 (72)
Rate receiver usD 6.00% 5.02% 5.44%
Spread pai—Euribor EUR 0.12% 0.38% 0.44%
From fixed to floating
Rate receiver CzK
Spread pai—Euribor EUR
From floating to floating 17 17 2
Rate receive—Pribor CzK 0.23%
Spread paid—Euribor EUR 0.29%
From fixed to fixec 580 580 (203)
Rate received usD 7.39%
Rate paic UF 6.62%
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DEBT

From fixed to floating
Rate receiver
Spread pai—% CDI

From fixed to floating
Rate receiver
Spread pai—CDI

From fixed to floatinc
Rate receiver
Spread paid—Euribor

From floating to fixec
Spread received
Rate paic

From floating to floating
Spread receive—Libor
Spread pai—CDI

Interest Rate FRA in Foreign Currencies

Import
Rate compensate

FOREIGN CURRENCY FORWARD

Forward
Forward
Forward
Forward
Forward
Forward

FOREIGN CURRENCY OPTIONS

Option
Option
Option
Option
Option

INTEREST RATE OPTIONS

Foreign currency colle
Buy CAP—Libor
Sell Floo—Libor

TOTAL

EXCHANGE RATE SENSITIVITY
December 31, 2006

Denominated in

usD
BRL

uUsD
BRL

JPY
EUR

UsD
UF

UsbD
BRL

UsD

EUR/USD
UF/USD
BRL/USD
COP/USD
PEN/USD
USD/PLN

EUR/USD
UF/USD
BRL/USD
COP/USD
PEN/USD

usD
usD

Maturity Dates

2007

10
5.49%
99.36%

806

14

165

37
5.50%
4.69%

1,117

2008 2009 2010
(millions of euros, except rates)

g 7 6

5.49% 5.49% 5.49%
99.27% 98.80%  98.80%

73
1.07%
0.33%
105 54 80
92 84 31

5.43% 5.50% 5.50%
4.10% 4.11% 4.51%

483 470 125
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2011

6
5.49%
98.80%

27

7

Fair Value at
December 31,
Subsequent Total 2006
5 43 6)
5.49%
98.80%
22 95 (26)
1.51%
0.25%
79 1,151 (2)
14 0
165 )
244 0
1,794 4,06€ (385)




DEBT

FLOATING RATE DEBT
Bank loans

Weighted average spread—Libor
EIB loans

Weighted average spread—Libor
Project financing

Weighted average spread—Libor
MTN

Weighted average spread—Libor
Notes

Weighted average spread—Libor
Supply financing

Weighted average spread—Libor
MTN

Weighted average spread—Libor
Local bonds

Weighted average spread—CDI
Local bonds

Weighted average spread—CDI*
Local bonds

Weighted average spread—FINEL-IGP!
Bank loans

Weighted average spread—CDI+
Bank loans

Weighted average spread—CDI*
Bank loans

Weighted average spread—FINEL-IGP!
Project financing

Weighted average spread—CDI*
Project financing

Weighted average spread—FINEL-IGP!
Official loans

Weighted average spread—TJLP-TR-

IGPM

Bank loans

Weighted average spread—DTF-VAC-C
Bonds

Weighted average spread—DTF-VAC-C

TOTAL FLOATING

EXCHANGE RATE SENSITIVITY
December 31, 2005

Fair
Value at
Maturity Dates December 31,
Denominated in 2006 2007 2008 2009 2010 Subsequent  Total 2005
(millions of euros, except rates)
Usb 95 13 137 27 131 16 419 476
1.5% 3.1% 1.9% 2.3% 0.9% 3.1%
uUsD 59 63 18 188 30 358 362
0.8% 0.8% 1.6% 0.2% 0.5%
uUsD 12 12 13 12 13 20 82 104
40% 46% 54% 6.8% 9.3% 14.7%
Usb 8 8 10
1.8%
Usb 13 13 9
2.0%
uUsD 2 2 4 5
2.3% 2.3%
CzK 17 17 17
0.2%
BRL 104 104 116
1.2%
BRL 3 3 4 4 4 8 26 29
116.C% 116.C% 116.C% 116.C% 116.C% 116.C%
BRL 40 40 45
11.4%
BRL 3 22 24 49 72
19% 1.9% 1.5%
BRL 11 11 11
108.C%
BRL 3 3 13 39 3 61 63
11.6% 11.6% 11.6% 11.7% 11.7%
BRL 59 59 41
87.0%
BRL 17 18 15 50 47
47% 47% 5.0%
BRL 36 25 34 26 17 2 140 144
19% 22% 25% 28% 3.6% 6.3%
Other Currencies 62 22 84 88
51% 4.9%
Other Currencies 18 17 105 1 141 150
2.7% 2.8% 3.0% 1.1%
261 207 390 237 432 139 1,66€ 1,78¢
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DEBT

FIXED RATE DEBT
MTN

Weighted average interest ri
Bank loans

Weighted average interest ri
Supplier loan:

Weighted average interest ri
Project financing

Weighted average interest ri
MTN

Weighted average interest ri
International bond

Weighted average interest ri
Local bonds

Weighted average interest ri
Leasing

Weighted average interest ri
MTN

Weighted average interest ri
Local bonds

Weighted average interest ri
Project financing

Weighted average interest ri
Local bonds

Weighted average interest ri
Bank loans

Weighted average interest ri
Bonds

Weighted average interest ri
Other deb

Weighted average interest ri

TOTAL FIXED
TOTAL FIXED + FLOATING

EXCHANGE RATE SENSITIVITY
December 31, 2005

Maturity Dates

Denominated in 2006 2007 2008 2009 2010
(millions of euros, except rates)
GBP
UsD 28 30 21 4 1
72% 7.1% 6.9% 59% 6.0%
UsD 27 24 22 15 15
7.4% 7.4% 7.4% 74% 7.4%
UsbD 26 25 24 24 18
6.1% 6.1% 6.2% 6.1% 6.0%
usb 297
6.0%
usb 434 10 318 523 6
7.8% 7.9% 79% 7.7% 7.8%
uUsb 24 50 7
7.8% 7.5% 5.3%
UsD 1 1 1 1 1
6.3% 6.3% 6.3% 6.3% 6.3%
JPY 36 58
0.7% 1.1%
CLP-UF 187 2 4 4 132
5.8% 5.6% 56% 5.6% 5.6%
BRL 4 4 4 4 4
9.6% 9.8% 10.1% 10.3% 10.7%
BRL 21 6 3 3 3
9.1% 8.2% 86% 8.7% 8.8%
Other Currencie 25 24
6.6% 6.0%
Other Currencie 142 15 31 54 59
6.3% 6.2% 6.2% 6.2% 6.1%
Other Currencie 7 3 3 3 3
45% 1.8% 1.8% 18% 1.8%
962 194 489 939 242
1,223 401 879 1,17€¢ 674
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Fair
Value at
December 31,
Subsequent  Total 2005

583 583 656
6.1%

7 91 92
6.0%

14 117 123
7.4%

35 152 154
6.0%

487 784 808
5.4%

1,247 2,538 2,74C
7.9%

17 98 97
6.1%

35 40 35
6.3%

21 115 113
1.5%

206 535 579
6.1%

27 47 41
11.1%

8 44 42
8.8%

49 50

332 633 701
6.0%

1 20 21
1.8%

3,02C 5,84¢€ 6,252

3,15¢ 7,512 8,041




INTEREST RATE SWAP IN FOREIGN
CURRENCIES
From floating to fixed
Spread receive—Libor
Rate paic

From fixed to floatinc
Rate receiver
Spread paid—Euribor

From fixed to floating
Rate received
Spread pai—Libor

From floating to floating
Spread receive—%CDI
Spread pai—%CDI

From floating to floating
Spread receivé—Libor
Spread pai—Libor

From floating to fixec
Spread receive—Libor
Rate paid

From floating to floating
Spread received—Euribor
Spread pai—Libor

From floating to floating
Spread receive—Libor
Spread pai—Euribor

From floating to floating
Spread receive—EQL
Spread pai—Euribor

From floating to floating
Spread receive—Libor
Spread paid—Euribor

From fixed to fixec
Rate received
Rate paic

From fixed to fixec
Rate received
Rate paic

From floating to floating
Spread receivé—Libor
Spread pai—Euribor

From fixed to floating
Rate receive!
Spread paid—Euribor

From fixed to floatinc
Rate received
Spread pai—Euribor

From floating to floating
Rate received—Pribor
Spread pai—Euribor

From fixed to fixed
Rate receiver
Rate paic

From fixed to floatinc
Rate receiver
Spread paid—%CDI

EXCHANGE RATE SENSITIVITY
December 31, 2005

Denominated in

uUsbD
usD

uUsD
uUsbD

CHF
CHF

BRL
BRL

usD
uUsbD

EUR
JPY

EUR
usD

uUsD
EUR

uUsbD
EUR

GBP
EUR

uUsbD
EUR

GBP
EUR

CHF
EUR

uUsbD
EUR

CzK
EUR

CzK
EUR

uUsD
UF

uUsD
BRL

Maturity Date

2006 2007
42 50
0.00% 0.00%
4.11 4.17%
78
-0.01%
0.06%
38 38

4.08% 4.08%
4.38% 4.38%

83
6.90%
5.27%
43 1
5.49% 5.50%
88.18%  103.8(%
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2008 2009 2010

(millions of euros, except rates

59 5 6 37 199
0.00% 0.00% 0.00% 0.00%
4.31% 4.69% 4.69% 4.69%
78
38 114
4.08%
4.38%
624 624
6.13%
6.02%
319 465 784
6.00% 5.41%
0.12% 0.43%
17 17
0.23%
0.29%
500 583
7.39%
6.62%
1 45
5.50%
103.8C%

Subsequent Total

Fair Value at
December 31, 200!

—_— e o

(11)

(84)

iLil

(172)

(15)




From fixed to floatinc
Rate receiver
Spread paid—CDI

From fixed to floating
Rate received
Spread pai—IGPM

From fixed to floating
Rate receiver
Spread pai—Euribor

From floating to fixec
Spread receive
Rate paid

From floating to floating
Spread receive—Libor
Spread paid—CDI

FOREIGN CURRENCY FORWARDS
Forward
Forward

INTEREST RATE OPTIONS
FOREIGN CURRENCY COLLAF
Buy CAF—Libor
Sell Floor—Libor

TOTAL

EXCHANGE RATE SENSITIVITY
December 31, 2005

Denominated in

uUsD
BRL

uUsbD
BRL

JPY
EUR

usD
UF

uUsbD
BRL

EUR/USD
CLP/USD

uUsbD
uUsD

Maturity Date

2006

49
0.70%
0.32%

42
1.50%
5.31%

244

71
5.50%
3.50%

690

2007
8
7.48%
3.25%

3
6.35%
11.4C%

15

115
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2008 2009 2010 Subsequent

(millions of euros, except rates

3 2 2
6.35% 6.35% 6.35%
11.40% 11.4C% 11.4C%

74 21
1.07% 1.51%
0.35% 0.25%

50 34

5.50% 5.50%
4.10% 4.51%

192 376 42 1,647

Total

8

10

144

42

259

155

3,062

Fair Value at
December 31, 200!

—_— e o

)

@)

(33)

(21)

@)

(325)




ITEM 12, DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURIT IES
Not applicable.

PART Il
ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES
None.

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HO LDERS AND USE OF PROCEEDS

None.

ITEM 15. CONTROLS AND PROCEDURES
Conclusion Regarding the Effectiveness of DisclosarControls and Procedures

The Company carried out an evaluation under thersigion and with the participation of the Compangianagement, including the
Chief Executive Officer and Chief Financial Officef the effectiveness of the design and operaifdhe Company’s “disclosure controls
and procedures”, as defined in Rule 13a-15(f) utldeiExchange Act, as of December 31, 2006. Therenherent limitations to the
effectiveness of any system of disclosure contmal$ procedures, including the possibility of hureamor, and the circumvention or overrid
of the controls and procedures. Accordingly, eviéecéve disclosure controls and procedures cagy pridvide reasonable assurance of
achieving their control objectives. Based uponGloenpany’s evaluation, the Chief Executive Officed ahe Chief Financial Officer
concluded that the disclosure controls and proedwere effective in providing reasonable assur#menformation required to be
disclosed in the reports the Company files and ststumder the Exchange Act is recorded, processedmarized and reported, within the
time periods specified in the applicable rules fomchs, and that it is gathered and communicatédddCompany’s Management, including
the Chief Executive Officer and Chief Financial i0éfr, as appropriate, to allow timely decisionsareiing required disclosure.

Management’s Annual Report on Internal Control Over Financial Reporting

Endesa’s management is responsible for establighidgnaintaining adequate internal control ovearitial reporting as defined in
Rule 13a-15(f) under the Exchange Act. The Compaimternal control over financial reporting is dgsd to provide reasonable assurance
regarding the reliability of financial reportingathe preparation of the financial statements fbemal purposes in accordance with genel
accepted accounting principles and includes thoseigs and procedures that:

» Pertain to the maintenance of records that, inoreatsle detail, accurately and fairly reflect thensactions and dispositions of the
assets of Endesa;

* Provide reasonable assurance that transactiome@med as necessary to permit preparation ofifiahstatements in accordance
with generally accepted accounting principles, #ad our receipts and expenditures are being malyermaccordance with
authorizations of Endesa’s management and direcacs

« Provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, es@lisposition of our assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not necessarilyverg or detect some misstatements. It
can only provide reasonable assurance regardiagdial
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statement preparation and presentation. Also, gtiojes of any evaluation of effectiveness for faetperiods are subject to the risk that
controls may become inadequate because of chamgesidlitions or because the degree of compliantetive polices or procedures may
deteriorate over time.

Management assessed the effectiveness of its aiteontrol over financial reporting as of DecemBg&y 2006. The assessment was b
on criteria established in the framework “Inter@aintrols—Integrated Framework” issued by the Corteaibf Sponsoring Organizations of
the Treadway Commission (COSO). Based on the amse$sEndesa’s management has concluded thatlzeceimber 31, 2006, the
Company’s internal control over financial reportings effective.

Management’s assessment, as well as the effectigeriénternal control over financial reportingaiecember 31, 2006, has been
audited by Deloitte S.L., an independent registgngalic accounting firm, as stated in their repaitjch is included undertem 18. Financie
Statements”.

Changes in Internal Control Over Financial Reporting

There were no changes in the Company’s internarabover financial reporting, as defined in Rukail5(f) under the Exchange Act,
that occurred during 2006 that have materiallyciéfd, or are reasonably likely to materially afféhe Company’s internal control over
financial reporting.

ITEM 16. RESERVED
Not applicable.

ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT

Our Board of Directors has determined that Mr. Eisgo Javier Ramos Gascoén, a Director and a meailibe Audit and Control
Committee, satisfies the requirements to be consitlan “audit committee financial expert” accordingpplicable SEC rules and
regulations.

Our Board of Directors has further determined #wth member of our Audit and Control Committeadependent in accordance with
the definition of independence for Audit Committaembership under SEC rules and regulations.

ITEM 16B. CODE OF ETHICS

Endesa, S.A. has the Rules on Corporate Integaiyprised of the Charter Governing Senior Managéntiee Charter Governing
Executives and the Employees’ Code of Conduct. Hstgblish the principles that guide their respedctions: ethical conduct, professional
standards and confidentiality. They also estaliighimitations and define the conflicts of intdragsing from their status as executives and
senior executives. Since March 25, 2003, we havevaived compliance with, nor made any amendmenhtmRules on Corporate Integrity.
The Rules on Corporate Integrity were filed as BitHi1.1 to our annual report for the fiscal yeaded December 31, 2003 filed on June 30,
2004 and are incorporated by reference herein EFfgdish translation of the Rules on Corporate Iritggvere filed as Exhibit 11.2 to our
annual report for the fiscal year ended DecembeRBQ@3 filed on June 30, 2004 and are incorporayegkference herein.
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ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The following table provides information on the eggpte fees billed by our principal accountantdpiite, S.L., as well as the other
member firms of Deloitte Touche Tohmatsu and thespective affiliates (including Deloitte Consuifjrby type of service rendered for the
periods indicated.

Services Renderec 2005 2006
(thousands of euros’
Audit Fees 7,361 11,24¢
Audit-Related Fees(? 2,601 1,77¢
Tax Fees(2 53 97
All Other Fees(3) 515 1,497
Total 10,53( 14,621

(1) In 2006, includes fees paid for: the review of ardistribution investments and for the revievited quality services of Endesa’s
distribution systems, both required by Spanish leggts ( € 1,238,460); last invoice for the assistaservices rendered in relation with
Endesa’s readiness plan to comply with SarbanesyGxtection 404 requirements ( € 179,757); sexaggaded upon procedures ( €
210,000) and other audit-related services ( € 1%),3n 2005, includes fees for: assistance sesvierdered in relation with Endesa’s
readiness plan to comply with Sarbanes-Oxley'si@e@04 requirements ( € 1,510,249); review ofaiertlistribution investments ( €
405,083); several agreed upon procedures ( € 22p,88e diligence performed in Italy and Polandl(7Z,000); and other audit-related
services ( € 279,776).

(2) In 2006, includes fees paid for: tax consultancylwn Argentina, Colombia, Chile and Spain (amodrie€ 45,000, € 40,230, € 6,826
and € 5,137 respectively). In 2005, includes fexd for tax consultancy work in Argentina, Chiledg®pain (amounting to € 38,585, €
12,413 and € 2,407, respectively).

(3) In 2006, includes fees paid for: IT collaboratiorebEndesa’s tax planning and monitoring syste®820,000); collaboration related to
Endesa’s Corporate Risk Model ( € 386,081); coltation reviewing quality drivers on distributiont&dy ( € 160,765) and other minor
services ( € 77,566). In 2005, includes fees follaboration in a project to update the model psses ( € 255,000); collaboration in a
rules and procedures program project ( € 107,9900gboration in a commercial procedures identif@aproject ( € 48,400) and other
minor services ( € 103,495).

The amounts included in the table above and tladagfootnotes have been classified in accordaitbeRublic Company Accounting
Oversight Board (PCAOB) guidance, which are diffeli@ certain respects from the classifications enadder our consolidated financial
statements prepared in accordance with IFRS.

Audit Committee Pre-Approval Policies and Procedsre

Endesa’s external auditors are appointed by iteebidders at the annual shareholders’ meeting.|&ilyithe shareholders of our
subsidiaries, which are located in countries wiag@icable law and regulation so establishes, aypsoich subsidiaries’ external auditors.

The Audit and Control Committee, through the cogperudit department, manages appointment propeosaisw of engagement lette
fee negotiations, quality control in respect of sleevices provided, review and control of indeperddssues and other related matters.

The Audit and Control Committee has a pre-apprpedity regarding the contracting of Endesa’s exdeauditor, or any affiliate of the
external auditor, for professional services. Thefgmsional services
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covered by such policy include audit and non-aselivices provided to Endesa or any of our subsédiaeflected in agreements dated on or
after May 6, 2003.

Fees payable in connection with recurring auditises are approved as part of our annual budges payable in connection with
nonrecurring audit services, once they have bealyzed by the corporate audit department, are sidninio the Audit and Control
Committee for approval or denial.

The pre-approval policy established by the Audi @ontrol Committee for non-audit services is db¥es:

< The business unit that has requested the servitéharaudit firm requested to perform the servicstnequest that the corporate a
manager review the nature of the service to beigeolv

« At that point, the corporate audit department aresdythe request and requires the audit firm thablean requested to provide the
service to issue a certificate signed by the paresponsible for the audit of our consolidatedficial statements confirming such

audit firm’s independence.
« Finally, the proposal is submitted to the Audit &whtrol Committee for approval or denial.

All services described in footnotes (1), (2) andt@the table above were approved in line withpghecedure described immediately
above since May 6, 2003.

In addition, due to the SEC-PCAOB release numbes3B¥7 (Audit Committee Pre-Approval of Certain T@ervices), the Audit and
Control Committee has designed, approved and imghéad the necessary procedures to fulfill the reyuirements described by this rule.

ITEM 16D. EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COM MITTEES

None.

ITEM 16E. PURCHASES FOR EQUITY SECURITIES BY THE ISSUER AND AFFILIATED PURCHASERS
Issuer Purchase of Equity Securities
In 2006, neither Endesa, S.A. nor any of its afds, purchased any of Endesa, S.A.’s equity sesuri
PART IlI
ITEM 17. FINANCIAL STATEMENTS

The Registrant has responded to Item 18 in lieegionding to this Item.

ITEM 18. FINANCIAL STATEMENTS
See Item 19(a) for a list of financial statemeiiexdfunder Item 18.
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ITEM 19.

EXHIBITS

(a) List of Financial Statements

Page

Auditors’ Reports Introduction Note F-2
Report of Deloitte, S.L. for the consolidated finah statements of Endesa, S.A. as of December 31,

2005 and 2006 and for the three year period endgs@ibber 31, 200 F-4
Report of Deloitte, S.L. Endesa, S.A. Internal Conbver Financial Reporting as of December 31,

2006 F-6
Report of Ernst & Young LTDA. for the consolidatfidancial statements of Empresa Nacional de

Electricidad S.A.(Endesa Chile) as of December2®D5 and 2006 and for the three year period

ended December 31, 20 F-8
Report of Ernst & Young LTDA. Empresa Nacional dedficidad S.A. (Endesa Chile). Internal

Control over Financial Reporting as of December2Z2D6 F-10

Report of Deloitte & Touche Sociedad de Auditor&Sonsultores Ltda. for the consolidated financial
statements of Endesa Brasil, S.A. as of Decemhe2®I5 and 2006 and for the three months ended

December 31, 2005 and the year ended DecembefGa& F-12
Report of Ernst & Young Auditores Independentes f&Sthe consolidated financial statements of
Companhia de Intercondo Ener¢tica (CIEN) as of and for the year ended DecembiePB06 F-14

Report of Ernst & Young Auditores Independentes $&Sthe individual financial statements of
Companhia de Interconex&o Energética (CIEN) andffar the three months ended December 31,

2005 F-16
Report of Ernst & Young Auditores Independentes #SCentral Geradora Termelétrica Fortaleza as

of and for the year ended December 31, 2 F-17
Report of Ernst & Young Auditores Independentes SCentrais Elétricas Cachoeira Dourada S.A.

as of and for the year ended December 31, . F-18
Report of Ernst & Young Auditores Independentes &5Central Geradora Termelétrica Fortaleza as

of and for the three months ended December 31, F-19
Report of Ernst & Young Auditores Independentes &5Centrais Elétricas Cachoeira Dourada S.A.

as of and for the three months ended December085 F-20
Report of Deloitte & Co. S.R.L. for the individu@ancial statements of Compafiia de Transmisiéon

del Mercosur S.A. as of and for the year ended Bes 31, 200t F-21
Report of Deloitte & Co. S.R.L. for the individuhancial statements of Transportadora de Energia

S.A. as of and for the year ended December 31, F-22

Report of Ernst & Young Auditores Independentes fSthe consolidated financial statements of
Companhia de Interconex&o Energética (CIEN) andffar the two year period ended

December 31, 20C F-23
Consolidated Balance Sheets as of December 31, &00200¢ F-25
Consolidated Statements of Income for the years@icember 31, 2004, 2005 and 2 F-26
Consolidated Statement of Recognized Income ane@rSefor the years ended December 31, 2004,

2005 and 200! F-27
Consolidated Cash Flow Statements for the yearscebeécember 31, 2004, 2005 and 2 F-28
Notes to the Consolidated Financial Statem F-29
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(b) List of Exhibits

1.1 Articles of Association, as amende!

1.2 Articles of Association, as amended (English tratish).*
8.1 List of Subsidiaries

11.1 Code of Ethics.

11.2 Code of Ethics (English translation’

12.1 Section 302 Chief Executive Officer Certificatic

12.2 Section 302 Chief Financial Officer Certificatic

13.1 Section 906 Certificatior

Incorporated by reference to Endesa, S.A.’s anrapairt for the year ended December 31, 2003 fil#k the Securities and Exchange
Commission on June 30, 2004.
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SIGNATURES

The Registrant certifies that it meets all of thguirements for filing on Form 20-F and that it dasy caused and authorized the
undersigned to sign this annual report on its Behal

ENDESA, S.A.

By: /s/ JOSE LUIS PALOMO ALVAREZ

Name: Joé Luis Palomo Alvare:
Title: Chief Financial Officel

Date: June 1, 2007
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Auditors’ Reports Introduction Note
Auditors’ report for the consolidated financial &aents

Because our principal auditor, Deloitte, issuedaditor’s report for 2006 which makes referencth®work of other auditors, Ernst &
Young, for the audit work of the Chilean GAAP fircded statements of Endesa Chile, Ernst & Youngf®rein respect of Endesa Chile is
included in our Form 20-F.

In addition, because Ernst & Young makes referémseich report to the work of other auditors, Digdgiin relation to Endesa Chile’s
equity investment in Endesa Brasil, Deloitte’s meio respect of the Chilean GAAP financial stateiseof Endesa Brasil is included in our
Form 20-F.

Endesa Brasil was created in 2005 to act as thdifgptompany for all of our generation, transmissaod distribution assets previously
held through Endesa Internacional, Enersis, En@éda and Chilectra S.A. held in Brazil. This reanization, which was completed as of
September 30, 2005, simplifies the ownership stinecdf these assets in Brazil.

After the reorganization of our investments in Blr@2ompanhia de Interconexado Energética S.A. (IC)Eand Geradora Termelétrica
Fortaleza S.A. (“CGTF”) became wholly owned by Esal®rasil, and Centrais Elétricas Cachoeira Dousada“Cachoeira”) became
99.61% owned by Endesa Brasil. Endesa Brasil's ostmg is structured as follows: 28.48% owned by éSadinternacional, our wholly
owned subsidiary; 36.27% owned by Endesa Chil&§528.owned by Enersis; and the other 14.7% ownesbhye other companies pertair
to Endesa Group.

Due to the financial reporting requirements in €hds a result of the completion of the reorgaiimaEndesa Brasil issued Chilean
GAAP consolidated financial statements for thequkfrom the date of its reorganization of entitiésler common control, September 30,
2005, until December 31, 2006, which, thereforeluded a three-month period ended December 31, @00%he entire fiscal year ended
December 31, 2006.

Endesa Brasil's auditor, Deloitte, issued an auditeeport on such Chilean GAAP financial statemeiitich made reference to the wi
of other auditors, Ernst & Young, for the auditloé Chilean GAAP financial statements of CIEN, CGirfe Cachoeira.

In addition CIEN’s auditor, Ernst & Young, issued @auditor’s report on its consolidated Chilean GAfikRancial statements for the year
ended December 31, 2006, which made referencestawahk of other auditors, Deloitte, for the auditiee Chilean GAAP financial
statements of Transportadora de Energia S.A. (TE®A)YCompariia de Transmisién del Mercosur S.A. (ETM

Therefore, in light of all of the above, the follmg auditors’ reports are being included in ourrR@0-F in order to comply with Rule 2-
05 of Regulation S-X and include the various reipe@uditor’s reports on which our principal awdifor any auditor relied on by our
principal auditor) has relied.

Our Principal Auditor Report

Report of Deloitte, S.L. for the consolidated finah statements of Endesa, S.A. as of Decembe2®15 and 2006 and for the three y
period ended December 31, 2006.

The report of the other auditor on which our auditor has placed reliance

Report of Ernst & Young LTDA. for the consolidatfidancial statements of Empresa Nacional de Eldad S.A.(Endesa Chile) as of
December 31, 2005 and 2006 and for the three ywa@dended December 31, 2006.

The report of the other auditor on which Ernst & Young LTDA. has placed reliance

Report of Deloitte & Touche Sociedad de AuditorgSonsultores Ltda. for the consolidated financiatesnents of Endesa Brasil, S.A.
as of December 31, 2005 and 2006 and for the thm#hs ended December 31, 2005 and the year eneleehiber 31, 2006.
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The report of the other auditor on which Deloitte & Touche Sociedad de Auditores y Consultores Ltdaals placed reliance

Report of Ernst & Young Auditores Independentes $Sthe consolidated financial statements of Canfpa de Interconex&o
Energética (CIEN) as of and for the year ended Béez 31, 2006.

Report of Ernst & Young Auditores Independentes $iSthe individual financial statements of Compiande Interconexdo Energética
(CIEN) as of and for the three months ended Decei3ibe2005.

Report of Ernst & Young Auditores Independentes #SCentral Geradora Termelétrica Fortaleza anaoffor the year ended
December 31, 2006.

Report of Ernst & Young Auditores Independentes #15Centrais Elétricas Cachoeira Dourada S.Afand for the year ended
December 31, 2006.

Report of Ernst & Young Auditores Independentes #SCentral Geradora Termelétrica Fortaleza anaoffor the three months ended
December 31, 2005.

Report of Ernst & Young Auditores Independentes fSCentrais Elétricas Cachoeira Dourada S.Afand for the three months
ended December 31, 2005.
The report of the other auditor on which the audita Ernst & Young Auditores Independentes S.S. for cosolidated financial
statements of CIEN has placed reliance

Report of Deloitte & Co. S.R.L. for the individufahancial statements of Compafiia de TransmisiérMdgtosur S.A. as of and for the
year ended December 31, 20

Report of Deloitte & Co. S.R.L. for the individu@hancial statements of Transportadora de Energiags of and for the year ended
December 31, 2006.
The report of the other auditors on which our prindpal auditor, Deloitte, has placed reliance in itauditor's report for 2004 and 2005
with respect to the Chilean GAAP financial statemets of CIEN for such years

Report of Ernst & Young Auditores Independentes $Sthe consolidated financial statements of Canfpa de Interconex&o
Energética (CIEN) as of and for the two year peended December 31, 2005.

Auditors’ report of Internal Control over Financi&eporting

Because our principal auditor, Deloitte, issuedaditor’s report for 2006 which makes referencthtowork of other auditors, Ernst &
Young, for the audit work of the Chilean GAAP fircéal statements of Endesa Chile, Ernst & Youngporeof Internal Control over
Financial Reporting in respect of Endesa Chiledtuded in our Form 20-F.

Our Principal Auditor’'s Report

Report of Deloitte, S.L. Endesa, S.A. Internal Coinbver Financial Reporting as of December 31,6200

The report of the other auditor on which our auditor has placed reliance

Report of Ernst & Young LTDA. Empresa Nacional dedficidad S.A. (Endesa Chile). Internal ContreéoFinancial Reporting as of
December 31, 2006.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and
Shareholders of Endesa, S.A.:

1.

We have audited the accompanying consolidated balsineets of Endesa, S.A. and Subsidiaries (“tmep@ay”) as of December 31,
2006 and 2005, and the related consolidated statsméincome, cash flows and recognized incomeexipeénse for the each of the
three years in the period ended December 31, ZUt&e financial statements are the responsibilithieo Company’s management. Our
responsibility is to express an opinion on thegesotidated financial statements based on our auiésdid not audit the 2006, 2005 and
2004 financial statements of Empresa Nacional éetBtidad, S.A. (Endesa Chile) and some of itss@liaaries, which statements refl
total assets constituting 10% and 11%, respectivélgonsolidated total assets as of December@16 2nd 2005 and sales constituting
5%, 5% and 5%, respectively, of consolidated salethe years ended December 31, 2006, 2005 ardl 28€pectively. Those
statements prepared in accordance with accountingiples generally accepted in Chile were auditgather auditors whose reports
have been furnished to us and our opinion, insadat relates to the amounts included for Empresaidwial de Electricidad, S.A. -
Endesa Chile and some of its Subsidiaries on sasls lof accounting is based solely on the repdrssich other auditors.

We conducted our audits in accordance with starsdafrthe Public Company Accounting Oversight Bo@dited States of America).
Those standards require that we plan and perfoenadidit to obtain reasonable assurance about witbéhénancial statements are free
of material misstatements. An audit includes examginon a test basis, evidence supporting the ats@md disclosures (including the
conversion of the amounts in the financial statemmehEndesa Chile and some of its Subsidiariesgyeal in accordance with
accounting principles generally accepted in Chdegmounts in accordance with International FinalnRieporting Standards as adopted
by the European Union and the reconciliation ohsaimount to accounting principles generally acakptehe United States of Americ
in the consolidated financial statements. An aaldit includes assessing the accounting princiled and significant estimates made
management, as well as evaluating the overall &iishistatements presentation. We believe that oditeiand the reports of the other
auditors provide a reasonable basis for our opinion

In our opinion, based on our audits and the repirtlse other auditors, the consolidated finansiatements referred to above present
fairly, in all material respects, the financial fims of Endesa, S.A. and Subsidiaries as of Dea¥rh, 2006 and 2005, and the resul
their operations and their cash flows for eacthefthree years in the period ended December 38, 20@onformity with International
Financial Reporting Standards (IFRS) and Intermati¢-inancial Reporting Standards as adopted bithepean Union (EU-IFRSS).

As indicated in Note 2.1 to the consolidated finahstatements, the Company changed its methodanfuating for Financial
Instruments (application of International AccougtiBtandards 32 and 39 as
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adopted by the European Union) on January 1, 260&als by applying the exception provided for iR8-1 adopted by the European
Union, without requiring that the comparative figarfor 2004 be restated and, therefore, the figuhes compared to 2004 should take
this circumstance into account.

International Financial Reporting Standards (IFBSJ International Financial Reporting Standardadapted by the European Union
(EU-IFRSSs) vary in certain significant respectavfraccounting principles generally accepted in thidd States of America (U.S.
GAAP). The application of the latter would haveeafied the determination of net income for eacthefthree years in the period ended
December 31, 2006, and the determination of shéters) equity as of December 31, 2005 and 2006 ¢cextent summarized in Note
30 to the consolidated financial statements.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States of America),
the effectiveness of the Company’s internal cordxar financial reporting as of December 31, 2QE&ed on the criteria established in
Internal Control—Integrated Framework issued byGloenmittee of Sponsoring Organizations of the TweadCommission (COSO)
and our report dated May 22, 2007 expressed analifigd opinion on management’s assessment offfieeteveness of the Company’s
internal control over financial reporting and amualified opinion on the effectiveness of the Comps internal control over financial
reporting based on our audits and the report obther auditors.

DELOITTE, S.L.

it 1

Madrid, Spair

May 22, 2007
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and
Shareholders of Endesa, S.A.:

1.

We have audited management’s assessment, incloded accompanying Management’s Annual Report tariial Control Over
Financial Reporting, that Endesa, S.A. and subsadidthe “Company”) maintained effective internahtrol over financial
reporting as of December 31, 2006, based on aitsiablished itnternal Control—Integrated Frameworksued by the
Committee of Sponsoring Organizations of the Tremd@ommission (COSO). The Company’s managemessgonsible for
maintaining effective internal control over finaalcieporting and for its assessment of the effeciss of internal control over
financial reporting. Our responsibility is to exgsean opinion on management’s assessment andraoropi the effectiveness of
the Company’s internal control over financial repay based on our audit. We did not examine thectiffeness of internal control
over financial reporting of Empresa Nacional decEleidad, S.A. (Endesa Chile) and its subsidianesose financial statements
reflect total assets and revenues constituting p8féent and 5% percent, respectively, of the rélatmsolidated financial statem
amounts as of and for the year ended Decembel0BS. I he effectiveness of Empresa Nacional de Bdétad, S.A. - Endesa
Chile and its subsidiaries’ internal control ovieahcial reporting for the preparation of its ficéal statements in accordance with
accounting principles generally accepted in Chilas audited by other auditors whose report has hgaished to us, and our
opinions, insofar as they relate to the effectiwsnaf Empresa Nacional de Electricidad, S.A.—En@ske and its subsidiaries’
internal control over financial reporting, are bdselely on the report of the other auditors.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8dé@/nited States of
America). Those standards require that we planpanfibrm the audit to obtain reasonable assurancetathether effective internal
control over financial reporting was maintainediihmaterial respects. Our audit included obtairangunderstanding of internal
control over financial reporting, evaluating managat’s assessment, testing and evaluating therdesig) operating effectiveness
of internal control (including those controls fhetconversion of the amounts in the financial statets of Endesa Chile and its
subsidiaries prepared in accordance with accouptiimgiples generally accepted in Chile, to the ams included in the
preparation the Company’s consolidated financetkestents), and performing such other proceduresansidered necessary in
the circumstances. We believe that our audit aadeaport of the other auditors provide a reasoniaddés for our opinion.

A company’s internal control over financial repogiis a process designed by, or under the supenvidi the company’s principal
executive and principal financial officers, or pErs performing similar functions, and effected hg tompany’s board of directors,
management, and other personnel to provide reapassurance regarding the reliability of financegorting

F-6




and the preparation of financial statements foeml purposes in accordance with generally acdegteounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (ftaipeto the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company;

(2) provide reasonable assurance that transadienecorded as necessary to permit preparatifinasfcial statements in
accordance with generally accepted accounting ipies; and that receipts and expenditures of tiepamy are being made only in
accordance with authorizations of management amdtdirs of the company; and (3) provide reasonasdeirance regarding
prevention or timely detection of unauthorized asitjon, use, or disposition of the company’s ass$leat could have a material
effect on the financial statements.

4. Because of the inherent limitations of internaltcohover financial reporting, including the posgktp of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventatbtacted on a timely basis.
Also, projections of any evaluation of the effeetiess of the internal control over financial rejpgrto future periods are subject to
the risk that the controls may become inadequataus® of changes in conditions, or that the degfreempliance with the policies
or procedures may deteriorate.

5. In our opinion, based on our audit and the repbiti® other auditors, management’'s assessmentih&ompany maintained
effective internal control over financial reporting of December 31, 2006, is fairly stated, invadterial respects, based on the
criteria established imternal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatidgrike
Treadway Commission (COSO). Also, in our opinioaséd on our audit and the report of the other arglithe Company
maintained, in all material respects, effectiveinal control over financial reporting as of Decem®1, 2006, based on the criteria
established imnternal Control—Integrated Frameworksued by the Committee of Sponsoring Organizatidrike Treadway
Commission (COSO).

6. We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States of
America), the consolidated financial statementsfasnd for the year ended December 31, 2006, o€ttrapany and our report
dated May 22, 2007, expressed an unqualified opiara included explanatory paragraphs, relatintheachange in the Company’s
method of accounting for Financial Instruments anuary 1, 2005 onwards by applying the exceptiowiged for in IFRS 1
adopted by the European Union, without restatireg2®04 comparative figures as indicated in Notead the information include
in Note 30 about the significant respects of tifedinces between International Financial Repor8tandards (IFRS) and
International Financial Reporting Standards as ttbpy the European Union (EU-IFRSs) and accourgintgiples generally
accepted in the United States of America (U.S. GAAR those financial statements based on our andithe report of the other
auditors.

DELOITTE, S.L.

it L1

Madrid, Spain
May 22, 2007
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Shareholders of
Empresa Nacional de Electricidad S.A. (Endesa-Ehile

We have audited the accompanying consolidated balsimeets of Endesa-Chile and its subsidiaries'@Gbmpany”)as of December 3.
2005 and 2006, and the related consolidated statsmé&income, changes in shareholderglity and cash flows for each of the three yea
the period ended December 31, 2006. Our auditiatdeded the financial statement schedule listetthéindex. These financial statements
and schedule are the responsibility of the Compamanagement. Our responsibility is to expressp@mian on these financial statements
schedule based on our audits. We did not auditéhsolidated financial statements of certain subsas, which statements reflect total as
representing 40.89 percent and 36.91 percent Bs@dmber 31, 2005 and 2006, respectively, and texainues representing of 38.78 perc
37.39 percent and 38.08 percent for each of tleethears in the period ended December 31, 20Q@ecteely. We also did not audit the
financial statements of certain investments acaxlifdar under the equity method, which representégp@rcent and 8.04 percent of total
consolidated assets as of December 31, 2005 arg] &¥pectively, and the equity in their net restapresented 0.74 percent, 11.7 percent
and 19.63 percent of the consolidated net incomedoh of the three years in the period ended DeeeBil, 2006, respectively. Those
statements were audited by other auditors whoswtepave been furnished to us, and our opinissufar as it relates to the amounts
included for those entities, is based solely onréperts of the other auditors.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBiqUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digids in the financial statements,
assessing the accounting principles used and &igntfestimates made by management, and evaluagngverall financial statement
presentation. We believe that our audits and therts of other auditors provide a reasonable asisur opinion.

In our opinion, based on our audits and the repwirtgher auditors, the financial statements ref@to above present fairly, in all
material respects, the consolidated financial posibf Endesa-Chile and subsidiaries at Decembg?@15 and 2006, and the results of their
operations and their cash flows for each of thedfyears in the period ended December 31, 200énifoienity with accounting principles
generally accepted in Chile, which differ in cemtagéspects from accounting principles generallyepted in the United States of America (see
Note 32 to the consolidated financial stateme#tisp, in our opinion, the related financial stateschedule, when considered in relatiol
the basic financial statements taken as a whobsgpts fairly, in all material respects, the infation set forth therein.

Firma miembro de Ernst & Young Global

F-8




We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the
effectiveness of the Company’s internal controlrdirancial reporting as of December 31, 2006, Hasethe criteria established in Internal
Control-Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Casion and our report dated
April 13, 2007 expressed an unqualified opiniorrdoa.

ERNST & YOUNG LTDA.

ém*m

Santiago, Chile
April 13, 2007

Firma miembro de Ernst & Young Global
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ﬂ ERNST& YOUNG # Huérfanos 770, 57 Piso ¥ Teléfone: (36-2) 676 1000

HiLI!liil_l\l.'.l.l. Chile Fax: {56-23 676 1010
Casilla: 2823

Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders of
Empresa Nacional Dc Electricidad S.A. and subsigkar

We have audited management’'s assessment, inclodbd accompanying Form 20-F, that Empresa Nacwadallectricidad S.A. and
subsidiaries (“Endesa-Chile” or “the Company”) ntained effective internal control over financiapogting as of December 31, 2006, based
on criteria established in Internal Control—IntegthFramework issued by the Committee of Sponsddirganizations of the Treadway
Commission (the COSO criteria). Endesa-Chile’s rgangent is responsible for maintaining effectiveinal control over financial reporting
and for its assessment of the effectiveness offriatecontrol over financial reporting. Our respduildy is to express an opinion on
management’s assessment and an opinion on theéheffeess of the company’s internal control oveafidial reporting based on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8dé/nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
evaluating management’s assessment, testing ahgaéug the design and operating effectivenessitefrnal control, and performing such
other procedures as we considered necessary airthenstances. We believe that our audit providesagonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesasuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jge reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygsats that could have a material effect on thenGiizd statements.

Because of its inherent limitations, internal cohbver financial reporting may not prevent or d¢tmisstatements. Also, projections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdenaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, management’'s assessment that Efdesa maintained effective internal control overaincial reporting as of
December 31, 2006, is fairly stated, in all mategapects, based on the COSO criteria. Also, mopinion, Endesa-Chile maintained, in all
material respects, effective internal control diieancial reporting as of December 31, 2006, basethe COSO criteria.

Firma miembro de Ernst & Young Global

F- 10




We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the
consolidated balance sheets of Endesa-Chile agadmber 31, 2005 and 2006, and the related coasadidtatements of income,
shareholders’ equity, and cash flows for each efttinee years in the period ended December 31, 20@@®ur report dated April 13, 2007,
expressed an unqualified opinion thereon.

ERNST & YOUNG LTDA.

ém*m

Santiago, Chile
April 13, 2007

Firma miembro de Ernst & Young Global
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders of Endesa Brasil S.A.:

We have audited the accompanying consolidated balsimeets of Endesa Brasil S.A. and Subsidiaties‘@Gompany”) as of
December 31, 2005 and 2006, and the related cdasetl statements of operations, shareholders’yegnit cash flows for the three month
period ended December 31, 2005 and the year endeeniiber 31, 2006, respectively (expressed in canGtailean pesos) (none of which
presented herein). These financial statementsharsesponsibility of the Company’s management. @sponsibility is to express an opinion
on these financial statements based on our addésdid not audit the financial statements for tire¢ month period ended December 31,
2005 and the year ended December 31, 2006, regpkyatif certain of its consolidated subsidiariesréfinafter referred to as the
“Companies”), which statements reflect total assetsstituting 35.95% and 34.46 % of consolidatedl assets at December 31, 2005 and
2006 and total revenues of 9.92% and 27.21% ofalimtaded total revenues for the respective threathmperiod ended December 31, 2005
and the year ended December 31, 2006. With respéioe consolidated shareholdeggiuity and net income information stated on theésbat
accounting principles generally accepted in thetdthStates of America (“U.S. GAAP”) in Note 24, skhdinancial statements reflect total
shareholders’ equity constituting 48.04% and 57.@0%onsolidated U.S. GAAP basis shareholders’tgcatiDecember 31, 2005, and 2006
and total net income constituting 12.25% and 74®04f consolidated U.S. GAAP basis net income ffierthree month period ended
December 31, 2005 and the year ended DecembefB&, 3uch statements were audited by other auditoose reports have been provided
to us and our opinion, insofar as it relates toaimunts included for these companies, is basetlysmh the reports of such other auditors.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBiqUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isriral control over financial reporting.
Our audit included consideration of internal cohtrneer financial reporting as a basis for desigranglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgssmopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autlibancludes examining, on a test basis, evidenppating the amounts and disclosures
in the financial statements, assessing the acamuptinciples used and significant estimates mad@énagement, as well as evaluating the
overall financial statement presentation. We belithat our audits and the reports of the othertargdprovide a reasonable basis for our
opinion.

In our opinion, based on our audits and the repartke other auditors, such consolidated finanstalements present fairly, in all
material respects, the financial position of End@sesil S.A. and subsidiaries as of December 3052thd 2006, and the results of their
operations, changes in their shareholders’ equititheir cash flows for the three month period ehbecember 31, 2005 and the
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year ended December 31, 2006, respectively, inoconify with accounting principles generally accepie Chile.

Accounting principles generally accepted in Chigyin certain significant respects from U.S. GAARe application of the latter wot
have affected the determination of net incomeHerthree month period ended December 31, 2005hengkear ended December 31, 2006,
and the determination of shareholders’ equity a3afember 31, 2005 and 2006, to the extent sumethiieNote 24 to the consolidated
financial statements.

Santiago, Chile
March 9, 2007
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
CIEN—Companhia de Interconexao Energetica

We have audited the accompanying consolidated balsimieet of CIEN—Companhia de Interconexao Eneayétid its subsidiaries (the
“Company”) as of December 31, 2006, and the relatetsolidated statements of income, changes iresblters’ equity and cash flows for
the year then ended (not presented separatelynfieféiese financial statements are the resporngibilithe Company’s management. Our
responsibility is to express an opinion on thesarftial statements based on our audit. We didumdit the financial statements of
Transportadora de Energia S.A.—TESA and Compafilaatesmision del MERCOSUR S.A.—CTM, wholly-ownedsidiaries of the
Company, which statements reflect total assetd@atirevenues representing 13% and 6% as of Deseih 2006, and for the year then
ended, respectively. Those statements were augjtether auditors whose reports have been furnisthed, and our opinion, insofar as it
relates to the amounts included for Transportader&nergia S.A.—TESA and Compaifiia de TransmisibMERCOSUR S.A.—CTM, is
based solely on the reports of the other auditors.

We conducted our audit in accordance with the stadgdof the Public Company Accounting Oversightri8d@nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. We were not engaged to perform ai @futthe Company’s internal control over finandiaporting. Our audit included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesrixiag, on a test basis, evidence supporting thewerts and disclosures in the financial
statements, assessing the accounting principlesarsg significant estimates made by managementeaadating the overall financial
statement presentation. We believe that our anditlae reports of other auditors provide a reasenadsis for our opinion.
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In our opinion, based on our audit and the reports of other axglithe financial statements referred to abovseaufairly, in all materi:
respects, the consolidated financial position &K+Companhia de Interconexao Energética and itsidiaties at December 31, 2006, and
the consolidated results of their operations aeit tash flows for the year then ended, in conformith accounting principles generally
accepted in Chile, which differ in certain respdodsn accounting principles generally acceptechisWnited States of America (see Note 24
to the financial statements).

Rio de Janeiro, Brazil, February 2, 2(

ERNST & YOUNG
Auditores Independentes S

'y, . II. 4

| % o "
e LA A LA [ T N Wl Wog W

Claudio Camarg:
Partner
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
CIEN—Companhia de Interconexa@o Energética

We have audited the accompanying balance shed&N-&Companhia de Interconexdo Energetica (the “Camygp) as of December 3
2005, and the related statements of income, changdmareholders’ equity and cash flows for the¢hmonth period ended December 31,
2005 (not presented separately herein). Thesediabstatements are the responsibility of the Camypsamanagement. Our responsibility it
express an opinion on these financial statemerstschan our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting Oversightri8d@nited States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. We were not engaged to perform ait afuitie Company’s internal control over finanaiaporting. Our audit included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesréxiag, on a test basis, evidence supporting theusmts and disclosures in the financial
statements, assessing the accounting principlesarggsignificant estimates made by managementgaadating the overall financial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, financial position of CIEN—
Companhia de Interconexdo Energética at Decemh&0Bb, and the results of its operations andash dlows for the three-month period
ended December 31, 2005 in conformity with accaunfirinciples generally accepted in Chile, whictfiediin certain respects from
accounting principles generally accepted in thetdthStates of America (see Note 24 to the finarst@kements).

Rio de Janeiro, Brazil, January 13, 2(

ERNST & YOUNG
Auditores Independentes S

I/ {

Claudio Camarg:
Partnet
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Central Geradora Termeletrica Fortaleza—CGTF

We have audited the accompanying balance sheetrmif&l Geradora Termeletrica Fortaleza—CGTF (thei@any”) as of
December 31, 2006, and the related statementgoifia, changes in shareholders’ equity and caslsffomthe year then ended (not
presented separately herein). These financialrstatts are the responsibility of the Company’s manant. Our responsibility is to express
an opinion on these financial statements basedioaudit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8dé/nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. We were not engaged to perform ai afuitie Company’s internal control over finanaiaporting. Our audit included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesréxiag, on a test basis, evidence supporting theusts and disclosures in the financial
statements, assessing the accounting principlesarggsignificant estimates made by managementaadating the overall financial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, financial position of Central Geradora
Termeletrica Fortaleza—CGTF as of December 31, 2806 the results of its operations and its cashiflfor the year then ended, in
conformity with accounting principles generally apted in Chile, which differ in certain respectanfraccounting principles generally
accepted in the United States of America (See Rt the financial statements).

Rio de Janeiro, Brazil, February 2, 2(

ERNST & YOUNG
Auditores Independentes S

v/ |'I

. o= e cunGl

Claudio Camargt
Partner
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Centrais Elétricas Cachoeira Dourada—CDSA

We have audited the accompanying balance sheet¢rmfais Elétricas Cachoeira Dourada—CDSA (the “Camyp) as of December 31,
2006, and the related statements of income, changdmreholders’ equity and cash flows for theryban ended (not presented separately
herein). These financial statements are the redptitysof the Company’s management. Our respotlisjbis to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting OversightriBd@nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. We were not engaged to perform ait efuitie Company’s internal control over finanaiaporting. Our audit included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesréxiag, on a test basis, evidence supporting theuss and disclosures in the financial
statements, assessing the accounting principlesarggsignificant estimates made by management@aadating the overall financial
statement presentation. We believe that our auditigges a reasonable basis for our opinion.

In our opinion, the financial statements refer@above present fairly, in all material respedts, financial position of Centrais Elétricas
Cachoeira Dourada€DSA as of December 31, 2006, and the resultsaferations and its cash flows for the year theted, in conformit
with accounting principles generally accepted inl€ hwhich differ in certain respects from accougtprinciples generally accepted in the
United States of America (see Note 21 to the fir@rstatements).

Rio de Janeiro, Brazil, February 2, 2(

ERNST & YOUNG
Auditores Independentes S

I | &
'y, f
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Claudio Camarg:
Partner
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Central Geradora Termelétrica Fortaleza—CGTF

We have audited the accompanying balance sheet¢rmif&l Geradora Termelétrica Fortaleza—CGTF (thei@any”) as of
December 31, 2005, and the related statementsoiia, changes in shareholders’ equity and castsffomthe three-month period ended
December 31, 2005 (not presented separately hefi@iaye financial statements are the responsilofithe Company’s management. Our
responsibility is to express an opinion on thesarftial statements based on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting Oversightri8d@nited States). Those
standards require that we plan and perform thet andbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. We were not engaged to perform ait afuitie Company’s internal control over finanaiaporting. Our audit included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesrémiag, on a test basis, evidence supporting theusts and disclosures in the financial
statements, assessing the accounting principlesarggsignificant estimates made by managementg@aadating the overall financial
statement presentation. We believe that our auditigges a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, financial position of Central Geradora
Termelétrica Fortaleza—CGTF as of December 31, 2808 the results of its operations and its cashififor the three-month period ended
December 31, 2005 in conformity with accountingipiples generally accepted in Chile, which diffeicertain respects from accounting
principles generally accepted in the United Stafesmerica (see Note 22 to the financial statemgnts

Rio de Janeiro, Brazil, January 13, 2006

ERNST & YOUNG
Auditores Independentes S.S.

’

|
F ol

Claudio Camargo
Partner
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Centrais Elétricas Cachoeira Dourada S.A.—CDSA

We have audited the accompanying balance sheet¢rmif&s Elétricas Cachoeira Dourada S.A.—CDSA (@mmpany”) as of
December 31, 2005, and the related statementgoiia, changes in shareholders’ equity and castsffomthe three-month period ended
December 31, 2005 (not presented separately hefiéiaye financial statements are the responsilofithe Company’s management. Our
responsibility is to express an opinion on thesarftial statements based on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting OversightriBd@nited States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. We were not engaged to perform ai efuitie Company’s internal control over finanaiaporting. Our audit included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesréxiag, on a test basis, evidence supporting theusts and disclosures in the financial
statements, assessing the accounting principlesarggsignificant estimates made by managementg@aadating the overall financial
statement presentation. We believe that our auditigges a reasonable basis for our opinion.

In our opinion, the financial statements refer@above present fairly, in all material respedts, financial position of Centrais Elétricas
Cachoeira Dourada S.A.—CDSA as of December 31, 20@5he results of its operations and its cashdlfwr the three-month period ended
December 31, 2005 in conformity with accountingipiples generally accepted in Chile, which diffeicertain respects from accounting
principles generally accepted in the United Stafesmerica (see Note 21 to the financial statenmjents

Rio de Janeiro, Brazil, January 13, 2006

ERNST & YOUNG
Auditores Independentes S.S.

Iy, | #
'/ f
T A A LA S A Dl O

Claudio Camargo
Partner
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Durloitie & Co, SA.L
Florida 234, Piso 5°
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de Buenos Alres
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the President and Board of Directors of
Compafiia de Transmision del Mercosur S.A.:

We have audited the balance sheet of Compafiiaatesifision del Mercosur S.A. (the “Company”) as eEBmber 31, 2006 and the
statements of operations and cash flows for the ipethe period ended December 31, 2006 (none dfwdre presented herein). These
financial statements are the responsibility of@mmpany’s management. Our responsibility is to egpian opinion on these financial
statements based on our audits.

We conducted our audit in accordance with the stadgdof the Public Company Accounting Oversightri8d@nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of itsrirel control over financial reporting.
Our audit included consideration of internal cohtrneer financial reporting as a basis for desigranglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evidenpparting the amounts and disclosures
in the financial statements, assessing the acaayptinciples used and significant estimates mad@&nagement, as well as evaluating the
overall financial statement presentation. We belithat our audit provide a reasonable basis foopinion.

In our opinion, such financial statements presainlyf, in all material respects, the financial gimsi of Compafiia de Transmision del
Mercosur S.A. as of December 31, 2006, and thdtsesitheir operations and their cash flows fa ykear in the period ended December 31,
2006 in conformity with accounting principles gealr accepted in Chile.

Accounting principles generally accepted in Chieywin certain significant respects from accounfnigciples generally accepted in the
United States of America. The application of théelawould have affected the determination of nebme for the year in the period ended
December 31, 2006 and the determination of shadehsllequity at December 31, 2006 to the extentsarized in Note 19.

DELOITTE & Co. S.R.L.

Carlos A. Llovera:
Buenos Aires, February 1, 20

Deloitte refers to one or more of Deloitte Touclwhihatsu, a Swiss Verein, its member firms and tespective subsidiaries and affiliatt
As a Swiss Verein (association), neither Deloitteche Tohmatsu nor any of its member firms hadiabyity for each othe’s acts or
omissions. Each of the member firms is a sepanmaderadependent legal entity operating under the esfiDeloitte,” “Deloitte & Touche,”
“Deloitte Touche Tohmatsu,” or other related nam8srvices are provided by the member firms or thefisidiaries or affiliates and not by
the Deloitte Touche Tohmatsu Verein.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the President and Board of Directors of
Transportadora de Energia S.A.:

We have audited the balance sheet of TransportaldoEmergia S.A. (the “Company”) as of December2806 and the statements of
operations and cash flows for the year in the peeioded December 31, 2006 (none of which are piedérrein). These financial statements
are the responsibility of the Company’s managent@ut.responsibility is to express an opinion orsthBnancial statements based on our
audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting Oversightri8d@nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isriral control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigraniglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evidenpparting the amounts and disclosures
in the financial statements, assessing the acaayptinciples used and significant estimates mad@&nagement, as well as evaluating the
overall financial statement presentation. We belithat our audit provide a reasonable basis foopinion.

In our opinion, such financial statements presainlyf, in all material respects, the financial gimsi of Transportadora de Eneags.A. a:
of December 31, 2006, and the results of theiratpmrs and their cash flows for the year in theqekended December 31, 2006 in
conformity with accounting principles generally apted in Chile.

Accounting principles generally accepted in Chiewin certain significant respects from accountnigciples generally accepted in the
United States of America. The application of thtelawould have affected the determination of nebime for the year in the period ended
December 31, 2006 and the determination of shadehsllequity at December 31, 2006 to the extentsarized in Note 22.

DELOITTE & Co. S.R.L.

Carlos A. Lloverat
Buenos Aires, February 1, 20

Deloitte refers to one or more of Deloitte Toucluhihatsu, a Swiss Verein, its member firms and thspective subsidiaries and affiliat
As a Swiss Verein (association), neither Deloitache Tohmatsu nor any of its member firms hadiabyity for each othe’s acts or
omissions. Each of the member firms is a sepanmaderadependent legal entity operating under the esfiDeloitte,” “Deloitte & Touche,”
“Deloitte Touche Tohmatsu,” or other related nam8ervices are provided by the member firms or thelisidiaries or affiliates and not by
the Deloitte Touche Tohmatsu Verein.
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
CIEN—Companhia de Interconexao Energetica

We have audited the accompanying consolidated batasheets of CIEN—Companhia de Interconexao Etiesggnd its subsidiaries
(the “Company”) as of December 31, 2005 and 200d,the related consolidated statements of incolmmges in shareholders’ equity and
cash flows for each of the years then ended. Thesecial statements are the responsibility of@rmenpanys management. Our responsibi
is to express an opinion on these financial statesngased on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBigUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. We were not engaged to perform ai @futthe Company’s internal control over finandiaporting. Our audits included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesrixiag, on a test basis, evidence supporting thetents and disclosures in the financial
statements, assessing the accounting principlesarsg significant estimates made by managementeaadating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referredlbove present fairly, in all material respedts, financial position of CIEN—
Companhia de Interconex&o Energética and its sialoigisl at December 31, 2005 and 2004, and thetsasfutheir operations and their cash
flows for the years then ended, in conformity wattcounting principles generally accepted in Chileich differ in certain respects from
accounting principles generally accepted in thetdéhStates of America (see Note 24 to the finarst@tements).

Rio de Janeiro, Brazil, January 13, 2(

ERNST & YOUNG
Auditores Independentes S

! /'.. r i : l,I ¥

Claudio Camarg:
Partner
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ENDESA, S.A. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS AT 31 DECEMBER 2006 AND 2005

ASSETS

NON-CURRENT ASSETS

Property, plant and equipment (Note
Investment property (Note |

Intangible assets (Note

Goodwill (Note 8)

Investments accounted for using the equity metiadg 9)
Non-current financial assets (Note ]
Deferred tax assets (Note 2

CURRENT ASSETS

Inventories (Note 11

Trade and other receivables (Note

Current financial asse

Cash and cash equivalel

Non-current assets classified as held for sale
TOTAL ASSETS

EQUITY AND LIABILITIES

EQUITY (Note 13)

Of the Paren

Of minority interests

NON-CURRENT L IABILITIES

Deferred income (Note 1:

Long-term provisions (Note 1£

Bank borrowings and other financial liabilities (fddl.6)
Other noi-current payable

Deferred tax liabilities (Note 2(

CURRENT LIABILITIES

Bank borrowings and other financial liabilities (8dL.6)
Current trade and other payables (Note 19)

TOTAL EQUITY AND LIABILITIES

Millions of Euros

31/12/200¢

31/12/200¢

The accompanying Notes 1 to 30 are an integralgfahte
consolidated balance sheets at 31 December 20080a1%d
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46,38( 45,74z
33,71¢ 32,31¢
81 71
804 863
3,98¢ 4,27¢
649 623
4,482 4,134
2,664 3,46C
7,70€ 9,622
882 812
5,81¢ 6,09€
39 77
965 2,614

3 22
54,08¢ 55,36¢
15,93¢ 16,327
11,291 11,59C
4,645 4,737
30,001 28,63(
2,442 2,062
4,447 5,097
20,481 18,587
985 1,032
1,651 1,852
8,14¢ 10,40¢
629 2,45C
7,51€ 7,95€
54,08¢ 55,36¢




ENDESA, S.A. AND SUBSIDIARIES
CONSOLIDATED INCOME STATEMENTS FOR THE YEARS
ENDED 31 DECEMBER 2006, 2005 AND 2004

Millions of Euros

2006 2005 2004
REVENUE (Note 21) 20,58( 18,22¢ 13,66¢
Sales 19,637 17,50¢ 13,50¢
Other operating incom 943 721 156
PROCUREMENTS AND SERVICES (10,14€) (9,103 (6,292)
Power purchase (3,943 (3,367) (2,356
Cost of fuel consume (3,997 (3,57¢) (2,729
Transmission expens (738) (651) (520)
Other variable procurements and serv (1,468 (1,507) (692
CONTRIBUTION MARGIN 10,434 9,12€ 7,37¢
Work on nol-current assel 194 170 161
Staff costs (1,608 (1,547 (1,399
Other fixed operating expens (1,887) (1,72¢) (1,620
GROSS PROFIT FROM OPERATIONS 7,13¢ 6,02C 4,521
Depreciation and amortization charge (Notes 5 gr (24,9000 (1,77¢) (1,67%)
PROFIT FROM OPERATIONS 5,23¢ 4,244 2,84¢€
FINANCIAL LOSS (Note 22) (939) (1,252) (1,149
Net finance cost (969) (1,257) (1,087%)
Net exchange differenc 30 5 (60)
Result of companies accounted for using the equnéthod (Note 9 63 67 79
Income from other investmer 10 2 40
Income from asset disposals (Note 432 1,48€ 195
PROFIT BEFORE TAX 4,80% 4,547 2,01z
Income tax (Note 2C (2,007) (790) (352
PROFIT FOR THE YEAR 3,79¢ 3,757 1,661
Parent 2,96¢ 3,182 1,255
Minority interests 829 575 408
BASIC EARNINGS PER SHARE (in euros 2.80 3.01 1.19
DILUTED EARNINGS PER SHARE (in euros’ 2.80 3.01 1.19

The accompanying Notes 1 to 30 are an integralgfahte
consolidated income statements for 2006, 2005 a0d.2
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NET PROFIT RECOGNIZED DIRECTLY
IN EQUITY

In retained earning
Actuarial losses on pension schemes (Note
Tax effect
Effect of change in tax ra

In asset and liability revaluation resen

Available-for-sale investments (Note 1
Change in fair valu
Amount taken to incom

Cash flow hedges (Notes 16 and
Amount taken to incom
Other change

Tax effect

Effect of change in tax ra

In translation differences (Note 1
Gross translation differenc
Change in translation differenc
Reduction due to disposal of compar
Tax effect

PROFIT FOR THE YEAR

TOTAL INCOME AND EXPENSE
RECOGNIZED IN THE YEAR

Gross effect of changes in accounting policies
(application of IASs 32 and 3!

Tax effect

Net effect of changes in accounting polic
(application of IASs 32 and 3!

ENDESA, S.A. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF RECOGNIZED INCOME AND EX PENSE
FOR THE YEARS ENDED 31 DECEMBER 2006, 2005 AND 2004

Millions of Euros

2006 2005 2004
Of Minority Of Minority Of Minority
Of the Of the Of the
Parent Interests Total Parent Interests Total Parent Interests Total
(503) (366) (869) 727 693 1,42C 37 186 223
(20) — (20) (209) — (209) — — —
24 — 24 (323) — (323) — — —
(7) — (7) 114 — 114 — — —
(37) — (37) = — _ _ _ _
(81) (55) (136) 187 34 221 57 38 95
(170) — (170) 237 — 237 — — —
26 — 26 237 — 237 — — —
(196) — (196) — — — — — —
122 (61) 61 (17) 34 17 57 38 95
20 (11) 9 18 23 41 59 38 97
102 (50) 52 (35) 11 (24) ) — )
(39) 6 (33) (33) — (33) — — —
6 — 6 — — — — —
(402) (311) (713) 749 659 1,408 (20) 148 128
(402) (311) (713) 807 659 1,46€ 10 148 158
(402) (311) (713) 807 659 1,46€ 10 148 158
— — — (58) — (58) (30) — (30)
2,96¢ 829 3,798 3,182 575 3,757 1,253 408 1,661
2,46€ 463 2,929 3,90¢ 1,26¢ 5177  1,29C 594 1,884
— — — (283) (1,574) (1,857) — — —
— — — 91 — 91 — — —
— — — (192) (1,574) (1,76€) — — —

The accompanying Notes 1 to 30 are an integralgfahe
consolidated statements of recognized income apdrese for 2006, 2005 and 2004.
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ENDESA, S.A. AND SUBSIDIARIES

CONSOLIDATED CASH FLOW STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2006, 2005 AND 2004

Gross profit before tax and minority interests
Depreciation and amortization chal

Income from asset disposi

Income tax

Other results not giving rise to cash flo
Provisions paic

Total cash flows from operatiol

Change in income tax payat
Change in operating current assets/liabili

NET CASH FLOWS FROM OPERATING ACTIVITIES

Investments in property, plant and equipment atahiible asset
Other investment

Proceeds from disposal of investme

Grants and other deferred inco

NET CASH FLOWS USED IN INVESTING ACTIVITIES

Non-current bank borrowing drawdow

Non-current bank borrowings and other financial lial@B repaic

Net cash flows from current bank borrowings andeofinancial liabilities
Treasury share collections / payme

Dividends of the Parent pa

Payments to minority interes

NET CASH FLOWS FROM FINANCING ACTIVITIES
TOTAL NET CASH FLOWS

Effect of foreign exchange rate changes on castctasid equivalent
NET INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
Cash on hand and at bar
Other cash equivalen

CASH AND CASH EQUIVALENTS AT END OF YEAR
Cash on hand and at bar
Other cash equivalen

Millions of Euros

2006

2005

2004

4,80F
1,90C
(432)
(735)
(90)
(805)
4,647

(322)
(443)

3,87¢
(3,545)
(2,322)
2,392
392
(3,089
5,22¢
(1,947)
(2,755)

(2,541)
(393)

(2,408)
(1,619

(36)
(1,649

2,614
408
2,20¢

965
322
643

The accompanying Notes 1 to 30 are an integralgfahte
consolidated cash flow statements for 2006, 20@52994.
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4,547
1,77€
(1,486)
(650)
465
(443)
4,20¢

341
(1,18¢)
3,362
(3,247)
(1,48E)
3,702

312

(718)

3,03C
(1,737)
(2,366)

(796)
(457)

(2,326)
318
118
436

2,17¢
304
1,874

2,614
408
2,20¢€

2,012
1,67¢
(195)
(200)
579
(454)
3,41¢
(16)
246

3,64¢
(2,262)
(425)
692
159
(1,836)
1,36
(455)
(1,720)

(739)
(196)

(1,709)
109
(22)

87

2,091
183
1,90¢

2,17¢
304
1,874




ENDESA, S.A. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR 2006 AND 2005

1. Group activities and financial statements

Endesa, S.A. (“the Parent” or “the Company”) asdsiibsidiaries compose the Endesa Group (“Endes#fie}Group”). Endesa, S.A.’s
registered office and headquarters are in Madtidake Ribera del Loira, 60.

The Company was incorporated as a Spanish “Socikdadima”in 1944 under the name of Empresa Nacional de fiditzd, S.A. ani
it changed its corporate name to Endesa, S.A. putgo a resolution adopted by the shareholdatseaAnnual General Meeting on 25
June 1997.

Endesa’s company object is to carry on activitiethe electricity business in all its various inliad and commercial areas; the
exploitation of primary energy resources of alldgpthe provision of industrial services, particiylan the areas of telecommunications, water
and gas and those preliminary or complementariggdtisiness activities composing the Group’s opgad the management of the corporate
Group comprising investments in other companieg. Ghoup may carry on the business activities coimpadts company object in Spain and
abroad directly or through its investments in ott@mnpanies. In 2005 the Endesa Group disposedbstantially all of its investments in the
telecommunications business.

Endesa’s consolidated financial statements for 208 approved by the shareholders at the AnnuaéGéMeeting on 27 May 2005.
The 2004 consolidated financial statements werpgpesl in accordance with Spanish GAAP and, thegetbey do not coincide with the
amounts for 2004 included in these consolidateaiiml statements, which were prepared in accosdaiith International Financial
Reporting Standards (see Note 30 for the recotioitiaf the equity and profit for the year, togethdth a description of the principal
adjustments).

The Endesa Group’s consolidated financial statestent2005 were approved by the shareholders atineial General Meeting on 25
February 2006.

The Endesa Group’s 2006 consolidated financiaéstahts and the 2006 financial statements of eatiredBroup companies, which
were used as the basis for the preparation of tt@ssolidated financial statements, have mostlyyrbbeen approved by the shareholders at
the respective Annual General Meetings. However directors consider that these financial statesnwiit be approved without any changes.

These consolidated financial statements are predémtmillions of euros (unless expressly staté@itise) because the euro is the
functional currency of the principal economic aireahich the Endesa Group operates. Foreign opaistire recorded in accordance with
policies established in Notes 2.4 and 3-m.

2. Basis of presentation of the consolidated financi&htements
2.1. Basis of presentation

The consolidated financial statements for 200hefEndesa Group were prepared by the directotised&oard of Directors’ Meeting
held on 30 March 2007, in accordance with the hr@#onal Financial Reporting Standards (“IFRSs)@ted by the European Union at the
consolidated balance sheet date, in conformity Ri¢gulation (EC) No. 1606/2002 of the Europeani@aegnt and of the Council.
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These financial statements present fairly the Gsoopnsolidated equity and financial position att3cember 2006 and 2005, and the
results of its operations, the changes in the rstame of recognized income and expense and thefloagh at the Group in the years then
ended.

The consolidated financial statements for 2006 5288d 2004 of the Endesa Group were prepared doaffie of the accounting records
kept by the Company and by the other Group compakiach company prepares its financial statemargsdordance with the accounting
principles and standards in force in the countrylirich it operates and, therefore, the requiredsidjents and reclassifications were made on
consolidation to unify the policies and methodsdusied to make them compliant with IFRSs.

The consolidated financial statements for 2004uighet! for comparative purposes were also preparaddordance with the IFRSs
adopted by the European Union on a basis consisidmthat applied in 2005, except for the facttithee Group opted to apply the exception
contained in IFRS 1, adopted by the European Unitnich permits the application of IASs 32 and 3%iaancial instruments from
1 January 2005, without having to adapt the coniparfigures for the prior year. Therefore, any gamson of the three years should be
made taking this circumstance into account.

In 2005 the Group chose to apply early IAS 19, Exyeé Benefits, which was adopted by the Europeaarion 24 November 2005, as
established by Regulation No. 1910/2005, of 8 Ndwen2005.

In 2006 the Group chose to apply early IFRS 7, fiéfad Instruments: Disclosure, and the amendment&$ 1, Presentation of
Financial Statements, adopted by the European Ussastablished by Regulation No. 108/2006, ofahidry 2006.

Company management considers that the applicajidheébEndesa Group of the other Standards adoptételtEuropean Union at the
date of preparation of these consolidated finarstetements that do not have to be applied in 20D@ot have a material effect on the
consolidated financial statements.

2.2. Responsibility for the information and for theestimates made

The information in these financial statements esrigsponsibility of the Board of Directors, who eegsly state that all the principles and
methods provided for in IFRSs have been applied.

In preparing the accompanying consolidated findret&tements estimates were occasionally madeebgahior executives of the Group
in order to quantify certain of the assets, lidigii, income, expenses and commitments reportedrhdhese estimates relate basically to the
following:

* The measurement of assets and goodwill to ascevtaéther there are any impairment losses thereamNote 3-e).

* The assumptions used in the actuarial calculatidheopension liabilities and commitments and atillee redundancy procedures (:
Note 15).

< The useful life of the property, plant and equiptreamd intangible assets (see Notes 3-a and 3-d).
« The assumptions used in measuring the fair valdbeofinancial instruments (see Note 3-g).
« The power supplied to customers not read by meters.

« Certain electricity system aggregates, includiraséhcorresponding to other utilities such as outpugtomer billings, power
consumed, incentives for the distribution activéyc. that make it possible to estimate the oveedtlements in the electricity system
and that affect the amounts to be recognized b¥ttteesa Group and, in particular, the shortfatewenue from regulated activities in
Spain.

* The interpretation of certain legislation concegnihe regulation of the electricity industry thdidiéive economic effects of which
will be ultimately determined by the decisions taks the
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agencies competent for the settlement thereofesaa decisions had not yet been taken at theoflareparation of these
consolidated financial statements (see Note 4-a).

» The probability of the occurrence and the amouiabilities which are uncertain as to their amoantontingent liabilities (see Note
3-0).

» The future facility closure and land restoratiostsgsee Note 3-a).

* The results for tax purposes of the various Grauppmanies that will be reported to the tax authesith the future that served as the
basis for recognizing the various income tax-reldtalances in the accompanying consolidated fishistatements.

Although these estimates were made on the badiedfest information available at the date of prafien of these financial statements on
events analyzed, events that take place in theguight make it necessary to change these essrigpevards or downwards) in coming
years. Changes in accounting estimates would bieedgrospectively, recognizing the effects of thange in estimates in the related fut
consolidated financial statements.

2.3. Subsidiaries

Subsidiaries are defined as companies over whiglP#rent controls half or more of the voting powfahe investee or, even if this
percentage is lower, when it has the power to gother financial and operating policies thereof.

The section entitled “Endesa Group Companies”uihet as Appendix | to these notes to the conselibifibancial statements, lists the
Group’s subsidiaries, in Exhibit 8.1.

Changes in the scope of consolidation

The main changes in the scope of consolidatior®d%22005 and 2006 were as follows:

2004

* In June 2004 Endesa Participadas, S.A. sold i&580.investment in Netco Redes, S.A., as a reswithich this company ceased to
be fully consolidated.

* In September 2004 ENDESA completed its acquisitiba controlling interest in the French produceci8t Nationale d"Electricité
et de Thermique, S.A. (“Snet”) when Endesa Eur&pla, acquired an additional 35% holding in this pamy, giving it an ownership
interest of 65%. As a result of this acquisitioreBmwas fully consolidated from 1 September 20042064 this inclusion increased the
Group's assets, excluding cash, by EUR 1,341 millind increased its liabilities by EUR 851 million.

2005

* In May 2005 Endesa Participadas, S.A. sold alktieres of Nueva Nuinsa, S.L., as a result of wtiichcompany ceased to be fully
consolidated.

* In August 2005 Endesa Cogeneracién y Renovablas (E€CyR”") acquired all the shares of the Portugpieenewable energy
company Finerge-Gestao de Projectos EnergéticAs('Finerge”), as a result of which this compangsifully consolidated from 1
September 2005.
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2006

* In September 2006 Endesa Europa, S.L. acquire&®B@ the shares of Centro Energia Teverola S fT&verola”) and Centro
Energia Ferrara S.p.A. (“Ferrara”), as a resultloich these companies were fully consolidated fioBeptember 2006.

* Also, in 2006 Compostilla Re, S.A., Endesa Polsall& Z Ograniczona Odpowiedzialnoscia, Enerlousada., Explotaciones
Edlicas Sierra Costera, S.A., Ibervento, S.L., Rart, S.L., Parco Edlico lardino, S.R.L., Parcdid@Marco Aurelio Severino,
S.R.L., Parco Edlico Monte Cute, S.R.L., Parco &dRoggi Alti, S.R.L. and Productor Regional de figfeRenovable, S.A. were
included in the Group and, therefore, started téubg consolidated. The economic aggregates ase¢lmmpanies are not material.

Had these changes in the scope of consolidati@ntplace at the beginning of 2005 or 2006, respagtithe balances of the following
accounts would have changed by the amounts sholow lpéth respect to the amounts included in theoagganying consolidated income
statements:

Million of Euros

2006 2005
Revenue 149 14
Profit for the yea 3 (2)
Profit attributable to the Pare 2 (2)

Companies fully consolidated although the percentagof ownership is below 50%

Although the Endesa Group has an ownership intefdess than 50% in Compafiia Distribuidora y Canadizadora de Energia, S.A.
(“Codensa”), Empresa Generadora de Energia El&c®id\. (‘Emgesa”), Enerlousado, Lda. and Parque&8erra de Capucha, S.A., at 31
December 2006 and 2005 they were deemed to bedgulss, since, by virtue of shareholders’ agredmenas a result of the shareholder
structure and composition and classes of the shidwe&roup directly or indirectly exercises cohtreer these companies.

Companies not fully consolidated despite an ownerghinterest of over 50%

Although the Endesa Group has an ownership intefester 50% in Centrales Hidroeléctricas de Aysei. (“Aysen”) and in
Asociacion Nuclear Ascé-Vandell6s Il, A.LLE., thase considered to be jointly controlled entitiesdiese the Group, by virtue of agreements
among the shareholders, exercises joint contral thhese companies.

2.4. Basis of consolidation and business combinati®

The subsidiaries are fully consolidated and alirtassets, liabilities, income, expenses and dasvsfare included in the consolidated
financial statements after making the adjustmemdsediminations relating to intra-Group transacsion

The results of subsidiaries acquired or disposatliahg the year are included in the consolidatedine statement from the effective
date of acquisition or until the effective datedafposal, as appropriate.

The operations of the Parent and of the consolidsuibsidiaries are consolidated in accordance tivéHollowing basic principles:

1. On acquisition, the assets, liabilities and corgmtdiabilities of a subsidiary are measured air ttadr values. Any excess of the c«
of acquisition of the subsidiary over the fair \abf its assets and liabilities, including contingkabilities, in proportion to the
Parent’s ownership
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4.

interest, is recognized as goodwill. Any deficierdythe cost of acquisition below the fair valuelod assets and liabilities is
credited to the consolidated income statement.

The interest of minority shareholders in the eqaitg results of the fully consolidated subsidiaisgsresented under “Equity—Of
Minority Interests” in the consolidated balanceettend under “Profit for the Year—Minority Intergstn the consolidated income
statement, respectively.

The financial statements of foreign companies witanctional currency other than the euro are teéed to euros as follows:

a. Assets and liabilities are translated to euros@eixchange rates prevailing on the date of theatiated financial
statements.

b. Income and expense items are translated at thagerexchange rates for the year.

c. Equity is translated at the historical exchanges@revailing at the date of acquisition (or atalierage exchange rates
the year it was generated, in the case of bothragtaied earnings and the contributions made), psoppate.

Exchange differences arising on translation offit@ncial statements are recognized, net of treedltax effect, under “Equity—
Translation Differences” (see Note 13).

The translation differences arising prior to 1 Jagw2004 were transferred to reserves becausedhmpény applied the exception
provided for the conversion of financial statemeprtpared in accordance with Spanish GAAP to IFRSs.

All the balances and transactions between the @dthsolidated companies were eliminated on conesidid.

3. Accounting policies

The principal accounting policies used in prepathaccompanying consolidated financial statemepte as follows:

a) Property, plant and equipment

Property, plant and equipment are stated at cestdry accumulated depreciation and any recogiizeairment losses. In addition to
the price paid for the acquisition of each itenstadso includes, where appropriate, the followtegs:

1.

Borrowing costs incurred during the constructiorigubthat are directly attributable to the acquidsit construction or production of
qualifying assets, which are assets that necepsakié a substantial period of time to get readytieir intended use, such as, for
example, electricity generating and distributioailfies. The interest rate used is that correspumtb specificpurpose financing ¢
in the absence thereof, the average financingofatee company making the investment. The averegam€ing rate depends mainly
on the geographical area concerned and ranges31@5#6 to 8.44%. EUR 69 million were capitalizedhis connection in 2006
(2005: EUR 45 million, 2004: EUR 23 million).

Staff costs relating directly to construction imgress. The amounts capitalized in this conne@tierrecognized in the consolida
income statement as an expense under “Staff Castbas income under “Work on Non-Current Assethe amount capitalized in
this respect in 2006 totalled EUR 194 million (20B&JR 170 million, 2004: EUR 161 million).
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3. The future costs that the Group will have to inicurespect of the closure of its facilities areitaljzed to the cost of the asset, at
present value, and the related provision is reasghiThe Group reviews each year its estimateesfetliuture costs, increasing or
decreasing the value of the asset in question b@sélae results of this estimate. In the case ofaar plants, this provision includes
the amount that the Group estimates that it wllehtn incur until, pursuant to Royal Decree 13498®f 31 October, and Law
24/2005, of 18 November, the public radioactive twasanagement entity Enresa (“Enresa”) assumesemsjility for the
decommissioning of these plants.

The acquisition cost of assets acquired before &eber 2003 includes, where appropriate, the esgguations permitted in the
various countries to adjust the value of the priypg@lant and equipment for the effect of inflationtil that date.

Items of property, plant and equipment in the cewfsconstruction are transferred to property, {pdard equipment in use once the trial
period has ended, when they are ready for theenaed use, from which time they start to be deptedi

The costs of expansion, modernization or improveamkrading to increased productivity, capacity fficiency or to a lengthening of tt
useful lives of the assets are capitalized.

Replacements or renewals of complete items thdttiea lengthening of the useful life of the asset® an increase in their economic
capacity are accounted for as additions to propptant and equipment, and the items replacedreawed are derecognized.

Periodic maintenance, upkeep and repair expensegeognized in the income statement on an acbasi as incurred.

The indivisible assets owned jointly by the Grouphvether owners (joint property entities) are rgeiaed in proportion to the Group’s
ownership interest in those assets.

Based on the results of the impairment test desdiiilb Note 3-e, the Board of Directors considet tha carrying amount of the assets
does not exceed their recoverable amount.

The property, plant and equipment, less, wheregpijate, their residual value, are depreciated stiaaght-line basis over the years of
estimated useful life of the assets, which cortstite period over which the companies expect éatlwsm: The useful life is reviewed
periodically.

The periods of useful life used for asset depraxiare as follows:

Years of Estimated Useful Life

Generating facilities
Hydroelectric power plant

Civil engineering worl 65
Electromechanical equipme 35
Coa-fired / fue-oil power plants 25-40
Nuclear power plant 40

Combined cycle plant 1C-25

Renewable energy plar 15-35
Transmission and distribution facilitie

High-voltage networl 20-40

Low- and mediur-voltage networl 20-40

Measuring and remote control equipm 1C-35

Other facilities 4-25
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Nuclear power plants have an estimated usefubfi#0 years. These power plants require adminiggatuthorization in order to
operate. The operating permits granted to thesegtd the date of preparation of these finant&kments do not cover the full estimated
useful life, since the permits are generally grdrite 30 years, which is shorter than the usefaldi the facilities, and the permits are not
renewed until they are close to expiry. The BodrDicectors consider that these permits will beenead to cover at least the 40 years of
operations of the power plants.

The gains or losses arising on the disposal aeratint of property, plant and equipment are alkgtéb profit or loss and are calculated
as the difference between the proceeds from tleeasal the carrying amount of the assets.
b) Investment property
“Investment Property” relates to properties that ot expected to be recovered in the ordinaryseoaf the Group’s business activities.
Investment property is measured at acquisition leastany accumulated depreciation and any accteaulapairment losses.

The market value of the investment property isldsed in Note 6 and is calculated on the basisashgany management'’s best estimate
taking into account the current situation of thegarties. This estimate was made using externab&ggs at 31 December 2005 and in-house
estimates at 31 December 2006. The in-house apfgais31 December 2006 were based on the prioisy@aernal appraisals, adjusted on
the basis of the performance of the market antieiitban development status of the assets in 2006.

c) Goodwill

Goodwill arising on consolidation represents theess of the cost of acquisition over the Groupterest in the fair value of the
identifiable assets and liabilities, including dagent liabilities, of a subsidiary at the dateaouisition.

The assets and liabilities acquired are measumdsgionally at the date on which control is acqdjrand the resulting value is reviewed
in a maximum period of one year from the date gjuégition. Until the fair value of the assets aiatbilities has been definitively determined,
the difference between the cost of acquisition thiedcarrying amount of the company acquired isgaaed provisionally as goodwill.

Goodwill arising in the acquisition of companiedtwa functional currency other than the euro issuezd in the functional currency of
the company acquired and is translated to eurtieeagxchange rate prevailing at the balance staet d

Goodwill acquired on or after 1 January 2004, issweed at acquisition cost and that acquired easliecognized at the carrying
amount at 31 December 2003, in accordance withiSip&AAP. Goodwill is not amortized, but rathetta end of each reporting period it is
reviewed for impairment (i.e. a reduction in itsaeerable amount to below its carrying amount) d@nthere is any impairment, the goodwill
is written down (see Note 3-e).

d) Intangible assets

Intangible assets are initially recognized at asitjon or production cost and are subsequently oredsat cost less any accumulated
amortization and any accumulated impairment lodsésngible assets are amortized over their uges, which in most cases are estimated
to be five years. Intangible assets with indefinigeful lives are not amortized.
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The criteria used to recognize the impairment lpssethese assets and, where applicable, the mycof/enpairment losses recognized
in prior years are described in Note 3-e.

From 2005 onwards the European Group companiesriake CO; emissions in their electricity generagativity must deliver in the
first few months of the subsequent year £O emisallmwances equal to the volume of emissions ndadieag the preceding year. The
Group recognizes C® emission allowances as nontealole intangible assets. Emission allowancesrdtially recognized at cost of
acquisition and the related impairment loss is ge&ed subsequently if market value is lower thest.cThe cost of acquisition of allowances
received for no consideration under the relatetbnat allocation plans is taken to be the marketegpprevailing when they are received, and
an item of deferred income is recognized for thmesamount. If an impairment loss has to be receghia reduce the cost of these
allowances to their market value, the amount ofittgairment loss is deducted from the balance &drded income.

The hydroelectric power plants and mines are opdrahder the temporary administrative concessistesy. However, the value
recognized for these concessions is not matenaksin most cases, it was not necessary to mghéisant disbursements to obtain them.

The Group recognizes as intangible assets in theatidated balance sheet the costs incurred irgi®pt the development phase,
provided that the technical viability and economiofitability of the projects are reasonably asdure

Research expenditure is recognized as an expetise aonsolidated income statement. This experadituthe accompanying 2006
consolidated income statement amounts to EUR 38bm{[2005: EUR 42 million, 2004: EUR 24 million).

e) Asset impairment

During the year, and principally at year-end, idlétermined whether there is any indication thaasset might have suffered an
impairment loss. If any such indication exists, theoverable amount of the asset is estimatedderdo determine the extent of the
impairment loss (if any). Where the identifiablsetsitself does not generate cash flows that alependent from other assets, the Group
estimates the recoverable amount of the cash-gi@mgrait to which the asset belongs, which is ad@®d to be the smallest identifiable
group of assets that generates independent cdstvénf

Irrespective of the foregoing, in the case of cgsherating units to which goodwill or intangiblesets with indefinite useful lives have
been allocated, the recoverability analysis isqgrened systematically at the end of each year.

Recoverable amount is the higher of fair value tests to sell and value in use. Value in usekisrtdo be the present value of the
estimated future cash flows. In calculating theowerable amount of property, plant and equipmesddgill and intangible assets the Group
used the value in use approach in practicallyagkes.

In assessing value in use, the Group preparestiections of future pre-tax cash flows on the badithe budgets most recently
approved by the Board of Directors. These budgetside the best available estimates of the incamdecasts of the cash-generating units
using industry projections, past experience andgréuéxpectations.

These projections cover the coming five years aedlbws for future years are estimated by applys@sonable growth rates that in no
case are increasing or exceed the growth ratesarfyears.

These flows are discounted at a given pre-taxinabeder to calculate their present value. This raflects the cost of capital of the
business and the geographical area in which arisexd on. In order to calculate it, the curremeivalue of money and the risk premiums
generally used by analysts for the
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business and the geographical area are takendntwat. The discount rates applied in 2006 rangau 6.55% to 15.67%.

If the recoverable amount of an asset is lessitiararrying amount, an impairment loss is recoggitor the difference with a charge to
“Depreciation and Amortization Charge” in the caidated income statement.

Impairment losses recognized for an asset in paars are reversed when there is a change in tineaéss concerning the recoverable
amount of the asset, increasing the carrying amoiuthte asset with a credit to income, but so thatincreased carrying amount does not
exceed the carrying amount that would have beesrmi@ted had no impairment loss been recognizedaimmgnt losses on goodwill are not
reversible.

f) Leases

Leases that transfer substantially all the riskd r@vards of ownership to the lessee are classificiithance leases. All other leases are
classified as operating leases.

Finance leases in which the Group acts as thedesserecognized at the beginning of the lease, i&wopgnizing an asset on the basis of
its nature and a liability for the same amount,ado the lower of the fair value of the leaseceassd the present value of the minimum lease
payments. Subsequently, the minimum lease paynaeatdivided into finance charge and debt reduatmmponents. The finance charge is
recognized as an expense and is allocated to inowaTtethe lease term so as to obtain a constaresitrate each year applicable to the
balance of the outstanding lease payments. Theéiasdepreciated in the same way as the otheraird@preciable assets if there is reasor
certainty that the lessee will acquire title to #sset at the end of the lease term. If no sudhinér exists, the asset is depreciated over the
shorter of the useful life of the asset and thedgarm.

Operating lease payments are recognized as an @xpem straight-line basis over the lease tertesarsome other systematic basis of
allocation is more representative.
g) Financial instruments
Financial assets other than derivativ

The Group classifies its non-current and currerdricial assets, excluding investments accountedsiag the equity method (see Note
9) and assets classified as held for sale, indategories:

* Loans and receivables: these items are measuesdatized cost, which is basically the initial markalue, minus principal
repayments, plus the accrued interest receivaldelated using the effective interest method.

« Held-to-maturity investments: financial assets thatEndesa Group has the positive intention ailifyato hold to the date of
maturity, which are measured at amortized cosefisell in the foregoing paragraph. At 31 Decemi@¥f62and 2005, the Group did
not have any material investments of this nature.

« Financial assets classified as at fair value thihqufit and loss: these include held-for-tradinrafcial assets and financial assets
designated as such on initial recognition, whighraanaged and assessed at fair value. They amgnieed in the consolidated balai
sheet at fair value and the changes in fair vataeecognized in the consolidated income staterd¢r8l December 2006 and 2005,
the Group did not have any material investmenthisfnature.
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» Available-for-sale financial assets: financial asskesignated specifically as available for salthose that do not fall into any of the
aforementioned three categories, which relate anliatly in full to equity investments (see Notd.IDhese assets are recognized in
the consolidated balance sheet at fair value whevélue can be determined reliably. Since itdsally not possible to determine
reliably the fair value of investments in comparttest are not publicly listed, when this is theegaguch investments are measured at
acquisition cost or at a lower amount if thereviglence of impairment. Changes in fair value, rfghe related tax effect, are
recognized with a charge or credit, as approprtate-quity—Unrealized Asset and Liability Revalisat Reserve”gee Note 13) unt
these assets are disposed of, at which time theletine balance of this account relating to thossets is recognized in full in the
consolidated income statement. If fair value isdothan acquisition cost and there is objectivelente that the asset has suffered an
impairment loss that cannot be considered revessibe difference is recognized directly in thesmidated income statement.

Purchases and sales of financial assets are reempnsing the trade date method.

In 2004 the Group did not adopt IAS 32/39 for tikauficial instruments and hedge accounting, anéaasapplied Endesa’s Previous
GAAP, the Spanish GAAP. According to such GAAP sthnvestments were recorded at lower of cost sket@alue.

Financial liabilities other than derivative

Financial liabilities are generally recognizedts amount received, net of the transaction costgiiad. In subsequent periods, these
obligations are measured at amortized cost usimgtfective interest method.

In specific cases where liabilities are the undedyf a fair value hedge, they are measured, aiareglly, at fair value for the portion of
the hedged risk.

To calculate the fair value of the liabilities, fitve purpose of their recognition and for the disale of the information on their fair value
included in Note 10, fair value has been dividdd Irabilities bearing interest at a fixed rateiXtfd-rate debt”) and liabilities bearing interest
at floating rates (“floating-rate debt”). Fixed-@alebt is that on which fixed-interest couponsliisiaed at the beginning of the transaction are
paid explicitly or implicitly over its term. Thedabilities are measured by discounting the futilwevs by the market interest rate curve,
depending on the payment currency. Floating-rabé idehat issued at a floating interest rate,dach coupon is established at the beginning
of each period on the basis of the reference isteate. These liabilities are measured at thealiee of each issue, unless there is a
difference between the capitalization rate anddibeount rate. If such a difference exists, it msasured by discounting the difference and
aggregating it to the nominal value of the transact

In 2004 the Group did not adopt IAS 32/39 for tikaficial instruments and hedge accounting, insag@tied Endesa’s Previous GAAP,
the Spanish GAAP. According to such GAAP, the fitiahliabilities are recorded at reimbursement eallihe difference between this value
and the received amount is recorded under theasapffither Assets” on the attached Balance Sheetemdttributed to the consolidated
income statement following a financial criteria.

Derivative financial instruments and hedge accoum

The derivatives held by the Group relate mainlinterest rate, foreign exchange or electricityuslfprice or supply hedges, the purpose
of which is to eliminate or significantly reducestie risks in the underlying hedged transactions.

Derivatives are recognized at fair value at thesotidated balance sheet date under “Financial Asgqtositive and under “Financial
Liabilities” if negative. Changes in fair value aecognized in the
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consolidated income statement, unless the derivigs been designated as a hedge which is higelstigé, in which case it is recognized as
follows:

» Fair value hedges: the portion of the underlyingwbich the risk is being hedged is measured atflie, as is the related hedging
instrument, and changes in the fair values of liteths are recognized in the consolidated incontersient, netting off the effects
under the same heading in the consolidated incoatensent.

» Cash flow hedges: changes in the fair value oflfrévatives, in respect of the effective portiortted hedges, are recognized under
“Equity—Unrealized Asset and Liability Revaluati®eserve”. The cumulative gain or loss recognizethimaccount is transferred to
the consolidated income statement to the extentleaunderlying has an impact on the consolidatedme statement in relation to
the hedged risk, netting off the effects underséime heading in the consolidated income stater@aims or losses on the ineffective
portion of the hedges are recognized directly enxdbnsolidated income statement.

* Hedges of a net investment in a foreign operatibanges in fair value are recognized, in respetti@effective portion of these
hedges, net of the related tax effect, as “TraivsldDifferences’in equity (see Note 13), and are transferred tatmsolidated incom
statement when the hedged investment is disposed of

A hedge is considered to be highly effective whHendhanges in fair value or in the cash flows efuhderlying directly attributable to
the hedged risk are offset by the changes in tine@ditue or cash flows of the hedging instrumerttven effectiveness in a range of between
80% and 125%.

Derivatives embedded in other financial instrumeméstreated as separate derivatives when thkg aisd characteristics are not closely
related to those of the host contract and the dmdtract is not carried at fair value, with changpegalue reported in the consolidated income
statement.

The fair value of the derivative financial instrum&is calculated as follows:
« Derivatives quoted on an organized market, at nignkee at year-end.

* The Group measures derivatives not traded on aanargd market by discounting the expected cashsflamd using generally
accepted option valuation models based on spofudnkes market conditions at the end of each year.

In 2004 the Group did not adopt IAS 32/39 for tirafcial instruments and hedge accounting, anééasapplied Endesa’s Previous
GAAP, the Spanish GAAP. Following this GAAP, theidates are recorded at acquisition cost and aribatied to the consolidated income
statement following a financial criteria. If therd&tive has not been designated as a hedge, thes#on costs are compared to the market
value and in case of a loss, such amount is rezedrin the income statement.

h) Investments accounted for using the equity metttb

Investments in companies over which the Group bias gontrol with another company or over whichdis a significant influence are
accounted for using the equity method. In gensighificant influence is presumed to exist when®@reup has an ownership interest of over
20%.

The equity method consists of recognizing the itmest in the consolidated balance sheet at the@sahare of net assets of the
investee, adjusted, if appropriate, by the effé¢tansactions with the Group, plus the unrealigaths relating to the goodwill paid on
acquisition of the company.

If the resulting amount were negative, the investinsbould be presented in the Group’s consolidatdance sheet with a zero value,
unless the Group is obliged to restore the comaeguity position, in which case the related priovigor contingencies and charges is
recognized.
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Dividends received from these companies are deddaten the value of the investment, and the resfithese companies that
correspond to Endesa on the basis of its percefam@nership are recognized under “Result of CamgmAccounted for Using the Equity
Method” in the consolidated income statement.

i) Inventories

Inventories are stated at the lower of weightedaye acquisition cost and net realizable value.
The cost of nuclear fuel consumed is recognizetiénconsolidated income statement on the basheddiinount burned during the year.

) Non-current assets classified as held for sale

The Group classifies as non-current assets helsalerproperty, plant and equipment, intangibletsssr investments under
“Investments Accounted for Using the Equity Methdal” which at the date of the consolidated balesteet active measures had been
initiated to sell them and the sale is expectdubtee been completed within 12 months from that.date

These assets are measured at the lower of campiogint and fair value less costs to sell.

At 31 December 2006, there were no significant coment assets classified as held for sale. At 8dember 2005, the only asset in this
category was the investment in 49% of the shar&QF Gas SGPS, S.A. (“NQF GasWhich was sold in 2006 for EUR 59 million (see N
23).

k) Deferred income

The Group receives legally established compensétiothe amounts paid for the construction or asitjon of certain facilities or, in
come cases, is assigned the facilities directpcicordance with current legislation.

These amounts are recorded as deferred incomesdialtiility side of the consolidated balance steet are recognized in the
consolidated income statement under “Other Opeagydtioome” over the years of useful life of the asereby offsetting the related
depreciation charge.

In the case of the assignment of facilities, bbthdsset and the deferred income are recognizbd &ir value of the asset on the date of
the assignment.

The same treatment is given to the €0 emissiawvalhces received for no consideration under thradwork of the national emission
allowance allocation plan approved by each country.

These allowances are initially recognized as aamigible asset and an item of deferred income atrterket value when the allowances
are received, and they are reduced by the samerdrasthe intangible asset if the market valudefallowances drops with respect to the
value at which they were recognized at the dateltioh they were received. The deferred income ireab the emission allowances recei
for no consideration that will be used to coverssitins made during the year is allocated to “Oferating Income” in the consolidated
income statement.

[) Provisions

The present obligations at the consolidated balaheet date arising from past events which could gse to a probable loss for the
Group which is uncertain as to its amount and tgvare recognized as provisions in the consolidatdaince sheet at the present value of the
most probable amount that it is considered the @will have to disburse to settle the obligation.
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Provisions are quantified on the basis of the Indstmation available at the date of preparatiothef consolidated financial statements
on the consequences of the event giving rise to tred are reviewed and adjusted at the end ofyszaoh

The obligations reflected in the consolidated bae¢asheet in respect of provisions for pensionssamdar obligations and for labor force
restructuring plans arise as a result of colleativindividual agreements with the Group’s empl®yedich provide for the Company’s
obligation to supplement the public social secusitgtem benefits in the event of retirement, peenadisability, death or termination of the
employment relationship as a result of an agreetnetteen the parties.

Provisions for pensions and similar obligatic

Most of the Group companies have pension obligattortheir employees, which vary on the basis ef@Gnoup company at which they
arose. These obligations, which combine definectfiisrand defined contributions, are basically falied in pension plans or insurance
policies, except as regards certain benefits id,kimainly electricity supply obligations, which,alto their nature, have not been externalized
and are covered by the related in-house provisions.

For the defined benefit plans, the companies reizeghe expenditure relating to these obligatiomse accrual basis over the working
life of the employees by performing at the consatkd balance sheet date the appropriate actuarthés calculated using the projected unit
credit method. The past service costs relatinditmges in benefits are recognized immediately aitharge to income as the benefits bec
vested.

The defined benefit plan obligations represenfitesent value of the accrued benefits after deaickie fair value of the qualifying pl
assets and are recognized under “Long-Term Prangsion the liability side of the accompanying cdidated balance sheet. The actuarial
losses and gains arising in the measurement ofthethabilities and the assets relating to thdaasare recognized directly under “Equity—
Retained Earnings”.

Contributions to defined contribution plans areogatized as an expense in the consolidated incoabensént as the employees provide
their services.

For the defined benefit plans, if the differencénmen the actuarial liability for past services dimel plan assets is positive, this differe
is recognized under “Long-Term Provisions” on tiadility side of the consolidated balance sheed, i&it is negative, it is recognized under
“Trade and Other Receivables” on the asset sidieeo€onsolidated balance sheet, in the latter aeeided that it is recoverable by the
Group.

The post-employment plans that have been fullyregsand in which, therefore, the Group has transfiethe risk in full, are considered
to be defined contribution plans and, accordingsy/with such plans, no asset or liability balararesrecognized in this connection in the
consolidated balance sheet.

Provisions for labor force restructuring cos

The Group recognizes termination benefits wheretiean individual or collective agreement with émeployees or a genuine
expectation that such an agreement will be reatitegtdvill enable the employees, unilaterally ombytual agreement with the company, to
cease working for the Group in exchange for a teation benefit. If a mutual agreement is requieedrovision is only recorded in situations
in which the Group has decided to give its conseiiie termination of the employees when this lestrequested by them. In all cases in
which these provisions are recognized the emploliaes an expectation that these early retiremeititsake place.
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The Group has labor force reduction plans in pregrmainly in Spain, under the related collectedundancy procedures approved by
the government, which guarantee that benefitsheilteceived throughout the pre-retirement period.

The Endesa Group recognizes the full amount oéxpenditure relating to these plans when the otidigarises by performing the
appropriate actuarial studies to calculate thegmieactuarial obligation at year-end. The actuay@éhs and losses disclosed each year are
recognized in the consolidated income statemerthfitryear.

Provision for CC, emission allowance costs

From 2005 onwards the European Group companiesrake CO: emissions in their electricity generatiotivity must deliver in the
first few months of the subsequent year £O emisallmwances equal to the volume of emissions ndadiag the preceding year.

The obligation to deliver emission allowances fag €O, emissions made during the year is recogrigedshort-term provision under
“Current Trade and Other Payables” in the const#didalance sheet, and the related cost was éasaifider “Other Variable Procurements
and Services” in the consolidated income statenTéms. obligation is measured at the same amoutttaasat which the CQ  emission
allowances to be delivered to cover this obligatiom recognized under “Intangible Assets” in thesadidated balance sheet (see Notes 3-d
and 3-k).

If at the consolidated balance sheet date the Gdoep not hold all the C®© emission allowancesirequo cover the emissions made,
the cost and the provision for this portion is gaui@ed on the basis of the best estimate of thee phat the Group will have to pay to acquire
them. When a more appropriate estimate does nst, &xé estimated acquisition price for the alloeenot held by the Group is the market
price at the consolidated balance sheet date.

m) Translation of foreign currency balances

Transactions in currencies other than the functionaency of each company are recognized in thetfanal currency by applying the
exchange rates prevailing at the date of the tdiosa During the year, the differences that abisveen the balances translated at the
exchange rate prevailing at the date of the trdisaand the balances translated at the exchamg@ravailing at the date of collection or
payment are recorded as finance costs or finararia in the consolidated income statement.

Also, balances receivable or payable at 31 Decewrdedr year denominated in currencies other thafutieional currencies in which
the financial statements of the consolidated cori@saare denominated are translated to euros getreend exchange rates. The resulting
translation differences are recognized as finaons¢soor finance income in the consolidated incommtement.

Since 1 January 2004, the Group’s policy has bedémtlge a portion of the income of the Latin Amamicompanies that is directly
linked to the performance of the US dollar throtdigd obtainment of financing in US dollars. Sincesth transactions constitute cash flow
hedges, the exchange differences arising on theigéls dollars are recognized, net of the relagedeffect, under “Equity—Unrealized
Asset and Liability Revaluation Reserve”, and diecated to the consolidated income statement theeperiod in which the hedged cash
flows will arise, which has been estimated to lveytears.

n) Classification of balances as current and non-ctent

In the accompanying consolidated balance sheetnbas due to be settled within 12 months are fiedsis current items and those due
to be settled within more than 12 months as nonectitems.
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Liabilities due within 12 months but whose longrterefinancing is assured at the Company’s disanetlwrough existing long-term
credit facilities, are classified as non-curreabiliities. At 31 December 2006 and 2005, thesengala amounted to EUR 1,983 million and
EUR 2,740 million, respectively.

fl) Income tax

The current income tax expense is calculated byegging the current tax of the various companiesng from the application of the
tax rate to the taxable profit for the year, afteducting the tax credits allowable for tax purgogdus the change in deferred tax assets and
liabilities and tax loss and tax credit carryfordsrDifferences between the carrying amount obgeets and liabilities and their tax bases
give rise to deferred tax assets and liabilitidsiclv are measured at the tax rates that are expextgpply in the period when the asset is
realized or the liability is settled.

Income tax and changes in deferred tax assetdatilities arising from business combinations aeognized in the consolidated incc
statement or in equity accounts in the consolidatddnce sheet depending on where the profitsssekgiving rise to them have been
recognized.

Changes arising from business combinations whiemat recognized on the acquisition of the coritrglinterest because their recovery
is not assured are recognized by reducing, wheyeoppate, the carrying amount of goodwill recogrizvhen the business combination was
accounted for or, if no such goodwill exists, usihg aforementioned method.

Deferred and other tax assets are only recognfaeisiconsidered probable that the consolidamganies will have sufficient future
taxable profits against which the related tempodiffgrences can be recovered or against whichelaed tax assets can be utilized.

Deferred tax liabilities are recognized for all fgnary differences, unless the temporary differeariges from the initial recognition of
goodwill or is associated with investments in sdiasies, associates and jointly controlled entiieshich the Group can control the timing
the reversal thereof and it is probable that tlfferdince will not reverse in the foreseeable future

Tax credits arising from economic events occuriinthe year are deducted from the income tax exgandess there are doubts as to
whether they can be realized, in which case theyat recognized until they have effectively besalized, or unless they relate to specific
tax incentives, in which case they are recognizegrants.

The deferred tax assets and liabilities recogn@&edeassessed at the end of each reporting peravder to ascertain whether they still
exist, and the appropriate adjustments are madieeobasis of the findings of the aforementionedyees.

On 2 November 2006, the Law on personal incometakpartially amending the Corporation Tax, Noni&st Income Tax and
Wealth Tax Laws was approved in Spain. The new @atpn Tax Law establishes that the standardatxwill be 32.5% for tax periods
beginning on or after 1 January 2007 and 30% fop&iods beginning on or after 1 January 200&oaspared with the rate of 35% in force
until 31 December 2006. The impact of the changedirrates on the deferred tax assets and ligsiliias recognized in the consolidated
income statement, unless it was related with itpragiously charged or credited to equity accountsyhich case it was recognized directl
the related equity accounts in the consolidatedriza sheet. Therefore, in 2006 a net charge of ERMRmillion was recognized under
“Income Tax” in the accompanying consolidated ineostatement and a net charge of EUR 31 millionneasgnized directly against
“Equity” in the accompanying consolidated balaniceet (see consolidated statement of recognizednie@nd expense).
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On 27 December 2006, Law 1111 and Tax Reform Dei@®7 modifying the tax statute relating to thrdas administered by the
Colombian Directorate of National Taxes and Custarare approved in Colombia. This legislation hakioed the income tax rate to 34% in
2007 and to 33% for 2008 onwards. In 2006 a netgehaf EUR 12 million was recognized under “Incofa” in the accompanying
consolidated income statement in relation to tecebf the change in tax rate on the deferredsageognized at the Group companies
located in Colombia.

0) Recognition of income and expenses

Revenue and expenses are recognized on an acesigl b

Revenue is recognized when the gross inflow of enta benefits arising in the course of the Grouptinary activities in the year,
provided that this inflow of economic benefits iesin an increase in equity that is not relateddotributions from equity participants and
that these benefits can be measured reliaRvenue is valued at the fair value of the conatitem received or receivable arising therefrom.

Revenue associated with the rendering of servicesly recognized if it can be estimated reliably reference to the stage of comple
of the transaction at the balance sheet date.

The Group excludes from the revenue figure groievis of economic benefits received by it whendtsaas an agent or commission
agent on behalf of third parties, and only recoggias revenue economic benefits received for itsamgount.

When goods or services are exchanged or swappewdais or services which are of a similar nature gxchange is not regarded as a
transaction which generates revenue.

The Group records for the net amount non-finarecsaket purchase or sale contracts settled for thenmaunt of cash or through some
other financial instrument. Contracts entered arid maintained for the purpose of receiving ongeing these non-financial assets are
recognized on the basis of the contractual terntkeopurchase, sale or usage requirements expegtibe entity.

Interest income is accrued on a time proportionshay reference to the principal outstanding draeffective interest rate applicable.

p) Earnings per share

Basic earnings per share are calculated by dividatgrofit for the year attributable to the Patenthe weighted average number of
ordinary shares outstanding during the year, excuthe average number of shares of the Parentdyelde Group companies.

The Group did not issue any potentially dilutivetmmments of any kind leading to diluted earningsghare that differ from the basic
earnings per share.

g) Dividends

The interim dividend out of the 2005 profit of EsdeS.A. approved by the Board of Directors on 1&dvaber 2005, amounting to EUR
323 million, which was paid on 2 January 2006 espnted as a deduction from the Parent’s equi{ &tecember 2005.

The interim dividend out of the 2006 profit of Eisde S.A. approved by the Board of Directors on 2tbfer 2006, amounting to EUR
529 million, which was paid on 2 January 2007 risspnted as a deduction from the Group’s equiBiddecember 2006. However, the final
dividend amounting to EUR 1,207 million proposedths Board of Directors of Endesa, S.A. to the shalders at the Annual General
Meeting will not be deducted from equity until ashbeen finally approved by the latter (see No)e 13
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r) Consolidated cash flow statements

The cash flow statements reflect the changes in e took place in the year calculated usingribéect method. The following terms
are used in the consolidated cash flow statemeititstine meanings specified:

4.

Cash flows: inflows and outflows of cash and caghivelents, which are investments with a term e§lghan three months and which
are highly liquid and subject to an insignificaiskrof changes in value.

Operating activities: the principal revenue-prodgcactivities of the Group and other activitiestthi@ not investing or financing
activities.

Investing activities: the acquisition and dispasfdbng-term assets and other investments not dtedun cash and cash equivalents.

Financing activities: activities that result in dgas in the size and composition of equity anddwairrgs.

Industry regulation and functioning of the electrity system

a) Spain:

General issues

The electricity industry in Spain is basically réged in Electricity Industry Law 54/1997, of 27 Wanber (“the Electricity Industry
Law"). The main features of this Law and subseqiraptementing regulations are as follows:

Electricity is generated on a free-market basisetlan a system of sale offers tendered by thaupesd and a system of purchase
bids submitted by consumers eligible to choose thaiver supply source (“eligible consumers”) andty distributors and retailers.

However, Royal Decree-Law 3/2006, which came iotaé on 1 March 2006, introduced a mechanism wiyeattlthe power
purchase and sale bids tendered from that daterdevganultaneously by producers and distributorthésame business group will
treated in the same way as physical bilateral estgrapplying a provisional price of EUR 42.35/MWhe government must
determine the definitive price at which these teatisns will be settled, on the basis of objectinel transparent electricity market
prices . The other power not treated in this wayrised at market prices. Also, Royal Decree 163d62establishing the electricity
tariff for 1 January 2007 onwards provides tha2@@7 the provisional price to be considered fotritistors in relation to power
purchased through the aforementioned mechanisnbe/iilhe matched daily and intra-daily electricitpguction market price plus the
distributors’ average purchase price relating fostchent, variances and supply guarantee servaessponding to that power for
each programming period.

The system’s economic and technical managemensmigsion and distribution continue to be regulaetilities, and their
remuneration is established by law in an officist bf tariffs applicable throughout Spain.

All consumers of electricity are eligible customarsd, therefore, they can freely choose whethactmire their power under the
regulated tariff or to buy it in the liberalized rkat, either directly or through a retailer.
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Nor-mainland and island electricity systems

Article 12 of the Electricity Industry Law estaliiiss that the activities involved in the supply lefcéricity carried on in the Balearic and
Canary Islands and Ceuta and Melilla will be subijecspecific regulations which will address theapl nature of their geographical locati
In this regard, Royal Decree 1747/2003, which ratpd the island and non-mainland electricity systemas passed on 19 December 2003,
and the Ministerial Orders implementing that Rdyatree were approved on 30 March 2006.

Royal Decree 1747/2003 regulates, inter alia, ¢éineuneration of non-mainland production so as t@ctive costs of this activity and the
return on capital invested through the establistiroéthe related compensation payments.

In 2002 the government recognized an account payalindesa for the excess costs relating to théugtion of non-mainland systems
for 2001 and 2002 amounting to EUR 133 million.sTamount will be recovered through the total eleityrsystem income until 2010, and
the collection right can be securitized. The ba¢@n®ceivable in this connection recognized oratiset side of the consolidated balance
sheets at 31 December 2006 and 2005 amount to RURIITon and EUR 86 million, respectively (see Hdi0).

Also, in 2005 the Board of Directors made an esnod the additional income that could arise frquplging Royal Decree 1747/2003
and recognized an asset of EUR 511 million in ¢loisnection in the consolidated balance sheet &tetEmber 2005 (see Note 10).

In 2006 the Group calculated the collection rigkiseng at 31 December 2006 in relation to the cengation payments for extra non-
mainland production costs for 2001-2006 using tie¢hodology established by the Ministerial Orderplamenting Royal Decree 1747/2003.
As a result, an amount of EUR 855 million additibiwathat recognized at 31 December 2005 was rézedron the asset side of the
consolidated balance sheet at 31 December 2006\¢steel 0).

The balance receivable at 31 December 2006 in abienewvith the compensation for extra non-mainlanaduction costs totalled EUR
1,438 million, of which EUR 1,366 million are cliftsd under “Non-Current Financial Assets—Loans &weteivables” in the consolidated
balance sheet (see Note 10) and the remaining EAJRillion are classified under “Trade and Other &eables”.

Electricity tariff

The regulated electricity tariff is approved eaeayby the government through a Royal Decree. Rogatee 1634/2006 provided for a
revision of the integral and access tariffs frodahuary 2007 that takes into account the costegteyj for that year. This revision established
an increase of 4.3% in the integral tariffs anéduction of 10% in the access tariffs. Also, frouly 2007 onwards there will be quarterly
revisions of the integral tariff that will incorpate the cost revisions arising from the activitieguired to supply electricity.

Lastly, Royal Decree 1634/2006 established thatreet July 2007 the Dominant Operators, includingdsa, will make primary ener
issues, consisting of power purchase options @pgiven hourly capacity, exercisable throughoutesdetermined delivery or exercise peri
with a delivery period from 1 July 2007 to 30 J@®99, inclusive.

Financing of the shortfall in revenue from regulthectivities

Under Royal Decree-Law 5/2005, of 11 March, if tagulated revenue of the electricity system wassnfftcient to cover the costs of
the regulated activities, this shortfall had tdfipanced by the utilities
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indicated in the Royal Decree-Law on the basihefgercentages established therein. The GsoRatent, Endesa, must finance 44.16% c
shortfall in revenue from regulated activities.

In 2005 the estimated shortfall in revenue fronutatgd activities amounted to EUR 3,830 millionwdfich Endesa financed EUR 1,€
million. On 20 November 2006, Endesa assigneddbllection right to a consortium of banks. The aditsmted balance sheet at 31
December 2005 included EUR 1,581 million in conimectvith this shortfall, based on the best estinaa&ilable at the date of preparation of
the financial statements for 2005 (see Note 10¢. difference between the shortfall recognized 8623@ear-end and the definitive shortfall
did not have any effect on equity because it hisgeto a higher-than-projected payment to finahemd a higher collection right relating to
its recovery.

Royal Decree-Law 3/2006 approved, inter alia, tloWing measures aimed at reducing the shortfaleivenue from regulated
activities:

1. Since 3 March 2006, the electricity sale and pweHhads presented simultaneously by players belgrigi the same corporate
group in the daily and intra-daily electricity pradion markets have been treated in the same whyasral physical contracts
settled at a price based on objective and transpatectricity market prices. This Royal Decree-Lset a provisional price of EUR
42 .35/MWh in this connection, although the defirétprice must be set by the government on the losigrket prices, as provided
for in the aforementioned Royal Decree-Law.

2. Generation revenue must be reduced to take intmuatthe effect of the internalization in the segtdf the wholesale market pric
by the greenhouse gas emission allowances alloéatenb consideration under the Allocation Plan2606/2007 that are associa
with that revenue.

As the date of official preparation of these comikbd financial statements, the government hagetoestablished either the definitive
price to be applied to a producer’s power salesdastributor that are treated in the same wayakss sinder a physical bilateral contract or the
amount to be deducted from generation revenuedeardp take into account the effect of the intdmadion on electricity prices of the
allocation for no consideration of the greenhouse @mission allowances.

Against this regulatory backdrop, which differsrfrahat existing in prior years, Group managemeastdralyzed the various scenarios
that might arise from a reasonable interpretatioallahe information available in this connectioramely, Royal Decree-Law 3/2006, the
draft Ministerial Order implementing it and the Refpof the Spanish National Energy Commission (“CN&nh the draft Ministerial Order.

As a result of this analysis, the consolidatedrfaial statements for 2006 reflect the electricales made by the producer to the
distributor that are treated in the same way agdihl physical contracts at the provisional pat&UR 42.35/MWh and revenue was reduced
by EUR 121 million as a result of the applicatidrihe reduction provided for in Royal Decree-La@@J6 in connection with the greenhouse
gas emission allowances allocated for no consiiberat

The Board of Directors consider that these amonapesent their best estimate based on the infaymavailable to them at the date of
formal preparation of the consolidated financiatsments and do not expect the possible positivegative differences with respect to the
amounts recognized that might arise when the definiegislation is published to be material widspect to these consolidated financial
statements taken as a whole.

Royal Decree 1634/2006 provides for the reimbursgméth a charge to electricity tariff revenue the coming years of the shortfall in
revenue from regulated activities for 2006 resglfirom the settlements made by the CNE using thtdadelogy in force. This
reimbursement will be made to all the utilitiestthave financed the shortfall on the basis of thewants actually contributed by each utility,
including the borrowing costs incurred. Royal Dect®34/2006 established provisionally the firstuain
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payment to recover the shortfall in revenue frogutated activities for 2006. This annual paymentants to EUR 173 million for the
industry taken as whole.

Based on the foregoing, the Board of Directoraweesti that the financing of the shortfall in reveffreen regulated activities for 2006 to
be recovered by Endesa will amount to EUR 1,34lianjlof which EUR 1,315 million are classified werd'Non-Current Financial Assets—
Loans and Receivables” in the consolidated balaheet (see Note 10) and the remaining EUR 26 milli@ classified under “Trade and
Other Receivables”.

Also, Royal Decree 1634/2006 acknowledgrsantethe existence of a shortfall in revenue from retpdaactivities that will arise in the
period from 1 January 2007 to 31 March 2007, whictounts to EUR 750 million. In addition, it estahles that in the Royal Decrees
modifying the electricity tariffs in 2007 will ackmvledgeex antethe existence of a revenue shortfall in the settleisof regulated activities
in whose calculation the shortfall or surplus frpreceding quarters will be taken into account ug taximum amount of five times the
aforementioned amount.

This shortfall will be financed with the income edaed from the assignment of the collection righgsociated with the shortfall to third
parties, which will be done through an auction pssc The collection rights assigned will consighefright to receive a given percentage of
the monthly takings of the electricity system reget by supply tariffs and access tariffs. Thispatage, which will be the amount resulting
from the straight-line recovery over 15 years & éimounts contributed, will be established by R®edree and will be revised annually.

The recovery of the financing of the shortfall @venue from regulated activities and the moainland system compensation paymen
no case depends on the future sales of the Group.
CO: emission allowances

Pursuant to Royal Decree 1866/2004 regulating faniSh National CQ@ Emission Allowances Plan for®2@Q007, Endesa must have
allowances for the C® emissions made by it frorarludry 2005 onwards. Royal Decree 60/2005 appriheedllocation for no
consideration of individual emission allowancesdach facility for 2005-2007. ENDESA was assigneission allowances for the emission
of 120.1 million tonnes of C® in that period. For the emissions made in excéfiseovolume of the allowances allocated to itmiist acquirt
the additional emission allowances in the market.

b) Europe:
Italy:

Since 1 January 2005, the energy authorities, giréDelibera 253/04” and successive amendments hathorized the active
participation of the demand side of the marketveilhg wholesalers and large customers to purchesegower on the power exchange with
hourly bids. Under Law 239, since 2004 all custasnekcept residential consumers, have been eligitd®mers. The full liberalization of 1
market has been set for 1 July 2007.

The power exchange is articulated through the fatig markets:

* Power market: day-ahead market and balancingeharikh valuation of the bids at the marginal systarice.
* Supplementary services market with valuation of-asibid offers.

» Capacity market, governed by remuneration critestablished by the authority.

Decree-Law 6/8/2004 established the amounts of afdtansition to competition to be received bg inoducers. This Decree-Law
recognized the entitlement of the producers toiveca total of
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EUR 850 million for that period, of which EUR 169llion corresponded to Endesa lItalia, S.p.A. Thieestule for collecting the recognized
amounts will span the period from 2005 to 2009. iflteme received in this connection is being re@aphin the income statement on the
basis of the useful lives of the assets and, tbezethis remuneration was recognized. The coraigdlincome statements for 2006 and 2005
include income of EUR 34 million and EUR 33 milliaespectively, in this connection, and the accamgjay consolidated balance sheets at
31 December 2006 and 2005 include EUR 10 milliosh AR 120 million, respectively, under “Financiad#ets” in relation to the
outstanding balance receivable (see Note 10) arid H22 million and EUR 136 million under “Deferrattbme” on the liability side of the
consolidated balance sheets at 31 December 200804 respectively, in relation to the income yettrecognized in the consolidated
income statement.

France:

On 13 June 2005, the Energy Orientation Law wasaygal. This Law defines the energy objectives aslities in France and rounds
off the current legislation on demand managememnigwable energies and electricity transmissiondistdbution system quality. The Law
establishes measures that ensure a sufficientdéwevestment in generating facilities and netvgorl guarantee the quality and security of
supply of electricity.

On 1 July 2007, the gas and electricity marketsrance will be liberalized in full in accordancethwihe related European legislation.

c) Latin America:

The legislation of the Latin American countriesathich the Group operates differs from one courdrgriother; however the main
features are as follows:

Generation:

In general, they are liberalized markets in whidkigie-sector players take investment decisiorslfrbased on the authorities’
guidelines. The exception is Brazil, where the m@nerating capacity needs are identified by theiditin and the related investments are
made through a system of energy bids made by theerd.

In all the countries there is a centralized dispiaig system based on variable production coststwégek to optimize the available
production resources. These variable costs deterthenmarginal generation price, except in Colomblzere dispatching is based on bids
tendered by the players.

Distribution:

In the five countries in which the Group operaths,selling price to customers is based on thee@iavhich electricity is purchased fr
producers plus a component associated with theeggtg distribution price. Periodically, the regotaets this price through distribution ta
revision processes. Accordingly, distribution isemsentially regulated activity.

In Argentina, Chile and Peru the purchase pricéHerdistributors was tied to a generation purclpei®e calculated by the regulator,
which was revised periodically. However, Chile d&atu changed their legislation to make it posdibliender energy bids at a fixed price at
the request of the distributors. The two countsiescessfully completed their first bidding processe the end of 2006 in the case of Chile,
and at the beginning of 2007 in the case of Peru.

In Argentina, in January 2007 the authorities dafiely approved the first tariff revision since @dwhereby the remuneration
acknowledged for Edesur was increased by 38%, whilttbe charged on all the tariff categories excegsidential tariffs. This tariff revision
has retrospective effect from
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November 2005 and it is currently estimated thatdfiect on the margin of the retrospective effemin November 2005 to 2

December 2006 amounts to EUR 58 million. This anovith be recovered during the coming years. At tla¢e of preparation of these
consolidated financial statements certain aspddteaetrospective application of the tariff ragis had not yet been determined with a view
to ascertaining whether or not it is possible gnize an asset in connection with this collectight.

In Brazil the purchase price is based on the aeepaiges in the bids for existing power and new @owlowever, the prices in the
private contracts between companies that ardrsfiirce will remain unchanged during the termtwf tontracts. In Colombia the purchase
price is negotiated directly with the producerg, thie price charged to the end customer carrieffasiency surcharge for the distributors as a
whole.

The minimum supply thresholds at which electricin be freely contracted in each country are dsvist

Country Minimum MW
Argentina 0.03
Brazil 3.0
Chile 0.5
Colombia 0.1
Peru 1.0

Integration and concentration limits:

In general, the legislation in force defends frempetition and defines criteria for preventing aigrievels of economic concentration
and/or market practices from damaging this comipatit

In principle, companies can engage in differeniviids (generation, distribution, retailing) proid that there is an appropriate degre
unbundling for both accounting and corporate lawppees. If this is permitted, it is in the transsios business in which the greatest
restrictions are generally imposed, due mainlygmature and to the need to guarantee adequassatecall players. In Argentina and
Colombia there are specific restrictions on prodsiog distributors being majority shareholdersrahsmission companies.

Additionally, in Colombia companies formed afte®29may not be vertically integrated. Producers matyhave ownership interests
exceeding 25% in distributors, and vice versa.druRompanies with a share of over 5% in a givesin@ss require authorization from the
regulator to acquire a holding in a company opegaith a different business.

As regards concentration in a given business, geAtina and Chile there are no limits on vertiagadharizontal integration. In Peru
integration is subject to authorization, 5% in tase of vertical integration and 15% in the caseooizontal integration. In Colombia, for the
generation and retailing businesses companies widyave a market share of over 25%. Lastly, in Brze only limit is a limit of 20% on
horizontal integration in the national distributiorarket.

The relevant legislation requires the authorizatibthe regulator for consolidations or mergersieein players in the same segment.

System access:

In all countries, access rights and the relatedfescess price are regulated by the relevanbatith

F- 50




5. Property, plant and equipment

The detail of the balance of “Property, Plant agdiEment” at 31 December 2006 and 2005 and of hla@ges therein in 2005 and 2004
is as follows:

31/12/06
Millions of Euros
Property,
Plant and
Equipment in Total
Accumulated Property,
Carrying the Course of  Plant and
Property, Plant and Equipment in Use Cost Depreciation Amount Construction  Equipment
Land and structures 2,39¢€ (1,210 1,18¢€ 22 1,20¢
Electricity generating facilities 36,204 (19,875 16,32¢ 2,29¢ 18,62¢
Hydroelectric power plani 11,27¢ (5,179 6,10t 163 6,26¢
Coa-fired/fuel-oil power plants 12,371 (8,652 3,72¢ 634 4,35¢
Nuclear power plant 8,213 (5,172) 3,041 103 3,144
Combined cycle plani 3,25E (437) 2,81¢ 646 3,464
Renewable energy plar 1,081 (442) 640 750 1,39C
Transmission and distribution facilitie 19,95¢ (8,324) 11,632 1,65t 13,281
High-voltage 2,25t (899) 1,35€ 265 1,621
Low- and mediur-voltage 15,612 (6,332 9,28C 1,182 10,462
Measuring and remote control equipm 1,67€ (931) 745 128 873
Other facilities 413 (162 251 80 331
Other items of property, plant and equipment 1,547 (1,07€) 471 123 594
TOTAL 60,10:  (30,48%) 29,61¢ 4,09€ 33,714
31/12/05
Millions of Euros
Property,
Plant and
Equipment in Total

Accumulated the Course of Property,
Carrying Plant and
Property, Plant and Equipment in Use Cost Depreciation Amount Construction Equipment
Land and structures 2,447 (1,07%) 1,372 17 1,38¢
Electricity generating facilities 35,57¢  (19,23¢) 16,33¢ 1,73¢ 18,07:
Hydroelectric power plant 11,841 (5,232 6,60¢ 148 6,757
Coa-fired/fuel-oil power plants 12,14¢ (8,452) 3,694 564 4,25¢
Nuclear power plant 8,213 (5,037) 3,182 60 3,242
Combined cycle plant 2,62¢ (296) 2,33: 609 2,942
Renewable energy plar 747 (227) 520 354 874
Transmission and distribution facilitie 18,85t (8,05€) 10,79¢ 1,45¢ 12,25¢
High-voltage 2,302 (858) 1,444 205 1,64¢
Low- and mediur-voltage 14,56¢ (6,103%) 8,46E 1,144 9,60¢
Measuring and remote control equipm 1,62€ (912 714 54 768
Other facilities 359 (183) 176 56 232
Other items of property, plant and equipment 1,687 (1,186) 501 92 593
TOTAL 58,565  (29,55%) 29,01( 3,303 32,31:
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Property, Plant and Equipment

in Use
Land and structures
Electricity generating facilities
Hydroelectric power plani
Coal-fired/fuel-oil power
plants
Nuclear power plant
Combined cycle plant
Renewable energy plar
Transmission and distribution
facilities:
High-voltage
Low- and mediur-voltage
Measuring and remote
control equipmen
Other facilities
Other items of property, plant
and equipmer
TOTAL

Property, Plant and Equipment

in the Course of Construction

Land and structures

Electricity generating facilities
Hydroelectric power plani

Coa-fired/fuel-oil power plants

Nuclear power plant

Combined cycle plani

Renewable energy plar
Transmission and distribution

facilities:

High-voltage

Low- and mediur-voltage

Measuring and remote control

equipmen:
Other facilities
Other items of property, plant
and equipmer
TOTAL

Millions of Euros

Inclusion/

Balance  Exclusion of Balance
at Transfers  Translation at
31/12/05 Companies Additions Disposals and Other Differences  31/12/06
2,447 - 12 (20) (33) (10) ~ 2,39€
35,57¢ 235 387 (126) 904 (772)  36,20¢
11,841 — 9 (34) 46 (584)  11,27¢
12,14¢€ — 191 (59) 304 (205) 12,377
8,213 — 15 (18) 3 — 8,213
2,62¢ — 86 (14) 537 17 3,25E

747 235 86 2) 14 — 1,081
18,85¢ — 2 (149) 1,717 (471)  19,95¢
2,30z — 1 (18) 127 (159) 2,252
14,56¢ — 1 (88) 1,367 (236)  15,61:
1,62€ — — (42) 111 (19) 1,67€
359 — — 1) 112 (57) 413
1,687 = 19 (66) (43) (48) 1,54¢
58,56: 235 420 (361) 2,54t (1,301) 60,10:

Millions of Euros
Inclusion/

Balance Exclusion of Balance
at Transfers Translation at
31/12/05 Companies  Additions Disposals and Other Differences  31/12/06

17 . 18 1) (12) . 22
1,73¢ 92 1,377 (16) (891) 1) 2,29€
148 - 99 (14) (55) (15) 163
564 — 486 — (417) 1 634
60 — 69 — (26) — 103
609 — 434 — (410) 13 646
354 92 289 2) 17 — 750
1,45¢ — 1,89¢ (5) (1,692) (7) 1,65E
205 - 176 (5) (107) (4) 265
1,144 — 1,44€ — (1,397) (11) 1,182
54 — 173 — (107) 8 128
56 104 — (80) — 80
92 — 49 - (25) 7 123
3,302 92 3,347 (22) (2,619 6 4,09€
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Millions of Euros

(*)

Inclusion/
Balance  Exclusion of Balance
at Charge for Transfers  Translation at
Accumulated Depreciation 31/12/05 Companies the Year(*) Disposals and Other Differences 31/12/06
Land and structures (2,075) — (59) 13 (90) 1 (1,210
Electricity generating
facilities: (19,23¢) (151) (960) 88 67 318 (19,87%)
Hydroelectric power
plants (5,232) — (232) 25 2) 268 (5,179)
Coal-fired/fuel-oil power
plants (8,452) — (354) 40 61 53 (8,652)
Nuclear power plant (5,031) — (154) 11 2 — (5,172)
Combined cycle plant (296) — (151) 12 (2) (437)
Renewable energy plar (227) (151) (69) 6 — (441)
Transmission and distribution
facilities: (8,05€) — (620) 105 71 176 (8,329
High-voltage (858) — (82) 5 (2) 37 (899)
Low- and mediur-voltage (6,103%) — (438) 65 42 102 (6,332)
Measuring and remote contr
equipmen: (912) — (88) 34 31 4 (931)
Other facilities (183) — (13) 1 33 (162)
Other items of property,
plant and equipmet (1,186) — (67) _68 108 1 (1,07¢€)
TOTAL (29,555 (151) (1,70¢€) 274 156 497 (30,48%)
Also, in 2006 impairment losses amounting to EURiBion were recognized.
Millions of Euros
Inclusion/
Property, Plant and Balance Exclusion of Transfers Balance
at Translation at
Equipment in Use 31/12/04 Companies  Additions Disposals and other Differences 31/12/05
Land and structures 2,34¢ — 70 (16) 3 41 2,447
Electricity generating
facilities: 33,191 98 233 (190) 696 1,54¢ 35,57¢
Hydroelectric power plani 10,62¢ — 25 (2) (97) 1,287 11,841
Coa-fired/fuel-oil power plants  11,82¢ (3) 95 (166) 260 131 12,14¢
Nuclear power plant 8,13C — 11 (22) 94 — 8,213
Combined cycle plani 2,011 — 63 — 425 130 2,62¢
Renewable energy plar 593 101 39 — 14 — 747
Transmission and distribution
facilities: 16,64¢ — 10 (53) 1,30¢ 941 18,85t
High-voltage 1,631 — 2 (8) 358 319 2,302
Low- and mediur-voltage 13,32¢ — 5 (28) 718 545 14,56¢
Measuring and remote control
equipmen 1,35¢ — 3 a7) 222 60 1,62€
Other facilities 331 — — — 11 17 359
Other items of property, plant an
equipmen 1,614 _ _29 (46) 7 85 1,687
TOTAL 53,802 96 342 (305) 2,01% 2,61% 58,56¢
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Millions of Euros

Inclusion/
Property, Plant and Equipment Balance Exclusion of Balance
at Transfers  Translation at
in the Course of Construction 31/12/04 Companies Additions Disposals and Other  Differences 31/12/05
Land and structures 7 — 37 — (27) — 17
Electricity generating facilities 1,311 10 1,061 (6) (652) 11 1,73t
Hydroelectric power plani 134 — 65 4) (57) 10 148
Coa-fired/fuel-oil power plants 238 4) 413 — (84) 1 564
Nuclear power plant 58 — 72 — (70) — 60
Combined cycle plant 669 — 375 — (435) — 609
Renewable energy plar 212 14 136 (2) (6) — 354
Transmission and distribution
facilities: 882 — 1,76¢ — (1,253) 61 1,45¢
High-voltage 162 — 152 — (125) 16 205
Low- and mediur-voltage 627 — 1,38: — (901) 35 1,144
Measuring and remote control
equipmen: 43 — 112 — (106) 5 54
Other facilities 50 122 — (121) 5 56
Other items of property, plant
and equipmer 137 — 49 — (101) 7 92
TOTAL 2,337 10 2,91€ (6) (2,033 79 3,308
Millions of Euros
Inclusion/
Balance Exclusion of Balance
at Charge for Transfers  Translation at
Accumulated Depreciation 31/12/04 Companies the Year(*) Disposals and Other Differences  31/12/05
Land and structures (1,017 — (58) 4 — 4 (1,075)
Electricity generating
facilities: (17,879 (6) (974) 167 (4) (542 (19,23¢)
Hydroelectric power plani (4,529 — (273) 1 26 (463) (5,232
Coa-fired/fuel-oil power plante  (8,127) 6 (401) 155 27) (58) (8,452)
Nuclear power plant (4,890 — (152) 11 — — (5,031)
Combined cycle plani (180) — (102 — 7 (21) (296)
Renewable energy plar (159) 12) (46) — (20) — (227)
Transmission and distribution
facilities: (7,12§) — (583) 37 (33) (349) (8,05€)
High-voltage (586) — (82) 5 (85) (112) (858)
Low- and mediur-voltage (5,374 — (404) 18 (133) (210) (6,109)
Measuring and remote control
equipmen: (803) — (84) 14 (22) @7 (912)
Other facilities (365) — (14) — 207 (11) (183)
Other items of property, plant an
equipmen (1,209 2 (51) _39 57 (28) (1,18¢)
TOTAL (27,229 _(4) (1,66€) 247 20 (923) (29,555

(*)

Also, in 2005 impairment losses amounting to EURr2ion were recognized.
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The detail of the investments in property, plard aguipment, without considering those in investnpeaperty, made in 2006 and 2005
in the various geographical areas and businesseliah the Group operates is as follows:

Millions of Euros

2006
Distribution and
Generation Transmission Other Total
Spain and Portugal 1,171 1,40¢ 51 2,63C
Rest of Europ 265 — 6 271
Latin America 328 493 41 862
TOTAL 1,764 1,901 98 3,765
Millions of Euros
2005
Distribution and
Generation Transmission Other Total
Spain and Portugal 943 1,38¢ 50 2,38z
Rest of Europi 185 — 91 276
Latin America 166 390 _44 600
TOTAL 1,294 1,77¢€ 185 3,25¢

The investments in property, plant and equipmettténelectricity generation business in Spain aordugal include the advances made
in the new capacity programme and, among otheegi®jthe construction and connection to the systeime Cristébal Colon (Huelva) 400
MW combined cycle plant and the construction wankitee As Pontes (A Corufia) 800 MW combined cycéaplconversion to the use of
imported coal of units 3 and 4 of the As PonteC@kuia) fossil-fuel plant, and the constructionhef desulphurization units of the Alcudia,
Compostilla, Teruel, Los Barrios and Almeria plamdgether with the measures required to reduce M@issions by the fossil-fuel units of
the coal-fired facilities.

The investments in property, plant and equipmettiénelectricity generation business in the reEwbpe relate mainly to the
performance of repowering projects in Italy andht® construction of the desulphurization unitshe&f ©Ostiglia and Tavazzano plants in Italy
and of the Provence and CEH plants in France.

The investments in property, plant and equipmettiénelectricity generation business in Latin Aroaiinclude, among other projects,
the construction in Chile of the San Isidro Il 31W combined cycle plant, of the Palmucho 32 MW hogalectric plant of the
Termocartagena 190 MW plant; the construction irufeé the second Etevensa combined cycle planthwhill be called Etevensa Il; and
the work to convert Etevensa | to combined cyothinelogy.

The investments in distribution relate to netwoxkeasions and expenditure aimed at optimizing timetioning thereof in order to
improve the efficiency and quality of the serviceyided.

At 31 December 2006 and 2005, property, plant apipenent included EUR 145 million and EUR 107 roitij respectively, relating to
the carrying amount of assets held under finaresele The detail of the present value of the fytagenents under these leases at 31
December 2006 is as follows:

Year Millions of Euros
2007 9
2008 25
2009 8
2010 and subsequent ye 83
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The consolidated income statements for 2006, 26052804 include EUR 91 million, EUR 92 million, aBtJR 122 million
respectively, relating to payments under operdtiages in those years for property, plant and egeiip in use. The detail at 31
December 2006 of the future payments under th@seteis as follows:

Year Millions of Euros
2007 67
2008 61
2009 59
2010 and subsequent ye 225

At 31 December 2006 and 2005, the Group had prpp@leint and equipment purchase commitments amagyitgi EUR 1,758 million
and EUR 1,974 million, respectively.

Endesa and its subsidiaries have taken out insenamiicies to cover the possible risks to whictirtheoperty, plant and equipment are
subject and the claims that might be filed agatimsi for carrying on their business activities. §épolicies are considered to adequately
cover the related risks. The loss of profit thagimtiarise as a result of outages is also covene2006 indemnity payments totaling EUR 15
million were received from insurance companiescfaims and losses.

As a result of the reduction of the physical poaed supply guarantee by the Brazilian authoritieste Argentina-Brazil
interconnection due to the Argentine energy criSien (a company controlled 100% by the Group \aitrownership interest of 59.5%) made
progress with the steps required to modify its hess to focus exclusively on the management ahtieeconnection line in order to receive
regulated fees and discontinued cross-border ppurehases and sales between the two countrie$i§erid, the company renegotiated its
power supply contracts with Copel and is seekimgumeration that is compatible with its actual stads an international electricity
transmission utility. The definitive business sture of Cien is expected to have been defined byetid of 2007. The Board of Directors
consider that the negotiations will be successfedignpleted in 2007, making the new business plablej which will make it possible to
recover in full the carrying amount of Cien’s prapeplant and equipment, which totaled EUR 359iorilat 31 December 2006.

Environmental information

One of the main pillars on which Endesa’s busimessmitment to sustainable development is basedvis@mental protection. This
attitude is a hallmark of the Company’s track relcand constitutes a fundamental trait of its betvavihat is expressly stated in its business
values. The purpose of this commitment is to misarthe impact of the Company'’s activities on thérenment in which it operates,
focusing principally on issues relating to climateange, the implementation of environmental managsystems, the appropriate
management of spills, waste, emissions, pollutdched other effects on the environment.

Endesa’s environmental management is integratedudigdn tune with its corporate strategy and to@nmitment has a direct effect on
Company management’s decision-making process. Tage§ic Environmental and Sustainable Developridant for 20032007 includes th
plans and programmes that Endesa is carrying dheisustainable development field in this perad is fully in tune with the Company’s
values and its business mission and vision.

Endesa’s environmental activities are aimed atguu@sg natural resources, evaluating the envirorialeisks associated with its
business activities and ensuring excellence in grameant through the third-party certification offasilities.

F- 56




1. Spain and Portugal

On 24 November 2006, the Council of Ministers apptbthe National Allocation Plan (“NAP”) for 200822, which was published in
the Official State Gazette (“BOE") pursuant to Riopacree 1370/2006, of 25 November 2006. On thtt davas sent to the European
Commission for analysis and approval.

This NAP establishes a volume of allowances tolloeated to the industries and facilities affecbhgdLaw 1/2005 of 144.85 Mt/year, to
which are added a further 7.825 Mt/year in reséoveew entrants (5.4% of the annual allocation)ing a total volume of emission
allowances of 152.673 Mt/year.

An average allocation of 54.053 Mt/year was esshielil for the electricity industry, with the poskipiof using credits from the projects
associated with the flexibility mechanisms under ityoto Protocol.

The NAP also defines the methodologies for distmiguthese industry allowances that will be usedttain the individual allocations
for each facility. However, it does not distribtle emission allowances by facility, since thiddse, pursuant to Article 19 of Law 1/2005,
after the related applications for allowances Hasen submitted by the owners of the facilities ciéfd.

In the case of Endesa, this application for allovesrwas submitted by administrative procedure lfotsegenerating facilities affected |
Law 1/2005 on 28 December, by the deadline estadiby the Ministry of the Environment.

On 26 February 2007, the European Commission davkecision regarding the NAP for 2008-2012 suladitty the Spanish
government, proposing that the total initial allb@a be modified slightly (from 152.67 Mt/year t62.2 Mt/year) and changing the limit on
the use of credits from the project-based mechantsma value that has not yet been fully defineétvis calculated as the percentage equal
to the quotient between the difference betweerethissions measured in 2005 and the annual avellagateon envisaged in the NAP for
2008-2012 and that allocation.

In 2006 Endesa continued with its investment piared at reducing greenhouse gas emissions by irmgake efficiency of its
facilities and investing in new renewable energgt @ambined cycle capacity. In the area of emissitading, Endesa carried out emission
allowance purchases from the European Union, fatiog actively in the European market.

A key part of Endesa’s climate change strategtsiparticipation in the flexible project-based esioa reduction mechanisms. In 2006
Endesa confirmed its position as an internationaihowned actor in the CDM (Clean Development Madm) field: Of particular
importance was the functioning of the Endesa Clataitiative (“ECI”), since in 2006 Endesa exceedtedarget for the purchase of tons of
CO:.

Also, based on the targets established in theeggfimEnvironmental and Sustainable Development laB003-2007, Endesa continued
its work to implement and subsequently certify Eommental Management Systems pursuant to the atierral ISO 14001 standard and the
European EMAS regulations at the facilities in kieg areas of the Company (generation, distributienewable energies, corporate
headquarters, etc.). Worthy of particular note thasenvironmental certification of the Andorra mimgnich was the first opepit coalmine ir
Spain to achieve environmental management cettiificaand the certification of the Spanish hydro#ie generating facilities.

In the distribution business, in line with the eovimental management system implementation progeimrhe Strategic
Environmental and Sustainable Development Pla2@®3-2007, the Environmental Management Systemcerdsied for Endesa
Distribucién Eléctrica in the Balearic Islandsjam the system already certified in Catalufia. Assult, 47% of Endesa’s power distribution
in Spain and Portugal has now been certified uttdsiinternational standard.
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2. The rest of Europe

In Italy, the official proposal for the National Ession Allowances Allocation Plan was publishedl@December 2006 and was sent to
the European Commission on that date. This NAR®®8-2012 establishes an average emission allovalooation of 209 Mt/year. An
annual average allocation of 106 Mt was establigbethe electricity industry, with the possibilibf using credits from the projects
associated with the flexibility mechanisms under ityoto Protocol, up to 25% of the individual abidion for a given facility.

The European Commission is currently debating tiléah government’s proposal with a view to givitgjopinion as to possible
modifications or to approving it. Once the Plan hasn approved, a national-level consultation meedll take place. The volume of
emission allowances allocated to the facilities ed/by Endesa Italia will not be known until therPlas been definitively approved.

In 2006 Endesa Italia maintained the certificatidrll its facilities under the ISO 14001 and EMR8gulation standards, strengthening
Endesa’s environmental commitment at its facilities2006 Endesa Italia integrated its environmlemi@nagement system with the security
system, leading the field in this area.

The French National Allocation Plan for 202812 sent to the European Commission on 15 Septe2d0é was initially rejected. A ne
Plan was adopted on 27 December 2006, reducingviérall allowances by 17% with respect to the ftstn. This new Plan containing the
distribution of the emissions by facility was semthe European Commission in January 2007.

The official proposal relating to Polish NationahEsion Allowances Allocation Plan was sent toEueopean Commission on 30
June 2006. Brussels is currently analyzing theerdrdf the Plan with a view, once a consensus &as teached, to issuing its comments .
possible modifications or to approving it. A 2.48tliease in allowances with respect to the precquinigd has been requested for the
facilities of Elektrocieplownia Bialystok, S.A. Thelume of emission allowances allocated to thdifes owned by Endesa will not be
known until the Plan has been definitively appraved

3. Latin America

In Latin America, Endesa, through its subsidiargl&a Chile, continued to consolidate the implentemaf Environmental
Management Systems at its facilities, achievingdfé certification under the ISO 14001 standardifbgenerating facilities in Argentina,
Brazil, Chile, Colombia and Peru.

It should be noted that the Cartagena fossl-plant in Colombia obtained certificates untter ISO 14001 and OHSAS 18001 stand
for its integrated management system (Environmedt@ccupational Health and Safety).

Also, with the certification of the two Brazilianstfibutors Ampla and Coelce, all the power disttéd by Endesa in Latin America has
now been certified under ISO 14001.

EEPSA, a producer in Peru, has obtained InterneibbBesponsibility SA 8000 certification, whichnibw shares with the also Peruvian
company EDEGEL. This marks a very important milastat the Company, since they are the first Endesganies that hold environmen
quality, risk prevention and internal social resgibility certificates.

As regards projects carried out within the framdwafrthe Kyoto Protocol flexible mechanisms, foigrsficant projects were
undertaken, namely Callahuanca in Peru, Ojos dea/sga Canela in Chile and the Inter-American eilg@ttrinterconnection SIEPAC, with
an overall reduction potential of approximately onidion tons per year.

F- 58




6. Investment property
The detail of “Investment Property” and of the ohpes therein in 2006 and 2005 is as follows:

Millions of Euros

Balance at Transfer of Reduction Due Balance at
Translation
31/12/05 Investments Properties to Disposal Differences Other 31/12/06
Properties in Spain 4 — 30 Q) — (2) 32
Properties in Latin
America 67 7 — (16) @ 1 49
TOTAL 7 7 30 (17) © = &
Millions of Euros
Balance at Transfer of Reduction Due Balance at
Translation
31/12/04 Properties to Disposal Differences 31/12/05
Properties in Spain — 4 _ — 4
Properties in Latin America 58 — (4) 13 67
TOTAL 58 4 @ 13 71

The market value of the investment property at 8tdnber 2006 was approximately EUR 513 million. Wtal market value of the
investment property at 31 December 2005 was betapproximately EUR 462 million and EUR 635 milligee Note 3-b).

The properties disposed of in 2006 were sold foRE300 million, of which EUR 240 million related the sale of land in Palma de
Mallorca to Neinver Bolonia, S.L., in which, aftie sale, Endesa acquired an ownership interet%f(see Notes 9 and 23).

The direct expenses relating to investment propexggnized in the consolidated income statement®G06, 2005 and 2004 are not
material.

7. Intangible assets
The detail of “Intangible Assets” and of the chamtfeerein in 2006 and 2005 is as follows:

Millions of Euros
Inclusion/ Transfers

Balance Exclusion of Balance
at and Translation at

31/12/05 Companies Additions Amortization(*) Disposals Other Differences 31/12/06

CO: emission

allowances 531 4 802 (121) (786) (1) — 429
Computer softwar 212 — 105 (71) 4) — — 242
Connection points

(Note 8) — — — — — 72 — 72
Other 120 = 2 (11) v (68 () 61
TOTAL 863 4 929 (203) (791) _ 3 (1) 804

(*) Including impairment losses amounting to EUR 118iomi.
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Millions of Euros

Inclusion/ Transfers
Balance Exclusion of Balance
at and Translation at

31/12/04 Companies Additions Amortization  Disposals Other Differences 31/12/05
CO . emission allowanc — — 531 — — — — 531
Computer softwar 212 — 71 (77) — (2) 8 212
Connection point — — — — — — — —
Other 11 (3 10 _() @ u 1 120
TOTAL 328 (3 @ s @9 ® 9 9 863

CO> emission allowances

The amount recognized for GO emission allowangelsiles EUR 334 million at 31 December 2006 and B@& million at 31

December 2005 relating to allowances allocatedhéoconsideration under the National Emission AlloeeAllocation Plans of each of the
European countries in which the Group operates.

The emission allowances received for no considamatilate to 53 million tons in 2006 and to 46.1liom tons in 2005. The National

Allocation Plans approved in the European countrieghich the Group engages in generating activigilso provided for the allocation of
emission allowances for no consideration totalb2gmillion tons in 2007.

The detail of the emission allowances allocatetthéoGroup for no consideration for 2007, 2006 ad@52s as follows:

Spain
Italy
France
Poland
TOTAL

Millions of Tonnes
2007 2006 2005

38 39 43

11 11 11(1)
2 2 2
1 1 1

52 53 57

(1) No emission allowances were allocated to Ende$ia Bap.A. in 2005 because the Italian NationabMance Allocation Plan was

approved in 2006 and, therefore, the 2005 finarstatbments do not reflect any allocation of allowes in this connection.

The detail of the emission allowances consumedhbyEndesa Group in 2006 and 2005, which totaleahidn tons and 67 million

tons, respectively, is as follows:

Spain
Italy
France
Poland
TOTAL

Millions of Tonnes

2006 2005
46 52
14 13

1 1
1
2 &

At 31 December 2006, the provision included in¢basolidated balance sheet in respect of the esnssnade by the Group in 2006
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amounted to EUR 418 million. Of this amount, EURI 38illion will be covered by the emission allowasceceived in the related National
Allocation Plans and EUR 84 million will be coverbd the allowances acquired during the year. Sukistly all the emission allowances
recognized in the consolidated balance sheet Bege&mber 2005 were used in 2006 to cover




the CO2 emissions made in 2005. Similarly, moghefemission allowances recognized in the condelithalance sheet at 31
December 2006 will be used in 2007 to cover the;@&missions made in 2006.

At 31 December 2006 and 2005, the £0 emissiomwalce purchase commitments amounted to EUR 66omidind EUR 4 million,
respectively.

Connection points

As a result of the acquisition of Finerge in 2008 the valuation of this company’s assets andlitegs in 2006, it was disclosed that
there are intangible assets amounting to EUR 7komitelating to permits received by the compamynirthe Portuguese state prior to its
inclusion in the Group for the installation of wifarms, i.e. the so-called “connection points”. @ection points are considered to be
intangible assets with indefinite useful lives girthe connection point concessions do not expidetlae Company considers that, in the
present circumstances, it will continue to use tliedefinitely and, therefore, they are not amodize

On the basis of the estimates and projectionsaaito the Board of Directors, the forecasted élasts attributable to the intangible
assets will be exceeding the carrying value ofadmets and therefore make it possible to recoeeralrying amount of these assets
recognized at 31 December 2006.

8. Goodwill

The detail, by cash-generating unit (or group afa)rio which it is allocated, of goodwill and dfet changes therein in 2006 and 2005 is
as follows:

Millions of Euros

Balance at Balance at
Translation

31/12/05 Additions Disposals Differences Other 31/12/06
Subsidiaries in Chile 2,36¢ — — (380) — 1,98¢
Endesa Itali¢ 1,29z — — — 94 1,387
Snet 178 23 — — — 201
Coelce 156 — — 4) — 152
Finerge 145 — — — (94) 51
Ampla 111 — — (2) — 109
Ferrara — 32 — — (5) 27
Teverola — 40 — — (6) 34
Other 27 12 — = ) 37
TOTAL 4,27¢ 107 — (386) 13 3,98€

Millions of Euros

Balance at Balance at
Translation

31/12/04 Additions Disposals Differences Other 31/12/05
Subsidiaries in Chile 1,80¢ 3 — 557 — 2,36¢&
Endesa Italic 1,324 — — — (31) 1,29z
Snet 183 — — — (5) 178
Coelce 121 — — 35 — 156
Finerge — 145 — — — 145
Ampla 99 — — 12 — 111
Other 21 = — _ 6 - 27
TOTAL 3,55€ 148 — 610 (36)  4,27¢

The addition to the goodwill relating to Snet irDBrelates to an adjustment for the contingent matrfor the acquisition of the group
headed by this company.
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The valuation of the assets and liabilities of Fgeerequired to calculate the related goodwill wasipleted in 2006. After this definitive
allocation, the goodwill relating to Finerge amaathto EUR 51 million. Had the assets and liabgitieen measured and the goodwill
determined at the date of acquisition, the prafitZ005 would not have differed significantly withspect to that included in the financial
statements for 2005.

The assets and liabilities of Finerge were measasdollows:

Millions of Euros

Property, plant and equipment 82
Intangible assets: connection points (Not 72
Other asset 89
Minority interests (6)
Non-current liabilities (115)
Current liabilities (21)
Total net value of assets and liabilit 101
Acquisition price 152
Goodwill 51

At the date of preparation of these consolidatedrfcial statements the valuation of the assetdia@nitities of Teverola and Ferrara with
a view to definitively allocating the goodwill hat been completed.

According to the estimates and projections avadlabithe Board of Directors, the projected casWdlattributable to the cash-generating
units (or groups of units) to which the goodwilifocated will be exceeding the carrying valuehaf assets and therefore make it possible to
recover the carrying amount of each item of goddwitognized at 31 December 2006.
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9.

Investments accounted for using the equity method

The detail of the main Group investees accountedding the equity method and of the changes théne2006 and 2005 is as follows:

Gas Atacama
Tejo Energie
Nuclenor
Tahaddar
E.E. Da
Alvadia
Altek
Ergosuc
E.E. Vale Do
Minho
AIE Asco-
Vandellos
Tirme
E.E. Da
Espiga
Elcogas
Neinver
Bolonia
Other
TOTAL

Gas Atacama
Tejo Energie
Nuclenor
Altek
Tahaddar
Ergosucd
Elcogas
Auna
Smartcon
Sidec

NQF Gas
Other
TOTAL

Millions of Euros

Result of
Companies
Inclusion/ Accounted
Balance at Exclusion of for Using Balance at
the Equity Translation Transfers
31/12/05 Companies Additions Disposals  Method Dividends Differences and Other  31/12/06
130 - - - 4 - (4) - 130
87 — — — 1 (4) — — 84
63 — — — 31 (33) — 1 62
22 — 3 — 3 2) — — 26
2 — — (1) 1 — — 20 22
30 — — — (5) — (5) 1 21
19 - - - - - = - 19
— — — — — — — 19 19
16 — — — — — — 1 17
11 — — — 3 1) — — 13
— — — — — — — 11 11
18 — — — — — — (10) 8
— — 27 — — — — (27) —
225 = 25 (M 25 () @ () 217
623 = 55 (® &8 (6) (1 (1) 648
Millions of Euros
Result of
Companies
Inclusion/ Accounted
Balance at Exclusion of for Using Balance at
the Equity Translation Transfers
31/12/04 Companies Additions Disposals Method Dividends Differences and Other 31/12/05
111 - - - 9 - 13 3) 130
83 — 5 — 6 (11) — 4 87
80 - - - 19 (33) - (3) 63
45 — — — 1) — 4 (18) 30
11 — — — 2 — — 9 22
19 — — — — — — — 19
22 — — — (4) — — 18
1.08¢ — — (904) 10 — — (189) —
402 - - (411) (2) - 11 - -
30 — — (56) 8 2) — 20 —
21 - - - 1 - - (22) -
284 (22 1 L 1 (@1 6 (21) 254
2191 (22 6 (13719 67  (8) 34  (223) 623




The main transaction performed by the Group in Z28annection with the companies accounted fangiihe equity method was the
acquisition of 45% of the share capital of NeinBefonia for EUR 27 million. This investment is ded at a zero balance in the consolidated
balance sheet at 31 December 2006 since, pribetadquisition of the investment, the Group soliedand in Palma de Mallorca to this
company (see Note 6). The adjustment to elimin&gé 4f the gain obtained by the Group on the sale dealucted from the carrying amount
of the investment to leave it with a zero balaeo, a liability of EUR 13.5 million was recognideinder “Long-Term Provisions” in the
consolidated balance sheet in relation to the ohligation assumed by the Group to make futurerdmrttons for the operations of this
company. This amount was also deducted from tla ¢gatin obtained on the sale of the land. The Gmillmot make any additional
contribution to this company exceeding the EUR 18ilion recognized on the liability side of therswlidated balance sheet. Therefore, the
Group has only recognized the amount of the gaiainéd on the sale relating to the portion for vahédl the risks and rewards of ownership
of the land have been transferred (see Note 23).

The main transactions carried out by the Groupdidb2in respect of companies accounted for usingdiuity method were as follows
(see Note 23):

* The sale of 27.7% of the share capital of the tatenunications operator Auna to France Telecom EsfaA. for EUR 2,221
million. Following this sale the Group had an owsfep interest of 5.01% in Auna which was transf@te“Non-Current Financial
Assets” in the accompanying consolidated balaneetsiwhere is was classified at 31 December 2005. ifivestment was
subsequently sold to Deutsche Bank (see Note 10).

* The sale of the Group’s entire investment in Snoant®cs for EUR 408 million.
» The sale of Snet's investment in the electricityducer Séchilienne-Sidec (“Sidec”) for EUR 104 roiil

Following is information at 31 December 2006, 2@®6 2004 from the financial statements of the nsampanies over which the Grc
holds joint control (see Note 3-h):

31/12/06
Millions of Euros
Non-
Current Current Non- Ordinary
% of Current Current

Ownership Assets Assets Liabilities Liabilities Revenue Expenses
Nuclenor 50% 189 127 106 56 208 102
Ergon Eneria 50% — 92 — 89 694 691
Tejo Energic 38.9% 510 152 467 7 190 173
Pegor 50% — 11 — 6 20 13
Carbopegc 50% — 14 — 6 85 86
Gas Atacami 50% 489 62 264 32 197 169
A.l.LE. Asc6 Vandel6s 85.4% 143 132 171 85 165 157

31/12/05
Millions of Euros
Non-
Current Current Non- Ordinary
% of Current Current

Ownership Assets Assets Liabilities Liabilities Revenue Expenses
Nuclenor 50% 150 121 55 62 210 101
Ergon Eneria 50% — 75 — 73 383 381
Tejo Energie 38.2% 510 106 360 71 228 194
Pegogp 50% 8 — — 3 19 13
Carbopegc 50% 21 — 11 — 98 94
Gas Atacami 50% 823 221 615 170 206 172
A.L.LE. Asc6 Vandel6s 85.4% 153 146 187 93 156 148

F- 64




31/12/04
Millions of Euros

Cyr?gnt Current Non- Ordinary
% of Current Current

Ownership Assets Assets Liabilities Liabilities Revenue Expenses
Nuclenor 50% 168 84 64 28 128 88
Ergon Eneria 50% — 41 — 39 244 242
Tejo Energie 38.9% 550 149 410 90 250 166
Pegor 50% — 12 — 6 19 11
Carbopegc 50% — 8 — 1 73 74
Gas Atacami 50% 744 163 560 128 190 152
A.lLE. Asc6 Vandel6s 85.4% 168 122 209 63 132 123

Gas Atacama, a company in which the Group hastarest of 50% (percentage of ownership of 18%)emisred into various contracts
to supply power to its customers in Chile. In viefathe growing difficulties involved in importingatural gas from neighboring countries at
competitive prices, Gas Atacama has been forcgenerate electricity using alternative fuels. Tea/isupply scenarios could condition the
future viability of the company due both to breakais in the gas supply chain and to the fact thattiditional costs cannot be passed on to
the end consumers. In order to be able to ensaredbnomic viability of the business and to avaitife claims for breach of contract,
management of Gas Atacama is analyzing, togethbratier partners, a project to build a regasiiicaplant. The directors consider that this
new plant would provide Gas Atacama with a contususupply of fuel to be able to fulfill its busisgslan, on which is based the
recoverability of the net investment recognizethie accompanying consolidated balance sheet ae8&rbber 2006 amounting to EUR 259
million, of which EUR 130 million relate to the iagtment accounted for using the equity method dsid E29 million relate to loans granted
(see Note 25).

Following is information at 31 December 2006 an@2€rom the financial statements of the main congmaver which the Group
exercises significant influence:

31/12/06
Millions of Euros
Non-
Current Current Non- Ordinary
% of Current Current
Ownership Assets Assets Liabilities Liabilities Revenue Expenses
Elcogas 40.87% 265 168 16 393 117 123
Tirme 40% 199 48 139 82 68 58
31/12/05
Millions of Euros
Non-
Current Current Non- Ordinary
% of Current Current
Ownership Assets Assets Liabilities Liabilities Revenue Expenses
Elcogas 40.87% 296 81 287 53 135 145
Tirme 40% 191 38 154 53 69 59
31/12/04
Millions of Euros
Non-
Current Current Non- Ordinary
% of Current Current
Ownership Assets Assets Liabilities Liabilities Revenue Expenses
Elcogas 40.87% 296 89 27 306 135 142
Tirme 40% 227 42 150 64 61 60
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A complete list of the investees over which the @prexercises joint control or significant influeriséncluded in Appendix Il to these

notes to the consolidated financial statementsimtit 8.1.

The economic and financial aggregates of the atbeipanies over which the Endesa Group exercisesgontrol or significant

influence are not material.

10. Non-current financial assets

The detail of “Non-Current Financial Assets” in #iiecompanying consolidated balance sheet and afhidneges therein in 2006 and

2005 is as follows:

Millions of Euros

Additions Valuation
or Charge Adjustment
Balance Disposals Balance
at for The or against Translation Transfers at
31/12/05 Year Reductions Equity(*) Differences and Other 31/12/06
Loans and receivables 3,374 2,561 (1,902 — (26) (126) 3,881
Available-for-sale
financial asset 664 3 (400) 26 (7 46 332
Financial derivatives
(Note 18) 142 — (5) 50 — 124 311
Impairment losses (46) (1) 5 = — — (42)
TOTAL 4,134 2,565 (2,302) (76) (33 44 4,482
(*) Classified under “Equity—Unrealized Asset and Li#pRevaluation Reserve” or “Equity—Of Minority tarests”, as appropriate.
Millions of Euros
First-Time  Additions Valuation
Application or Charge Adjustment
Balance Balance
at of IASs 32 for the Disposals or against Translation  Transfers at
31/12/04 and 39 Year Reductions Equity(*) Differences and Other 31/12/05
Loans and receivables 1,10C (109) 2,397 (152) — 98 40 3,374
Available-for-sale
financial asset 241 41 5 (37) 237 1 176 664
Financial derivatives
(Note 18) — 154 16 — (28) — — 142
Impairment losses (45) — (12) 13 = (1) (1) (46)
TOTAL 1,29€ 86 2,40€ (176) 209 98 215 4,134

(*)
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Loans and receivables
The detail of “Loans and Receivables” at 31 Decan2B®6 and 2005 is as follows:

Millions of Euros
Balance at Balance at

31/12/06 31/12/05

Financing of the shortfall in revenue from regutbéetivities in Spain (Note

4-a) 1,31t 1,581
Compensation payments for extra -mainland production costs (Not-a) 1,36€ 579
Costs of transition to competition of Endesa Itéhate «b) 10 120
Guarantees and depos 455 365
Loans to associates and jointly controlled ent 287 269
Loans to employee 87 156
Other loans 361 304
TOTAL 3,881 3,374

The fair value of these assets approximates tlaeiyiong amount.

On 20 November 2006, Endesa entered into an agredorehe assignment of all the collection righakating to the shortfall in revenue
from regulated activities in Spain for 2005 with BParibas and Banesto. The proceeds from the isalerded to EUR 1,676 million. This
amount could be modified on the basis of the péssibanges that might arise in certain variablahénsettlement of the collection rights v
respect to the amount used in calculating the @selprice. The analysis performed disclosed taGtioup has transferred substantially all
the risks and rewards of ownership of the collectights relating to the shortfall in revenue froagulated activities in 2005 and, therefore, it
derecognized this asset.

The detail, by maturity, of the current and nonrent loans to associates and jointly controlledtiestat 31 December 2006 and 2005 is
as follows:

Millions of Euros

Balance Current Non-Current Maturities
Maturity Subsequent
at
31/12/06 2007 2008 2009 2010 2011 Years Total
Euro loans 134 13 4 13 44 13 47 121
Foreign currency loans 166 — 129 - - = 37 166
TOTAL 30 18 188 13 4 13 84 287
Millions of Euros
Balance Current Non-Current Maturities
Maturity Subsequent
at
31/12/05 2006 2007 2008 2009 2010 Years Total
Euro loans 123 1 2 1 2 — 117 122
Foreign currency loans 147 — 147 - = = = 147
TOTAL 20 1 148 1 2 — 11 269

These loans earned average interest at 5.67% 38%4n 2006 and 2005, respectively.

Available-for-sale financial assets

In 2005 the 5.01% investment in Auna still heldthg Group following the sale of the 27.7% ownershtprest to France Telecom (see
Note 9) was transferred to this line item. The %0hvestment in Auna was subsequently sold to Réet8ank for EUR 359 million. Ende
is entitled to receive 90%
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of the portion of the selling price in the firshisaction made with these shares on or after 8 iNb&e2008 that exceeds the amount of EUR
361 million capitalised at an annual rate of 4.9%e asset relating this investment was derecogniz2806 because the period for exercis
their pre-emption rights by the other shareholdé¢isuna had expired.

This heading also includes the Group’s investmé&B®o in Red Eléctrica de Espafia, S.A. (“Red Eléatd, which was carried at EUR
132 million at 31 December 2006 (31 December 2EHR 106 million), of which EUR 106 million are ckfed under “Equity—Unrealized
Asset and Liability Revaluation Reserve” (31 Decen2005: EUR 80 million) (see Note 13). Under Rdyektree-Law 5/2005, of 11 March,
the Group must reduce its investment in Red Elggto 1% before 1 January 2008.

11. Inventories
The detail of “Inventories” 31 December 2006 an62& as follows:

Millions of Euros
31/12/06 31/12/05

Fuel stocks: 676 623
Nuclear fuel 204 253
Other 472 370

Other inventorie: 223 205

Valuation adjustment (17 (16)

TOTAL 882 812

The fuel stock purchase commitments at 31 Dece2®@$ and 2005 amounted to EUR 17,644 million andRE20,276 million,
respectively, assuming that the market price at gaarend, in the cases in which prices are tied to mamkees, would be applied. A porti
of these commitments relates to natural gas puechgeements with “take or pay” clauses. The Bo&mlirectors consider that the Group
will be able to fulfil these obligations and, thienee, they do not expect any contingency to arsthis connection.

12. Trade and other receivables
The detail of “Trade and Other Receivables” at &t&nber 2006 and 2005 is as follows:

Millions of Euros

Trade and Other Receivables 31/12/06 31/12/05
Trade receivables for sales 4,02¢ 4,397
Tax assets 960 864

Income tax 570 456

Other taxe: 390 408
Other receivable 1,17¢ 1,18€
Valuation adjustment (349) (349
TOTAL 5,81¢ 6,09¢

In 2006 the average trade receivable collectiorogeras 28 days (2005: 27 days) and, consequéeh#yfair value of trade receivables
approximates their carrying amount.
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13. Equity
The detail of the Group’s equity at 31 December6280d 2005 and of the changes therein is as follows

Unrealized
Asset and
Liability Total Equity of
Share Share Legal Revaluation Restricted Translation Revaluation Retained Interim Equity of Minority Total
Capital Premium Reserve Reserves Reserves Differences Reserve Earnings Dividend the Parent Interests Equity
Balance at 31/12/04 1,271 1,37€ 285 1,714 170 (20) 57 4,163 (288) 8,72¢ 5,40F 14,13¢
First-time application of
IASs 32 and 3¢ — — — — (49) (143) — (192) (1,574) (1,76€)
Distribution of profit — — — — — — — (782) 288 (494) (216) (710)
Income and expenses
recognized in equit — — — — — 749 187 (209) — 727 693 1,42C
Profit for the yea — — — — — — — 3,182 — 3,182 575 3,757
Interim dividend — — — — — — — — (323) (323) — (323)
Inclusion/Exclusion of
companies — — — — — — — — — — 113 113
Other payments to
shareholder — — — — — — — (14) — (14) (283) (297)
Corporate restructuring — — — — — — — (24) — (24) 24 —
Balance at 31/12/05 1,271 1,37€ 285 1,714 170 729 195 6,173 (323) 11,59C 4,737 16,327
Distribution of profit — — — — — — — (2,541) 323 (2,21¢€) (346) (2,564)
Income and expenses
recognized in equit — — — — — (402) (81) (20) — (503) (366) (869)
Profit for the yea — — — — — — — 2,96¢ — 2,96¢ 829 3,79¢
Interim dividend — — — — — — — — (529) (529) — (529)
Inclusion/Exclusion of
companie — — — — — — — — — — (61) (61)
Other payments to
shareholder — — — — — — — — — — (80) (80)
Corporate restructuring — — — — — — — (18) — (18) (68) (86)
Balance at 31/12/06 1,271 1,37€ 285 1,714 170 327 114 6,562 (529) 11,291 4,64F 15,93¢€
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13.1. Equity: Of the Parent
Share capital

At 31 December 2006, the share capital of Endega,gnounted to EUR 1,270,502,540.40 and was repted by 1,058,752,117 fully
subscribed and paid shares of EUR 1.2 par value edof which are listed on the Spanish Stockhaxmes. There were no changes in 2006
or 2005.

At 31 December 2006, 15,952,756 shares of Endesaw@re listed on the New York Stock Exchangehie form of ADRs (2005:
22,676,060 shares). Endesa, S.A.’s shares arérathsl on the Santiago de Chile Offshore Stock &mxgh.

On 16 November 2006, the Spanish National Secsifiarket Commission (“*CNMV”) authorized the takepbé for all the shares of
Endesa, S.A. presented by E.On Zwolfte Verwaltu@gsH (“E.On”), a subsidiary of E.On AG.

E.On’s bid is conditional upon the acquisition bfemst 529,481,934 shares of Endesa, represesifg % of its share capital.

Share premiurr

The Consolidated Spanish Companies Law expressiyifgethe use of the share premium account balant&rease capital and does
not establish any specific restrictions as to #s.u
Legal reserve

Under the Consolidated Spanish Companies Law, 1f08étqrofit for each year must be transferrechmlegal reserve until the balance
of this reserve reaches at least 20% of the stzqitat

The legal reserve can be used to increase capiteided that the remaining reserve balance doefafidielow 10% of the increased
share capital amount. Otherwise, until the legaéree exceeds 20% of share capital, it can onlysied to offset losses, provided that
sufficient other reserves are not available fos fhurpose.

The Group’s Parent has recorded the legal resarfigli

Revaluation reserve
The balance of “Revaluation Reserves” arose asudtref the revaluation made pursuant to Royal Bedraw 7/1996, of 7 June.

From 1 January 2007, the aforementioned balanceeased, free of tax, to offset future accountsges and to increase share capital,
or be taken to unrestricted reserves, providedtbgamonetary surplus has been realized . Theusuwll be deemed to have been realized in
respect of the portion on which depreciation hantiaken for accounting purposes or when the redadissets have been transferred or
derecognized.
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Translation differences

The detail, by company, of translation differennesof taxes in the consolidated balance she&$ Biecember 2006 and 2005 is as
follows:

Millions of Euros

Translation
differences

31/12/06  31/12/05
Codensa 82 116
Emgese 59 85
Ampla 41 39
Cachoeira Dourad 38 39
Investluz/Coelct 33 27
Betania 25 33
Cien 20 24
Central Generadora Fortale 16 20
Bialystok 8 8
Pehuench 7 19
Endesa Chil¢ (6) (35)
Chilectra (8) (7)
Edesut (8) 3
Enersis (119) (114)
Other subsidiaries in Chi 126 438
Other _ 13 _34
TOTAL 327 729

Dividend

The 2006 interim dividend approved by the Boar®wéctors of Endesa, S.A. on 24 October 2006 anmsotmEUR 0.5 gross per share,
giving a total amount of EUR 529 million, which wasducted from the Parent’s equity at 31 Decemb@6 2Also, the Company’s Board of
Directors resolved on 30 March 2007 to proposéé¢oshareholders at the Annual General Meeting yaadaal dividend for 2006 of EUR
1.14 gross per share, giving a total of EUR 1,20am.

The 2005 interim dividend approved by the Boar®wéctors of Endesa, S.A. on 15 November 2005 arsalito EUR 0.305 gross per
share, giving a total amount of EUR 323 million,igthwas deducted from the Parent’s equity at 3lebrdaer 2005. Also the Company'’s
shareholders approved at the Annual General Meetingb February 2006 the payment of a final divitiear 2005 of EUR 2.095 gross per
share on 3 July 2006, giving a total amount of EXJRL8 million.

Treasury shares

As authorised by the shareholders at the GeneratiMgs on 2 April 2004 and 27 May 2005, and tolii@te the liquidity of trading in it
shares at particular times, in 2005 Endesa, S.duieed 250,613 treasury shares for an average pfiE€JR 17.91 per share and sold these
same shares for an average price of EUR 18.51hpee s

No transactions involving treasury shares weregoeréd in 2006.
At 31 December 2006 and 2005, Endesa did not hojdraasury shares.

F-71




Capital management

The Group’s capital management focuses on achievfittancial structure that optimises the costayfital while maintaining a solid
financial position. This policy makes it possibtenhake creating value for the shareholder compatilith access to financial markets at a
competitive cost in order to cover both debt raiiting needs and investment plan financing needsaared by the funds generated by the
business.

The Board of Directors consider that evidence tfllfment of the capital management targets sgtrevided by the maintenance of the
long-term rating of A and a gearing ratio not extieg 140%, taken to be the result of dividing nieaficial liabilities by equity.

At 31 December 2005 and 2006, the Group was actgewth parameters, as shown below:

Long-Term Rating
31/12/06  31/12/05

Fitch At At
Moody's A3 A3
Standard & Poc's A A

Gearing Ratio
Millions of Euros

31/12/06 31/12/05
Net financial liabilities: 19,84( 18,281
Non-current bank borrowings and other financial liaksB 20,487 18,581
Current bank borrowings and other financial lidatsg 629 2,45C
Cash and cash equivalel (965) (2,614
Derivatives recognized as financial assets (Noje (311) (142
Equity: 15,93¢ 16,321
Of the Paren 11,291 11,59(C
Of minority interests 4,64¢ 4,737
Gearing ratio 124.5% 119.91%

Restrictions on the distribution of funds by subgdes

Certain Group companies have clauses in their gimgncontracts that have to be met in order tolde ® distribute profits to
shareholders At 31 December 2006 and 2005, the assets ofdimpanies subject to these restrictions amount&dJR 259 million and EUF
258 million, respectively.

In certain cases, ENDESA is subject to the prigniadstrative authorization system of the CNE preddy Additional Provision
Eleven, Three. 1.14 of Oil and Gas Industry Lawl988, of 7 October.

The new wording of the aforementioned Additionad\®sion Eleven was established by Royal Decree-4&006, of 24 February,
modifying function 14 of the CNE. This function aBlishes that the CNE is responsible for authogizhe acquisition of ownership activities
in entities formed under the Spanish Commercialedngdcompanies engaging in regulated activitieg Aéw wording provided by Royal
Decree-Law 4/2006 broadens this function to enca®jpéso:

» Companies that engage in activities that are subjemdministrative control which implies a spedacipline relationship (nuclear
power plants, coal-fired plants of particular sfgraince for the consumption of Spanish coal, island non-mainland electricity
systems, natural gas storage or natural gas traegmithrough international gas pipelines with 8 the end destination).
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* Any player that wishes to acquire an ownershipre@geof 10% or more, or an ownership interest pnavides significant influence, in
a company that, itself or through other compameéssigroup, engages in any of the aforementioméitiges.

* The direct acquisition of the assets required toyaan those activities.
Authorization may be rejected for any of the follog/reasons:
* The existence of direct or indirect significankesr adverse effects on the aforementioned aietivit

» Protection of the general interest in the energydtry and, in particular, the guarantee thatitldeistry policy objectives will be
adequately safeguarded. Strategic assets arefidénbasic gas system, international gas pipelittaasmission facilities, island and
non-mainland electricity systems, nuclear powentsl@and coal-fired plants of particular significarfor the consumption of Spanish
coal.

« Inability to adequately carry on the activities emad by this function due to the performance byattguiring party or the acquired
party of other activities of a different type.

* Any other public security issue and, in particutacurity and quality of supply, or involving safiegds against a risk of insufficient
investment in, or maintenance of, infrastructures.

It is established that these rules will apply tmactions pending execution at the date on whigjh ¢come into force, unless
authorization has already been obtained pursudnhtzion 14.

However, the European Commission decided to takén3p the Court of Justice of the European Comirasibecause it considers that
these new powers of the CNE constitute unjustifesdrictions on the free movement of capital ardftbedom of establishment that infringe
the provisions of the EC Treaty (Articles 56 and #3pectively).

13.2. Equity: Of minority interests
The main changes in this heading as a result n§aetions performed in 2006 and 2005 are explaiedmlv:

* In 2005 there was an addition of EUR 137 millioraagsult of the sale of 5.33% of the investmerindesa Italia, S.p.A. This sale
gave rise to a gain of EUR 24 million, which wasagnized under “Income from Sale of Assets” ind¢basolidated income statement
(see Note 23).

* In 2006 Teverola and Ferrara, among other compasti@ged to be fully consolidated, which gave tsan addition of EUR 23
million to “Equity—Of Minority Interests”.

< In 2006 the balance of “Equity—Of Minority Intergtvas reduced by EUR 90 million as a result ofdbquisition of an additional
investment of 4.28% in Teneguia Gestion Financi@ra, Soc. Com. (“Teneguia”).

In 2004, since 1ASs 32 and 39 were not appliedptieéerence shares amounting to EUR 1,500 milksneéd by the Group were
recorded under this heading in the consolidatedrizal sheet. In 2005 they were classified as ditiabhder Non-Current Liabilities—Bank
Borrowings and Other Financial Liabilities (see &l@6).
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14. Deferred income

The changes in “Deferred Income” in the accompamygionsolidated balance sheet in 2006 and 2005 agefalows:

Millions of Euros
Grants and Fixed

Emission
Charges for Allowances
Connection (Notes 7 and 21 Total
Balance at 31/12/04: 1,53t — 1,53¢
Inclusion/Exclusion of companit 4 — 4
Additions 601 374 975
Amount taken to incom (106) (370) (476)
Translation difference 25 — 25
Other 1) — (1)
Balance at 31/12/05: 2,05¢ 4 2,062
Inclusion/Exclusion of companit 5 5
Additions 516 354 870
Amount taken to incom (109) (356) (465)
Translation difference (6) — (6)
Other (24) _— (24)
Balance at 31/12/06 2,44C 2 2,442

15. Long-term provisions

The detail of “Long-Term Provisions” in the consiated balance sheet at 31 December 2006 and 2@85adfows:

Millions of Euros
31/12/06 31/12/05

Provisions for pensions and similar obligations 808 826
Provisions for labor force restructuring ca 1,994 2,20¢
Other provisions 1,64C 2,062
TOTAL 4,442 5,097

a) Provisions for pensions and similar obligations

The Group’s employees in Spain included under tiaenEwork Agreement dated 25 October 2000 are paatits in the Endesa Group
Employee Pension Plan. Most of the employees faatie in defined contribution plans for retiremant defined benefit plans for disability
and death of serving employees, as coverage farhwthe appropriate insurance policies have beeantalat.

However, there are two large groups of employeta @osed number in that no new employees candleded) who are not included
the general system described above:

1. Electricity employees of the former Endesa: defihedefit pensions for retirement, disability andttie for both present and forn
employees. The predetermined nature of the berefitgtirement and their full coverage eliminatefull any risk relating thereto.
The other benefits are also guaranteed throughianse contracts. Therefore, except as regardscthith df retired employees, the
monitoring required for this system does not diffigmificantly from that required for the mixed ptadescribed above.
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2. Fecsa/Enher/HidroEmporda employees: defined-bepefision plan with annual salary increase ratetti¢tle increase in the CPI.
This plan is treated exactly in the same way asfimeld benefit system.

Also, there are certain benefit obligations to emgpks during their retirement, relating mainly lectricity supplies. These obligations
have not been externalized and are covered byetated in-house provisions.

Outside Spain, there are defined benefit pensitigations, mainly in Brazil, although there arecat®rtain obligation in Chile,
Colombia, Italy and France. The other obligatioressabstantially all defined contribution obligatso

The assumptions used in calculating the actuaaibility in respect of uninsured defined benefitightions at 31 December 2006 and
2005 were as follows:

Spain Other Countries
2006 2005 2006 2005
Discount rate 4.0% 3.6% 4.0%/12.99 4.0% / 12.49
Mortality tables GRM/F 9t GRM/F 9t AT83 - RV84 UP94 / RV8:
Expected rate of return on
plan asset 4.5% 4.0% 10.2%/14.09 10.2%/15.19
Salary increas 2.30% 2.3C% 2.0%/6.3% 2.0% /6.3%

Set forth below is information on the actuariablldies for the defined benefit obligations at B&cember 2006 and 2005 and on the
changes therein in the two years:

Millions of Euros

2006 2005
Beginning actuarial liability 2,015 1,52¢
Finance cost 111 86
Current service cos 13 28
Benefits paid in the peric (110) (76)
Actuarial (gains) losse 6 332
Translation differences (2) 117
Ending actuarial liability 2,031 2,01Z

Of the total ending actuarial liability at 31 Dedagn 2006, 69% related to defined benefit obligagiomSpain (31 December 2005: 69%)
and 21% related to obligations in Brazil (31 Decem®005: 19%).

Royal Decree 1556/2005 which approved the elettriariff for 2006 established that from 1 Janu2@p6 onwards, electricity supplied
to employees of electric utilities would be paid &pplying the general tariffs and access feeariffd. This legislative change represented an
increase in the cost of the existing obligatiosupply power to both present and former employeas@duced price. The increase in the
estimated cost required to cover this obligati@httean increase of EUR 249 million in the actudiadility in 2005, and this amount is
included in “Actuarial (Gains) Losses” in the foogg table.
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The movements in the market value of plan asse28@ and 2005 were as follows:

Millions of Euros

2006 2005
Beginning market value 1,187 1,05t
Expected retur 75 72
Contributions for the ye: 42 35
Payment: (54) (39)
Actuarial losses or gair 30 9
Translation differences (2) 55
Ending market value 1,27¢ 1,187

Of the total market value of the plan assets dd8Gember 2006, 75% related to assets in Spain €8&mber 2005: 76%) and 25%
related to assets in Brazil (31 December 2005: 24%)

The main categories of defined benefit plan asssts, percentage of total assets, in 2006 and\&865as follows:

%

2006 _2005_
Shares 24 20
Fixec-income assel 71 75
Investment property and other 5 5
TOTAL 100 100

The defined benefit plan assets include sharesdé& Group companies amounting to EUR 18 millt@3leDecember 2006 (31
December 2005: EUR 10 million) and transferableoaots receivable from the Group arising from thé&tancing Plans approved by the
Directorate-General of Insurance amounting to EQR @illion at 31 December 2006 (31 December 20Q8RE289 million). The defined
benefit plan assets do not include properties loeraissets used by Endesa.

The expected return on the plan assets was estlitetimg into account the projections relatingtte principal fixed-income and equity
securities markets, and assuming that the varissist@ategories would continue to represent sirpéarentages of the total plan assets as in
the preceding year. The actual return in 2006 wa%5n Spain and 20.9% in the other countries (2d0®% in Spain and 18.9% in the other
countries).

The detail of the balance included in the accompangonsolidated balance sheet as a result ofiffexehce between the actuarial
liability relating to defined benefit obligationadthe market value of the plan assets is as fetlow

Millions of Euros

2006 2005
Actuarial liability 2,031 2,012
Plan asset 1,27¢ 1,187
Difference 753 826

The difference between the value of the actuaahllity and that of the plan assets at 31 Decer2b66b is included under “Long-Term
Provisions—Provisions for Pensions and Similar @dtions”. However, in relation to the difference8atDecember 2006, EUR 808 million
were classified under “Long-Term Provisions—Prasis for Pensions and Similar Obligations” on tladility side of the consolidated
balance sheet and EUR 55 million were recognizettutiTrade and Other Receivables” on the assetdfitlee consolidated balance sheet.
The latter amount relates to the amount by whieim pl
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assets exceeded the actuarial liability under #@msion plan for the employees in Spain, which ée@verable by the Group.

The detail of the balance included in the constdidancome statement in relation to defined bemefitsion obligations is as follows:

Millions of Euros
2006 2005 2004

Current cost 7)) (22) (21)
Finance cost (111) (86) (79)
Expected return on plan assets _ 75 72 53
TOTAL (43) @6 (41

The current cost allocated to the consolidatedrmestatement does not include EUR 6 million in 2G5 and 2004, of the current
cost relating to pre-retired employees which haijously been recognized as a provision under ‘Biaw for Labor Force Restructuring
Costs” and which were transferred during the yegurension obligations.

Based on the best estimate available, the projedsttibutions to defined benefit plans in 20071 aihount to approximately EUR 78
million.

The sensitivity of the value of the actuarial lighifor pensions to interest rate fluctuationsl@D basis points amounts to EUR 274
million in the case of an increase in rates andW&R 328 million in the case of a drop in rates.

Contributions to defined contribution plans areogrtized directly under “Staff Costs” in the condatied income statement. EUR 62
million, EUR 46 millions and EUR 37 million wereaggnized in this connection in 2006, 2005 and 208dgpectively. Also, EUR 38 million,
EUR 42 million and EUR 55 million were contributed2006, 2005 and 2004, respectively, which hadiptesly been included under
“Provisions for Labor Force Restructuring Costs”.

b) Provisions for labor force restructuring costs

The obligations reflected in the consolidated bedasheet in respect of provisions for labour fesstructuring costs arise as a result of
collective or individual agreements with the Graupmployees which provide for the Company’s obiggato supplement the public social
security system benefits in the event of termimatibthe employment relationship as a result chgreement between the parties.

The changes in “Provisions for Labor Force Restntieg Costs” on the liability side of the consolieid balance sheet in 2006 and 2005
were as follows:

Millions of Euros

2006 2005

Beginning balance 2,20¢ 2,238
Period provisions charged to income for the y

Operating expenss 167 109

Financial los 31 208
Amounts used

Payment: (464) (319)
Transfers and other 51 (22)
Ending balance 1,994 2,20¢

F- 77




These liabilities relate substantially in full teetcollective redundancy procedures undertakehdytroup companies in Spain. At 31
December 2006, there were basically three typgsarfedure in progress:

1)

2)

3)

Collective redundancy procedures approved by thedo companies before the corporate restructuririb9.

The employees were entitled, based on the collecédundancy procedure approved at each compaaghtre to a pre-retirement
plan between the ages of 50 and 55, in the perad 1998 to 2005, and an extension until 31 DecerRb@7 was approved.

The total number of employees considered in thisiection is 4,300, of whom 39 are still in the eoypbf the companies, despite
having this right, since they have been retaingti@atequest of the companies.

Voluntary redundancy plan approved in 2000.
The Plan affects employees with at least ten yefservice acknowledged at the group of comparfiestad at 31 December 2005.

Employees aged 50 or more at 31 December 2005éitke@ to adhere to a pre-retirement plan at tje @f 60, of which they may
avail themselves between the ages of 50 and 60idea that there is an agreement between the emeplayd the company
concerned .

For the Plan to apply to employees younger thaat=1 December 2005, the written request of thel@yep and the acceptance
thereof by the company are required.

In February 2006 the Directorate-General of Emplegthmodified the initial Resolution of this Plantbat the terminating effect
thereof for both employees older and younger ttapears of age could arise after 31 December 2005.

The total number of employees considered in thiseotion is 4,517, of whom 1,692 are currently 8itaation of pre-retirement.
New Mining Plans for 2006-2012.

The employees are entitled to adhere to the Plamhgsically reaching 52 years of age or equivale2006-2012, provided that at
that date they have at least three years of seavidesight years in a position with a reducing fioeiht. Employees adhere to the
Plans by mutual agreement between the employeéhantbmpany.

The total number of employees considered in thigeotion is 717, of whom 25 are currently in aaditon of pre-retirement.

The economic conditions applicable to the employdas have availed themselves of these Plans aredligsas follows:

The company will pay the employee, from the dateeahination of his contract and until the firstelan which retirement can be
taken after the unemployment benefits have conamtend and, at the very latest, until the ex-eng#dpn question, reaching
retirement age, vests the right to a terminatiamefiein periodic payments based on his last ansakry payment, which is updatable
on the basis of the annual increase in the CPI.

The unemployment benefits and subsidies receiseded as any other amounts of official benefitsgce-retirement received prior
to the date of definitive retirement, are dedudtech the resulting amounts.

F-78




The conditions applicable to employees who haveyabteached 50 years of age affected by the vatymqtian approved in 2000 consist
of a termination benefit of 45 daysalary per year of service plus an additional arhofid or 2 annual salary payments on the basikeag:
of the employee in question at 31 December 2005.

The assumptions used for the actuarial calculatfahe obligations arising under these collectidundancy procedures are as follows:

2006 2005
Discount rate 4.0% 3.6%
Annual CPI growtt 2.3% 2.3%
Mortality tables GRM/F 9t  GRM/F 9t

Based on the best estimates available, the payrtieattare expected to be made in this connecti@®@¥ will amount to approximately
EUR 293 million.

The sensitivity of the value of the actuarial lighifor labor force restructuring plans to intetreste fluctuations of 100 basis points
amounts to EUR 98 million in the case of an incedasrates and to EUR 107 million in the case df@p in rates.
c) Other provisions

The detail of the balance of “Other Provisions”tha liability side of the accompanying consolidalbedance sheet and of the changes
therein in 2006 and 2005 is as follows:

Millions of Euros
Provisions for

Provisions for

Litigation,
Termination Facility
Benefits, etc. Closure Costs Total
Balance at 31/12/05 1,65C 412 2,062
Period provisions charged to income for the y (2) 20 18
Operating incom: (7 — (7)
Finance cost 26 10 36
Other (income)/expens: (22) 10 (12)
Period provisions charged to r-current assel 2 (12) (20)
Amounts used (262) (7) (269)
Payment: (262) (7) (269)
Translation difference (26) — (26)
Transfers and other (78) (57) (135)
Balance at 31/12/06 1,284 356 1,64C
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Millions of Euros
Provisions for

Provisions for
Litigation,
Termination Facility
Benefits, etc. Closure Costs Total
Balance at 31/12/04 1,32¢ 364 1,69C
Period provisions charged to income for the y 326 24 350
Staff costs 47 — 47
Finance cost 40 14 54
Other expense 239 10 249
Period provisions charged to r-current assetl (2) 22 20
Amounts used (75) 4) (79)
Payment: (75) 4) (79)
Translation difference 102 — 102
Transfers and other (27) _ 6 (21)
Balance at 31/12/05 1,65C 412 2,062

Litigation and arbitration

At the date of preparation of these consolidatedrfcial statements, the main lawsuits or arbitngpieceedings involving the Group
companies were as follows:

In 2002 EdF International (“EdF”) filed a request arbitration at the International Court of Arhtiion of the International Chamber
of Commerce against Endesa Internacional, S.A.s®efPF, S.A. and YPF, S.A. seeking an order ag&indesa Internacional, S.A.
to pay EdF USD 256 million plus interest, and agathe Repsol YPF Group to pay USD 69 million pghterest. Endesa
Internacional, S.A., Repsol YPF, S.A. and YPF, Silad a defense and counterclaim seeking an daddedF to pay Endesa
Internacional USD 58 million and YPF, S.A. USD 14lion. This dispute arose from the sale to thenefeEdF Group of the
investments of YPF, S.A. and Endesa Internacidhd, in the Argentine companies Easa and EdenainB®2006 the arbitration
proceedings continued, all parties having filedrthespective conclusions.

On 15 February 2001, the French subsidiary of Emé®sopa, Snet, executed an agreement with thestvijirof the Treasury of the
Republic of Poland for the acquisition of share&lektrocieplownia Bialystok, S.A., under whichuitdertook, among other
commitments, to make a number of investments inghgible and intangible assets of the aforesaidpamy or of other Polish energy
companies by August 31, 2006. The Ministry of tmeaBury has demanded the payment of EUR 24 mili@iming that certain

investments equal to said amount were not madewdh Snet has rejected both the formal validity i contents of the claim on
various grounds.

There are five court proceedings in progress fatrmpunt of over EUR 2 million against Endesa Dlistcion Eléctrica which could
give rise to the obligation to settle various claifdamages resulting from forest fires in Catalu@ministrative penalty for power ¢

in Barcelona; and a claim regarding the performari@n agreement for the construction of electriacilities in the Canary Islands),
for an aggregate amount of EUR 61 million.

Endesa, S.A. and Endesa Generacion, S.A. brougjbhagainst Gas Natural SDG, S.A. and Gas Natboahercializadora, S.A. for
the formalization of arbitration due to contractbegach of the economic terms stipulated in theeagent for the supply of natural ¢
dated 14 October 1998 detected by the auditor datdd by the parties and due to the latter’s rétossupply to power plants which,
in the opinion of the former, were included in #igreement. In turn, Gas Natural SDG, S.A. and Geardl Comercializadora, S.A.
brought action against Endesa, S.A. and Endesar&sae, S.A. for the formalization of arbitrationtiva view to seeking the
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voidness/resolution/amendment of the agreementaites alteration of conditions in the gas markée two arbitration procedures
are currently in the process of setting up thetabiribunal and, accordingly, are pending thidjlof complaints which specify and
quantify the parties’ specific claims.

A cassation appeal filed by Endesa at the Supreouwet @gainst a judgment of the National Appellates@ adjudging null and void
the Order of 29 October 2002 regulating the cobtsaasition to competition (CTCs) for 2001, handkxvn in appeal for judicial
review 825/2002 filed by Iberdrola, is currentlyifgprocessed. Even if the judgment of the Natidxgdellate Court is upheld, its
enforcement is not expected to have a significaohemic impact on the Company.

The Spanish State Auditing Agency issued an advepsat on certain grants received by Encasur, lytgbould it be confirmed by
the competent instances, would result in a procggbieing brought for repayment of the grants aningrib approximately EUR 37
million.

Until 31 December 1996, Endesa and its subsidiarere taxed for income tax purposes as part o€tresolidated Tax Group of
Sociedad Estatal de Participaciones Industrial8EP1”).

The Spanish Corporation Tax Law provides that corigsgleaving the Consolidated Tax Group are edtitbetake tax credits not used
by the group to the extent that those companiegiboted to the generation of the tax credits. Adaagly, the financial and tax
inspection authorities issued preliminary repastEhdesa, S.A. and Unelco acknowledging the rifjthese companies to take the
investment tax credits that they had generated 882 to 1996 from 1997 onwards.

However, subsequently, as a result of the inspectimducted at SEPI, the financial and tax inspaduthorities took, in the
preliminary report issued to the SEPI Group refatm 1996, all or some of the tax credits generftaad 1992 through 1996 by the
Endesa Group companies. On 14 June 2001 the Sgyonétate for Finance handed down two separatsides declaring the
preliminary reports issued to Endesa and Unelcwhich their right to take the tax credits genedatethe aforementioned years was
acknowledged, to be injurious.

Proceedings for judicial review as a result ofdf@ementioned decisions were brought at the Natidppellate Court, which
dismissed the tax authorities’ claim. The governntanyer has filed a cassation appeal at the Supi@ourt against the decision.

The financial and tax inspection authorities atsued preliminary assessments to Endesa disalldtsinight to take the tax credits
generated from 1992 through 1996. All these assastsnhave been adjudged to be null and void b #gral Economic-
Administrative Tribunal.

Lastly, the National Appellate Court adjudged theliminary assessment issued to SEPI in relatidt®&6, in which the tax credits
were taken, to be null and void. A cassation appgainst the National Appellate Cowsrtlecision has been filed at the Supreme C

The reform of the Local Finances Law amended, @ffedrom 1 January 2003, the air, surface anda@ilibbarge for occupying the
local public domain and included electricity retad as parties liable for paying this charge, degheir not owning the electricity
distribution systems occupying the local public ém However, certain municipal councils are isguiissessments against Endesa
Energia, S.A. for the payment of the charge rejattin2002 and prior years.
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Although contradictory decisions have been hanasehdby the various High Courts regarding the agfiility of the aforementioned
assessments, the Supreme Court handed down aéicigion on the dispute, ruling that electricittaiters are liable for paying this
charge. The lawsuits total EUR 6 million, althoubh maximum contingency in this respect amounBSU& 13 million.

The financial and tax inspection authorities cortegleheir inspection of the income tax returnshef Consolidated Tax Group for
1998 through 2001, which resulted in a deficientigldR 66 million and interest of EUR 17 million f&©98, 2000 and 2001, and a
tax refund of EUR 17 million for 1999.

The main item adjusted, which has been challengdéolesa, S.A., is the taking of investment and ekiio double taxation tax
credits generated between 1993 and 1996, contlgtét tax authorities based on their understanttiagthey had been taken by the
SEPI Group.

ENDESA'’s Brazilian subsidiary Ampla Energia e Seinas, S.A. (“Ampla”) won a claim filed against tBeazilian government
arguing that Ampla did not have to pay contribusidor the financing of the social security systé@ofins”). This tax is levied on
revenue from sales of electricity. The Court uphbklprevious judgment and declared it final. I87Z$¢he Brazilian government filed
an “Acao Resciséria,” a special proceeding foreewng final judgments. The disputed amount is apipnately EUR 195 million.

Also, in 2005 the Brazilian tax authorities notifi@mpla of a tax assessment for EUR 187 millionckitias been appealed. The
authorities consider that the special tax reginmeleu which interest received by subscribers ofxa@d@Rate Notes issue made by
Ampla in 1998 is exempt from tax in Brazil, is ragplicable .

Ampla is involved in many other tax lawsuits forieais taxes and items which together amount toapmately EUR 150 million.

In 2006 the Brazilian tax authorities questioneal tériff classification and the tax rate under vahindesa Fortaleza was taxed on the
importation of certain items. The contingency, whicvolves assets subjects to the tax on importaiod to the tax on industrialized
projects, amounts to approximately EUR 41 millidhe procedure is currently being disputed at firstance in the administrative
jurisdiction.

Public Emergency and Regime Reform Law 25561, exdday the Argentine authorities on 6 January 26&2jered void certain
terms of the concession agreement of the subsididegur. Law 25561 also required public serviceeession agreements to be
renegotiated within a reasonable period of timerier to bring them into line with the new situatio

The failure to renegotiate the agreement promgtedhilean corporate shareholders of Edesur, sabsisl of Endesa, to file a requ
for arbitration in 2004 pursuant to the Treaty lba Promotion and Protection of Chilean and Argexaininvestments with the
International Center for the Settlement of Investhi@isputes (“ICSID”).The arbitration to defend the lawful rights of gteareholder
of Edesur was being held in abeyance at the dateepfaration of these consolidated financial statés1 On 15 February 2006, the
parties involved in the arbitration signed an agreet which was finally approved by the Argentinglipanent and ratified by the
Argentine government. The agreement stipulatesettmes and conditions on which Edesur will be ablpursue its electricity
distribution activities in the future .

In October 1997 the Chilean Superintendent’s Offit8ecurities and Insurance (Superintendenciaaler¥s y Seguros or SVS)
imposed a fine on Elesur S.A., at the time whoikned by Endesa Internacional, S.A. (today owneé&mgrsis S.A. and merged with
Chilectra S.A.) equal to
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UF 100,000 (USD 3,500,000) for the presumed ugheinsider information set forth in Clause Sixtod Strategic Alliance executed
with Enersis in August 1997.

Elesur filed a complaint against the fine and inv&lmber 2000 a judgment was handed down at firsimee, accepting the complaint
and rendering the fine null and void. The SVS filedappeal and on 6 June 2006 the Court of Appé@antiago revoked the first
instance judgment and, consequently, upheld thee Etesur has filed cassation appeals on form anderit at the Supreme Court
which are to be conducted and resolved by the Sup@ourt in April or May 2007.

Should the Supreme Court reject the appeals andldigie fine imposed by the SVS, we estimate thetidjusted amount payable
would be approximately USD 10,000,000.

* On 4 April 2006, Madrid Commercial Court numbere3alved, at the request of Endesa, to grant injscelief on the takeover bid
submitted by Gas Natural SDG, S.A. for all the shezapital of Endesa, as well as on the effectivenéthe agreement between the
former and Iberdrola, S.A. In an order dated 1udan2007, the Madrid Provincial Appellate Courtréttied the appeal filed by Gas
Natural and lifted the injunctive relief granted kadrid Commercial Court number 3. In accordandh Wie Civil Procedure Law,
Endesa provided a bond for any damage or loscthdd be occasioned to the companies affectedéyetief. The bond amounts to
EUR 1,000 million, although it should be noted theither the bond nor its amount determine or intpéyexistence or amount of the
possible liability that might arise from these msses.

* In an order dated 28 April 2006 the Supreme Coramigd injunctive relief on the agreement of then@ul of Ministers dated 3
February 2006 approving, on certain conditions cibvecentration resulting from the takeover bid es®latural for all the share
capital of Endesa. On 17 November 2006, Endega diteapplication for the amendment and, seconddiftipg of the injunctive
relief and, in an order dated 15 January 2007Stimreme Court decided to lift the relief. At theegpriate time Endesa submitted an
extension of the bond provided to Madrid Commer€ialirt number 3 for any damage or loss which cbeldccasioned to the
companies affected by the relief, although it stidaé noted that neither the bond nor its amourgrdene or imply the existence or
amount of the possible liability that might ariserh these processes.

The Board of Directors consider that the provisimtognized in the accompanying consolidated balaheet cover adequately the ri
relating to litigation, arbitration proceedings astfier transactions described in this Note andyraliegly, they do not expect any liabilities
additional to those recognized to arise.

In view of the nature of the risks covered by thes®isions, it is not possible to determine a oeable schedule for the related
payments, if any.

16. Bank borrowings and other financial liabiliéis

The detail of the non-current and current “Bankmaings and Other Financial Liabilities” at 31 Deadger 2006 and 2005 is as follows:

Millions of Euros

31/12/06 31/12/05
Current Non-Current Current Non-Current
Preference shares — 1,43C — 1,41¢€
Debt instruments and other liabiliti 75 10,837 1,304 10,73t
Bank borrowings 491 7,457 961 5,592
Other financial liabilities 63 763 185 841
Total bank borrowings and other financial liabiliti es 629 20,48 2,45C 18,587
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The detail, by currency and maturity, of the Graufihancial liabilities is as follows:

Millions of Euros

Balance Current Non-Current Maturity Total

at Maturity Subsequent Non-
31/12/06 2007 2008 2009 2010 2011 Years Current
Euro 15,64¢ 156 1,244 2,421 563 5,74C 5,524 15,49
US dollar 2,88¢ 127 650 446 152 133 1,37¢ 2,75¢
Chilean peso/Ul 446 0 1 1 109 3 332 446
Brazilian real 792 41 156 100 309 89 97 751
Other 1,344 305 133 225 49 152 480 1,03¢
TOTAL 21,11¢ 629 2,184 3,19¢ 1,182 6,117 7,811 20,48

Millions of Euros

Balance Current Non-Current Maturity Total

at Maturity Subsequent Non-
31/12/05 2006 2007 2008 2009 2010 Years Current
Euro 13,48¢ 1,192 716 320 1,947 5,227 4,082 12,292
US dollar 4,45¢ 549 208 582 970 256 1,89¢ 3,90¢
Chilean peso/Ul 715 209 3 3 5 131 364 506
Brazilian real 687 200 72 158 61 94 102 487
Other 1,69¢ 300 83 124 165 64 957 1,39¢
TOTAL 21,037 2,45C 1,08z 1,187 3,14 5,77z 7,39¢€ 18,587

The detail, by currency, of these liabilities, takinto account the effect of derivatives on th&ssification, is as follows:

Millions of Euros

31/12/06 31/12/05
Euro 15,647 15,03¢
US dollar 2,40¢ 3,044
Chilean pes: 1,082 1,39¢
Brazilian real 867 640
Other 1,111 921
TOTAL 21,11¢ 21,037

In 2006 and 2005 the financial liabilities bore age interest at 5.45% and 5.46%, respectively.

Preference share:

In March 2003 Endesa Capital Finance LLC carriedaouissue of preference shares totaling EUR 1p5ilibn with the following
features:

» Dividend: variable tied to three-month Euribottwa minimum APR of 4% and a maximum APR of 7%hie first ten years, and
tied to Euribor plus an APR of 3.75% from the elgbeyear onwards. The dividend will be payable tprér.

* Term: perpetual, although the issuer may retiesshares early from the tenth year onwards far plae value.
e Guarantee: subordinated guarantee from Endesa, S.

* Return: the payment of dividends will be prefdresd non-cumulative and conditional on the obt&nihof a consolidated profit or
on the payment of dividends on the common shar&nhdésa, S.A.
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In 2004 these shares were classified under Equitf/Mi@ority Interests because IASs 32 and 39 wereapplied.

Hedging deb

Of the Group’s debt in US dollars, at 31 Decemt3f62 EUR 1,973 million relate to future cash floedges on the Group’s income
from operations in Latin America tied to the USldb(31 December 2005: EUR 2,187 million) (see N&a).

The changes in 2006 and 2005 in “Equity—Asset aathility Revaluation Reserves” as a result of exgjeadifferences on this debt
were as follows:

Millions of Euros

2006 2005
Balance of asset and liability revaluation reserveat beginning of year 110 57
Exchange differences recognized in eq (26) 57
Allocation of exchange differences to inco (13) (5)
Other — 1
Balance of asset and liability revaluation reserveat end of year 71 110

Other matters

At 31 December 2006 and 2005, the Group comparidsihdrawn credit facilities totaling EUR 6,450lioih and EUR 4,587 million,
respectively. These facilities are securing thaaeicing of the short-term debt presented unden“Barrent Liabilities—"Bank Borrowings
and Other Financial Liabilities” in the accompanyitonsolidated balance sheet (see Note 3-n). Tleiainof these credit facilities, together
with the current assets, sufficiently covers theuprs short-term payment obligations.

Certain Group companies’ financial liabilities caintthe covenants that are habitual in contractkisfnature.

Endesa, S.A., International Endesa, B.V. and En@egatal, S.A., which represent almost all the detihird parties of the Group
companies in Spain, do not have in their finandagtracts any stipulations involving financial catithat could lead to breach of contract and
give rise to the early termination of the contracts

As regards clauses relating to credit rating, ab8tember 2006, Endesa S.A. had arranged finatnaredactions amounting to EUR 771
million (31 December 2005: EUR 899 million) thatght require additional guarantees or renegotiatiche event of a drop in the credit
rating.

Most of the contracts governing indebtedness tal {harties of the companies consolidated with Eade®newable energies subsidiary,
ECyR, and of certain Latin American subsidiariedude standard project finance clauses relatirtheachievement of certain financial
ratios. Also, they require that all the assetsgaesi to the projects be pledged to the creditdrs.dutstanding balance of the debt to third
parties that includes clauses of this nature ansolitt EUR 434 million at 31 December 2006 (31 Ddwem2005: EUR 405 million).

The contracts governing a portion of the finankdilities of Enersis and Endesa Chile contairssrdefault clauses in relation to some
of their subsidiaries whereby if one of the sulzmidis were to default, under certain circumstanmests payment obligations or other
commitments, for amounts that individually amountXSD 30 million, this situation could lead to th&rly maturity of a significant part of t
debt of Enersis and Endesa Chile. The contractergowy the debt of Endesa, S.A., International Ead2.V. and Endesa Capital, S.A. do not
include any cross default clauses in relation édébt of the Enersis Group and Endesa Italia.
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At 31 December 2006 and 2005, neither Endesa,rany of its major subsidiaries were failing torply with their financial or other
obligations in such a way as might give rise toghdy maturity of their financial liabilities.

Endesa and its subsidiaries have loans or othendial agreements with banks repayment of whictdcle brought forward if E.On
acquired control over Endesa as a result of itsda&r bid for Endesa shares. Bank loans totallppgaimately USD 176 million would
become repayable early if there were a changerdfa@aat Endesa, and a further EUR 493 million efidatives could mature early if, as a
result of a change of control, Endesa’s credihtptvere downgraded significantly.

The Board of Directors consider that the existasfdbese clauses will not change the current/naneat classification in the
accompanying consolidated balance sheet.

The fair value of the Group’s gross financial liglds at 31 December 2006 and 2005 was EUR 21n&8ibn and EUR 21,589 million,
respectively.
17. Risk management policy

The Endesa Group is exposed to certain risks wihitlanages by applying risk identification, measweat, concentration limitation and
oversight systems.

The main principles defined by the Endesa Groupnadstablishing its policy for the management ofghiacipal risks, which did not
change significantly in 2006 and 2005, are as V¥aito

« Comply with the principles of good corporate gowarce.
« Comply strictly with all Endesa’s rules.
« Each business and corporate area defines:

i. The markets and product lines in which it can ofgeoa the basis of having sufficient know-how aagdabilities to ensure
effective risk management.

ii.  Criteria concerning counterparties.
iii. The authorised operators.

The businesses and corporate areas establishdoinggrket in which they operate the level of ris&ttthey are prepared to assume
a basis that is consistent with the strategy ddfine

The limits of the businesses and corporate areaamroved by their respective Risk Committeestoould they not have one, by the
Endesa Risk Committee.

All the businesses and corporate areas must cotitkictousiness within the limits approved in eaabke.

The businesses, corporate areas, lines of busamelssompanies establish the risk management cemtrquired to ensure that the
transactions are performed in the markets in acgwel with the policies, principles and procedufesnulesa.

Interest rate risk

Interest rate fluctuations change the fair valuassfets and liabilities that bear a fixed interatg and the future flows from assets and
liabilities bearing interest at a floating rate.

The objective of interest rate risk managemera schieve a balanced debt structure that makesdilple to minimize the cost of the
debt over several years with reduced income statewudatility.
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Based on the Endesa Group’s estimates and debtwstuargets, hedging transactions are carrietbypatranging derivatives that
mitigate these risks.

The detail of the interest rate risk structuretidgishing between risk tied to fixed and protedteterest rates and risk tied to floating
interest rates and taking into account the derreatarranged, is as follows:

Net Position
31/12/06 31/12/05
(Millions of Euros)

Fixed or protected interest re 12,954 16,251
Floating interest rate 6,88€ 2,03C
TOTAL 19,84( 18,281

The reference interest rates for the borrowingarayed by the Endesa Group companies are mainlpdiuaind US dollar Libor. In the
case of the Latin American currencies, the borrgwiare generally tied to the local indexes custdynased in the banking industry.

Foreign exchange ris
The foreign exchange risk relates mainly to thiofeing transactions:
< Debt denominated in foreign currencies arrangethbyGroup companies and associates.
< Payments to be made in international markets ierai@ purchase fuel stocks.
e Income in Latin America tied to the performancetaf US dollar.

In addition, the new assets relating to net invesitisiin foreign operations whose functional curyeesaot the euro are exposed to
foreign exchange risk in the translation of thefinial statements of these foreign operations osal@ation.

In order to mitigate the foreign exchange risk, Bmelesa Group arranged currency swaps and intatestedges. The Group also
attempts to achieve a balance between the cagittolls and payments relating to its assets ahilities denominated in foreign currencies.

Commaodity price risk
The Endesa Group is exposed to the risk of fluginatin commaodity prices, largely through:
» Purchases of fuel stocks in the electricity genengbrocess.
« Power purchase and sale transactions made in dgraestinternational markets.

Exposure to this risk is managed at long term thihatne diversification of contracts, managemerihefprocurements portfolio by tying
it to indexes that perform in a similar or compdaealay to end electricity prices (generation) dlisg prices (retailing), and through
contractual periodic renegotiation clauses, thedimhich is to maintain the economic equilibriufnpoocurements.

At short and medium term fluctuations in the prioéprocurements are managed through specific hgdgansactions, generally using
derivatives.

Liquidity risk
The Group’s liquidity policy consists of the arramgent of committed long-term credit facilities andrent financial assets for an

amount sufficient to cater for the projected nefleds: given period based on the status and expecsadf the debt and capital markets.
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Credit risk

The Group is not exposed to significant credit,riskce the average period for making collectionefcustomers is very short, a
significant portion of the loans are granted to Exy@es and related companies, and cash placementsaale and derivatives are arranged
with highly solvent entities.

Cash placements are made and derivatives are addygendesa with entities with high credit ratiagsl there is no high risk
concentration with any single counterparty. At émel of 2005 and 2006, and taking as the base maatkeds:

< More than 90% of the transactions were being peréal with entities with a credit rating of A- or higr, or an equivalent internal
rating calculated in accordance with best markattices.

* No one counterparty accounted for more than 20%efotal credit risk.

The credit risk associated with the commoditie$uided within the scope of IAS 39 is also limitecchese the counterparties with which
Endesa trades are highly prestigious top-level Bpaand international entities. At the end of 2608 2006, and taking as the base market
values:

« More than 80% of the transactions were being peréal with entities with a credit rating of A- or higr, or an equivalent internal
rating calculated in accordance with best markattires.

* No one counterparty accounted for more than 20%efotal credit risk relating to financial instrents.
Endesa takes certain additional precautions, imetuad
< An analysis of the risk associated with each capatty when there is no external credit rating.

e Guarantees are requested when deemed appropriate.

Risk measureme

The Endesa Group measures the Value at Risk délisand derivative positions in order to guaratheéthe risk assumed by the
Company remains consistent with the risk exposafmed by management, thereby reducing the vdiatli the consolidated income
statement.

The portfolio of positions included for the purpadehe current Value at Risk calculations is magdeof:
» Debt and financial derivatives.

* Energy derivatives.

The Value at Risk calculated represents the passdiitline in value of the portfolio of positionssdebed above in a time period of one
day with a confidence level of 95%. For this pumas study has been performed of the volatilitthefrisk variables that affect the value of
the portfolio of positions, including:

» Euribor.

» US dollar Libor.

* In the case of borrowings in Latin American curiescthe local indexes customarily used in the banindustry.
» The exchange rates of the various currencies ieduwl the calculation.

« Commodity prices (electricity, fuel, CO ).
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The calculation of the Value at Risk is based @ngéneration of possible future scenarios (oneati@ad) of the spot and forward ma
values of the risk variables using Monte Carlo rodtilogies. The number of scenarios generated enfulfdéiment of the convergence
criteria of the simulation. For the simulation bé&tfuture price scenarios the matrix of volatitend correlations among the various risk
variables calculated on the basis of the historeabrd of logarithmic price returns was used.

Once the price scenarios have been generatediithefue of the portfolio is calculated with eaatthe scenarios, obtaining a
distribution of possible one-day values. One-daju¥at Risk with a confidence level of 95% is ctdted as the percentile of 5% of the
possible increases in the fair value of the padfat one day. This format coincides with that withich the Value at Risk of energy trading
portfolios is reported.

The various debt and derivative positions incluthethe calculation were measured on a basis cemigtith the methodology used to
calculate the Capital at Risk reported to managémen

Taking into account the aforementioned assumptitresy/alue at Risk of the positions discussed altweken down by business and
type of position is as follows:

Millions of Euros

31 December 200 31 December 200!
Spain and Rest of Latin Spain and Rest of Latin
Portugal Europe(*) America Total Portugal Europe(*) America Total
Financial positions 65 1 33 54 112 4 28 132
Energy derivatives — 37 NA 37 1 44 NA _45
TOTAL 65 38 33 91 113 48 28 177

(*) Inthe case of the rest of Europe, a large propouif the energy derivatives arranged are elettrzles in Italy to the Sole Buyer,
structured as financial transactions. The aforeioeatl Value at Risk in no way reflects the varidpibf the expected results, since as
mostly hedging derivatives are involved, the repdWaR is largely offset by opposite positionsha physical assets hedged, which are
not included in the calculation.

The Value at Risk positions changed in 2006 orbdms of the maturity/arrangement of transacti@iha year progressed.

18. Derivative financial instruments

Endesa, applying the risk management policy desdrdbove, uses mainly interest rate, foreign exghamd commodity price hedging
derivatives.

The Company classifies its hedges into three caego
» Cash flow hedges: which hedge the cash flows oméakged underlying.
» Fair value hedges: which hedge the fair value eftttdged underlying.

« Other hedges: hedges which, because they do ndttheeequirements established by IFRSs, canndebignated as cash flow or
fair value hedges.

The Group has not arranged any hedges of net mees$ in foreign operations.
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The detail of the balances at 31 December 200&26608 reflecting the valuation of the derivativedintial instruments at those dates is
as follows:

Millions of Euros

31/12/06 31/12/05
Assets Liabilities Assets Liabilities
Interest rate hedges 275 51 254 183
Foreign exchange hedg 2 383 26 309
Commaodity price hedge 16 31 23 42
Derivatives not designated as hedging instruments _68 37 _74 _85
TOTAL 361 502 377 IS

The detail, by maturity, of the notional and/or tractual amounts of the derivatives outstandinth@tGroup and of their fair value at 31
December 2006 and 2005 is as follows:

31/12/06
Millions of Euros
Notional Amount

Subsequent
Derivatives Fair Value 2007 2008 2009 2010 2011 Years Total
Interest rate hedges:
Cash flow hedge 33 478 402 243 109 211 4,85C 6,29¢
Swaps 28 392 203 126 79 111 3,35C 4,261
Options 5 48 108 33 — 100 1,50C 1,78¢
Other — 38 91 84 30 — — 243
Fair value hedge 190 30 — 305 50 — 758 1,142
Swaps 190 30 — 305 50 — 758 1,143
Foreign exchange hedges:
Cash flow hedge (332 57 234 — — 36 1,633 1,96C
Swaps (332) 38 223 — — 36 1,632 1,93C
Futures — 19 11 — — — — 30
Fair value hedge (49) 9 8 326 6 6 27 382
Swaps (49) 9 8 326 6 6 27 382
Commaodity price hedges:
Cash flow hedge (15 1,317 96 66 51 24 45 1,59¢
Foreign exchange hedge (16) 728 55 27 41 14 41 906
Futures (20) 377 47 27 41 14 41 547
Other (6) 351 8 — — — — 359
Fuel 1) 394 41 39 10 10 4 498
Swaps 1) 188 — — — — — 188
Other — 206 41 39 10 10 4 310
Electricity 2 195 — — — — — 195
Swaps 3 17 — — — — — 17
Other (1) 178 — — — — — 178
Other derivatives:
Interest rate 25 238 33 1556 92 100 68 2,087
Swaps 25 238 33 1556 92 100 68 2,087
Foreign exchang 5 589 48 27 40 13 38 755
Swaps (2) 1 1 — — — — 2
Options (2) 165 — — — — — 165
Futures 8 423 47 27 40 13 38 588
Commaodity price — 683 9 2 — — — 694
Swaps (2) 288 9 1 — — — 298
Other 1 395 — 1 — — — 396
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31/12/05
Millions of Euros
Notional Amount

Subsequent
Derivatives Fair Value 2006 2007 2008 2009 2010 Years Total
Interest rate hedges:

Cash flow hedge 172 728 382 315 528 202 5,03z  7,18¢
Swaps (175) 626 335 207 445 169 3,43z  5,21F
Options 3 2 14 — —  — 1,60C 1,61€
Other — 100 33 108 83 33 — 357

Fair value hedge 243 958 67 174 550 140 77  1,96€
Swaps 243 958 67 174 550 140 77  1,96€

Foreign exchange hedge:

Cash flow hedge (269) 200 41 131 321 3 1,58¢ 2,28t
Swaps (268) 200 38 129 319 — 1,58¢ 2,27%
Other 1) — 3 2 2 3 — 10

Fair value hedge (15) 49 — — — — 22 71
Swaps (15) 49 — — —- - 22 71

Commaodity price hedges:

Cash flow hedge a7y 1,511 22 — — — — 1,53¢
Swaps — 31 — — —_ - — 31
Futures 2) 168 15 — — — — 183
Other (15) 1,31z 7 — — - — 1,31¢

Other derivatives:

Interest rate 28 311 235 30 1,708 — 150 2,431
Swaps 28 240 235 30 1,708 — 150 2,36C
Other — 71 — — —_ - — 71

Foreign exchang (40) 85 9 1 — — — 95
Swaps (40) 85 9 1 — — — 95

Fuel — — 3 — —_- = — 3

Electricity 1 222 — — —_- - — 222

The notional contractual amounts of the contrantsred into do not reflect the actual risk assulmethe Group, since these amounts
only constitute the basis on which the derivatietlement calculations were made.

19. Trade and other payables
The detail of “Trade and Other Payables” at 31 Drdmr 2006 and 2005 is as follows:

Millions of Euros
31/12/06 31/12/05

Trade payables 4,765 5,683
Tax liabilities 957 984
Income tax 600 460
Other taxe: 357 524
Other payables 1,79€ 1,291
TOTAL 7,51€ 7,95¢

The average supplier payment periods were 72 ¢a806 and 73 days in 2005 and, therefore, thevédire of trade and other payables
approximates their carrying amount.
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20. Tax matters

Endesa, S.A. heads a Group that files consolidadgbration tax returns in Spain. The Consoliddtad Group includes Endesa, S.A.,
as the Parent, and, as subsidiaries, the Spanispatcoes that meet the requirements provided f@pianish legislation regulating the taxation
of the consolidated profits of corporate groups3AtDecember 2006, the Consolidated Tax Group ciseghi79 companies
(31 December 2005: 58 companies), of which the migsiificant were Endesa, S.A., Endesa Generai#ha, Gas y Electricidad
Generacion, S.A.U. (“Gesa Generacién”), Union Eléatde Canarias Generacion (“Unelco Generacidfriflesa Red, S.A., Endesa
Distribucién Eléctrica, S.L., Endesa Operacion&ewicios Comerciales, S.L., Endesa Energia, £#desa Europa, S.A., Endesa
Internacional S.A., Endesa Participadas, S.A. amdeEa Financiacion Filiales, S.A.

The Group’s other subsidiaries file individual t@turns in accordance with the tax legislationarcé in each country.

Set forth below are the reconciliation of the ineotax resulting from the application of the stanlda rate in force in Spain to the pr
before tax to the income tax expense recognizéideironsolidated income statement and the recatioiti of this expense to the net income
tax payable for 2006, 2005 and 2004:

Millions of Euros
2006 2005 2004

Consolidated profit before tax 4,805 4,547 2,013

Permanent difference (53) (713) (339
Adjusted profit 4,75z 3,834 1,67%

Tax rate 35% 35% 35%
Adjusted profit multiplied by tax rat 1,66z 1,34z 586
Effect of applying different tax rate (155 (101) (61)
Tax credits taken to profit or lo: (245) (451) (173
Current income tax expense in the consolidatedniecstatemer 1,265 790 352
Tax recognized directly in equi 40 (114) 30
Total current income tax exper 1,30z 676 382
Changes in deferred tax (666) (158) (237)
Net income tax payab 637 518 145

The income tax expense recognized in the conselidatome statement for 2006 amounted to EUR 1n@i0ibn. This amount includes
the current income tax expense amounting to EUBR3Lidillion shown in the foregoing table, which wasluced by EUR 256 million due to
items that do not correspond to the current taxergp for the year. This amount relates mainly écctiange in deferred taxes due to the
recognition of tax credits totaling EUR 170 millioecoverable at the Group’s Latin American compaaie a result of corporate
reorganization transactions, to the decision takR&2006 by Endesa Italia to chose to apply theooptd increase the tax base of its assets
permitted under Italian legislation in its inconag return for 2005, which made it possible to reipg income of EUR 148 million, to the
adverse effect of the change in tax rate in Spaiowating to EUR 137 million and to the reversapajvisions totaling EUR 75 million due
mainly to the favorable outcome of certain lawsaitsl tax contingencies (see Note 3-i).
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The deferred taxes arose in 2006 and 2005 as k oéslie following:

The changes in 2006 and 2005 in “Deferred Tax A8satd “Deferred Tax Liabilities” in the consolidat balance sheets were are as

follows:

Millions of Euros

Deferred Tax Assets 2006 2005

Depreciation and amortization charge 161 250
Provisions for pensions and collective redundamogedure: 1,24& 1,48¢€
Other provision: 360 491
Tax losse! 326 178
Tax credit carryforward 42 229
Asset revaluation for tax purposes in It 197 197
Other 333 629
TOTAL 2,664 3,46(

Millions of Euros

Deferred Tax Liabilities 2006 2005

Accelerated depreciation of assets for tax purposes 1,11¢ 1,318
Other 536 539
TOTAL 1,651 1,852

Millions of Euros

Deferred Tax Assets Deferred Tax Liabilities

2006 2005 2006 2005
Beginning balance 3,46C 3,35€ 1,852 1,721
Inclusion/Exclusion of companit — (12) — 2
Additions 1,212 1,721 209 255
Disposals (1,803) (1,739%) (461) (257)
Translation difference (24) 89 (52) 119
Other (182) 38 102 12
Ending balance 2,664 3,46C 1,651 1,852

The recovery of the deferred tax assets depentiseoobtainment of sufficient taxable profits in faéure. The Board of Directors
consider that the projected taxable profits ofwhBous Group companies amply cover the amountsined|to recover these assets.

The detail at 31 December 2006 and 2005 of the gaars’ tax losses available for offset againsiri profits and the last years for

offset are as follows:

Millions of Euros

Year 31/12/200€
2007 256
2008 1
2009 5
Subsequent yea 1,761

Millions of Euros

Year 31/12/200¢
2006 1
2007 334
2008 6
Subsequent yea 1,817
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The Endesa Group has not recognized the deferxed talating to undistributed profits of subsidéarbecause the control that it
exercises over them enables it to decide on thiagimf the reversal thereof and, accordingly, thdsferred taxes will probably not reverse in
the near future. At 31 December 2006 and 2005tatia amount of these temporary differences waswaitrial.

The Group companies in Spain have all years sif68 dpen for review by the tax authorities for thain taxes to which they are
subject, except for income tax, for which all yesirece 2002 are open for review. For the Group @oigs in the rest of Europe and Latin
America, the open years are, in general, the iastyears in Argentina, Brazil, Italy and Portugahd the last four years in Chile and France.

In view of the varying interpretations that canrbade of the applicable tax legislation, the outcafne tax audits of the open years
that could be conducted by the tax authoritiehiéfuture could give rise to tax liabilities whichnnot be objectively quantified at the present
time. However, the Board of Directors consider thatliabilities that could arise in this connentiwould not have a material effect on the
Group'’s future earnings.

21. Revenue
a) Sales

The detail of “Sales” in the consolidated inconaesnents for 2006, 2005 and 2004 is as follows:

Millions of Euros

2006 2005 2004

Power sales 17,74¢ 15,84¢ 12,001
Services 1,88¢ 1,662 1,50¢
TOTAL 19,637 17,50¢ 13,50¢

b) Other operating income

The detail of the other operating income in 20@®)3and 2004 is as follows:

Millions of Euros
2006 2005 2004

CO: emission allowances (Note 14) 362 370 —
Grants related to incor 19 23 24
Grants related to assets transferred to incomthéyeal 109 106 46
Other current operating income 453 222 86
TOTAL 943 721 156
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22. Financial loss

The detail of “Financial Loss” in the accompanytansolidated income statements is as follows:

Millions of Euros

2006 2005 2004
Finance income 338 224 213
Cash and cash equivalel 101 81 64
Income from financial asse 168 104 100
Other finance incom 69 39 49
Finance costs (2,307 (1,481) (1,300
Debt (1,073 (1,04€) (1,072)
Provisions (202 (277) (153)
Measurement of derivative 34 (23) —
Other finance cosi (166) (135) (75)
Exchange difference 30 5 (60)
Gains 137 243 127
Losses (107) (238) (187)
Financial loss (9390 (1,252) (1,149

The financial loss for 2004 does not include a cb&UR 60 million relating to the preference slsabecause they were recognized in
2004 under Equity—Of Minority Interests in the colidated balance sheet since IASs 32 and 39 wdrapmied in that year (see Notes 13.2
and 16).

23. Income from asset disposals

The detail of “Income from Asset Disposals” in tecompanying consolidated income statements igllasvk:

Millions of Euros
2006 2005 2004

Equity investments: —

Auna 196 1,273 —
NQF Gas 27 — —
Musini 5 — —
Sechilienn-Sidec — 48 —
Endesa ltalia S.p.# — 24 —
Nueva Nuinsa S.| — 16 —
Lydec Lyonnaise des Eaux Casabla — 12 —
Cepm — 7 —
Smartcom Pc — 3) —
Agbar — — 102
Senda Ambiental. S./ — — 14
Netco Redes, S./ — — 8
Enditel — — 4)
Land in Palma de Mallorca (Notes 6 anc 185 — —
Real estate and other assets, net 19 109 75
TOTAL 432 1,486 195
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24. Segment reporting
Basis of segmentation

In carrying on its business activities, the Grougp‘'ganization is articulated on the basis of givimigrity to its core business, consisting
of the generation, transmission, distribution agtaditing of electricity, gas and the provision efated services, and establishes three major
lines of business, each based on a geographical are

* Spain and Portugal, which are managed as an inéegnaarket.
* Rest of Europe.

« Latin America.

Although within each geographical segment the Grusiders there to be a single vertically integptactivity, for the purpose of
endowing the segments in Spain and Portugal arid Baterica with greater transparency, Generatiah Ristribution are treated as
secondary segments, and the retailing activity@ates therewith is included in each of them. la tiase of the rest of Europe, the Group
has a presence in the Generation activity andanetailing activity associated therewith.

Since the corporate organization of the Group ladlgicoincides with that of the businesses andeffoee, of the segments, the basis of
allocation established in the segment reportinggarted below is based on the financial informatibthe companies making up each
segment.

Also, in 2005 the Group had a fourth line of buskealled “Other Businesses” which included alneastusively the equity investments
in companies in the telecommunications industmyaait all of which were sold in 2005.

In the segment information presented below, tharizs relating to “Other Businesses” were allocatadng the three geographical
segments, as appropriate. When the geographicalesgg were broken down into the secondary segniseyswvere included in “Corporate
Activities and Adjustments”.
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REVENUE
Sales
Other operating incom
PROCUREMENTS AND SERVICES
Power purchase
Cost of fuel consume
Transmission expens
Other variable procurements and servi
CONTRIBUTION MARGIN
Work on nol-current asset
Staff costs
Other fixed operating expens
GROSS PROFIT FROM OPERATIONS
Depreciation and amortization charge
PROFIT FROM OPERATIONS
FINANCIAL LOSS
Net finance cost
Exchange difference
Result of companies accounted for using
equity methoc
Income from other investmer
Income from asset dispos:
PROFIT BEFORE TAX
Income tax
PROFIT FOR THE YEAR
PARENT
Minority Interests

Millions of Euros

2006 2005 2004

Spain and Restof Latin Spain and Restof Latin Spain and Restof Latin
Portugal Europe America Total Portugal Europe America Total Portugal Europe America Total
10,09C 4,411 6,07¢ 20,58( 9,277 3,72C 5,232 18,22¢ 6,732 2,57€ 4,357 13,66¢
9,52C  4,19C 5,927 19,6317 8,761  3,59¢ 5,14¢ 17,50¢ 6,655 2,557 4,297 13,50¢
570 221 152 943 516 122 83 721 77 19 60 156
(4,231) (2,945)  (2,97C) (10,14¢€) (4,072) (2,497) (2,534) (9,103 (2,36S) (1,74€) (2,177) (6,292)
(995) (1,21¢) (1,729 (3,943 (875) (1,087) (1,40%) (3,367) (434) (862) (1,06C) (2,35€)
(2,143) (1,447) (407) (3,997 (2,057) (1,189 (332) (3,578 (1,547 (817) (360) (2,724)
(365) (20) (363) (738) (273) (20) (368) (651) (189) (31) (300) (520)
(728) (269) (471) (1,469 (867) (211) (429) (1,507) (199) (36) (457) (692)
5,85¢ 1,46€ 3,10¢ 10,43¢ 5,20E 1,225 2,69¢ 9,126 4,362 830 2,18C 7,372
162 4 28 194 139 9 22 170 133 10 18 161
(1,062) (149 (397) (1,609) (2,04¢) (161) (337) (1,547) (993) (115) (285) (1,39%)
(1,124) (205) (552) (1,881) (1,040) (184) (505) (1,729) (1,03¢) (190) (391) (1,620)
3,83¢ 1,11¢€ 2,188 7,13¢ 3,255 887 1,87¢ 6,02C 2,464 535 1,522 4,521
(1,130) (270) (500) (1,90C) (1,00¢ (269) (502) (1,77¢) (1,042) (165) (468) (1,67%)
2,70E 846 1,688 5,23¢ 2,25C 618 1,37€ 4,244 1,422 370 1,054 2,84€
(392) (56) (491) (939) (664) (64) (524) (1,252) (545) (62) (540) (1,147)
(398) (58) (513) (969) (654) (63) (540) (1,257) (571) (63) (453) (1,087)
6 2 22 30 (10) 1) 16 5 26 1 (87) (60)
53 1 9 63 54 9 4 67 57 10 12 79
6 — 4 10 (4) — 6 2 40 — — 40
410 1 21 432 1,391 84 11 1,48€ 193 — 2 195
2,782 792 1,231 4,80t 3,027 647 873 4,547 1,167 318 528 2,01z
(756) (157) (94) (1,007) (572) (104) (114) (790) (137) (114) (101) (352)
2,02¢€ 635 1,137 3,79¢ 2,45E 543 759 3,757 1,03C 204 427 1,661
2,014 493 462  2,96¢ 2,44¢€ 425 311 3,182 961 169 123 1,252
12 142 675 829 9 118 448 575 69 35 304 408

(*) In 2006, 2005 and 2004 impairment losses amoumtiriglJR 112 million, EUR 26 million and EUR 57 mdh, respectively, were recognized.
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Millions of Euros

2006 2005
Spainand  Rest of Latin Spainand  Rest of Latin
Portugal Europe America Total Portugal Europe America Total

ASSETS
Non-current assets 26,33( 6,06¢ 13,98z 46,38( 25,29t 5,692 14,755  45,74Z
Property, plant and equipme 19,75¢ 3,872 10,084 33,71¢ 18,17¢ 3,572 10,565 32,31:
Investment propert 32 — 49 81 4 — 67 71
Intangible assel 660 66 78 804 720 74 69 863
Goodwill 61 1,652 2,272 3,98¢€ 148 1,471 2,65¢ 4,27¢
Non-current financial asse 3,83¢ 89 554 4,482 3,40¢ 151 574 4,134
Investments accounted for using the

equity methoc 407 81 161 649 378 78 167 623
Deferred tax asse 1,57¢ 307 784 2,664 2,46C 346 654 3,46C
Current assets 3,924 1,171 2,615 7,70€ 6,097 1,14¢F 2,381 9,625
Inventories 615 176 91 882 548 150 114 812
Trade and other receivabl 2,66¢ 803 1,387 4,85¢ 3,124 805 1,30& 5,234
Current financial asse 35 1 3 39 22 — 55 77
Current tax asse 430 59 471 960 471 63 330 864
Cash and cash equivalel 175 132 658 965 1,91C 127 577 2,614
Non-current assets classified as held

for sale — — 3 3 22 — — 22
TOTAL ASSETS 30,254 7,23¢ 16,59t 54,08¢ 31,392 6,837 17,13¢ 55,36¢
EQUITY AND LIABILITIES
Equity 5,98C 3,292 6,664 15,93¢ 6,56¢€ 2,834 6,927 16,327
Of the Paren 5,93¢€ 2,33¢ 3,022 11,291 6,447 1,97¢ 3,164 11,59C
Of minority interests 44 959 3,642 4,645 119 855 3,763 4,737
Non-current liabilities 19,51: 2,757 7,737 30,007 18,337 2,704 7,58¢ 28,63(
Deferred incom 2,18E 116 141 2,442 1,79¢ 148 115 2,062
Long-term provision:s 3,407 274 761 4,442 3,86E 342 890 5,097
Bank borrowings and other financial

liabilities 13,04: 1,64z 5,801 20,487 11,71¢ 1,39C 5,47¢ 18,587
Other nor-current payable 444 427 114 985 407 503 122 1,03z
Deferred tax liabilities 434 297 920 1,651 547 321 984 1,852
Current liabilities 4,761 1,19C 2,194 8,14t 6,48¢ 1,29¢ 2,62C 10,40¢
Bank borrowings and other financial

liabilities 9) 163 475 629 1,21¢ 23 1,20¢ 2,45C
Current trade and other payab 4,49C 920 1,14¢ 6,55¢ 5,024 1,002 948 6,974
Current tax liabilities 280 107 570 957 246 274 464 984
TOTAL EQUITY AND LIABILITIES 30,25¢ 7,23¢ 16,59t 54,08¢ 31,39z 6,837 17,13¢ 55,36¢
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Millions of Euros

2006 2005 2004
Spainand  Rest of Latin Spain and Rest of Latin Spainand Restof Latin
Portugal Europe  America Total Portugal Europe America Total Portugal  Europe America _Total

Gross profit before tax and minority interests 2,782 79z 1,231 4,80t 3,022 647 87¢ 4,547 1,167 31¢ 52¢ 2,01z
Depreciation and amortization chat 1,13( 27C 50C 1,90( 1,00% 26¢ 502 1,77¢ 1,042 165 46€ 1,67
Income from asset disposi (410) Q) (21) (432) (1,389 (84) (14 (1,48¢) (195) — — (295)
Income tax (165) (244) (32€) (735) (13¢) (247) (271) (650C) (15) ?3) (182) (200)
Provisions pait (59¢) 39 (16¢) (80%) (399 (6) (398) (443) (415) (14) (25) (459
Other results not giving rise to cash flows (18) (74) 2 (90) 341 1 123 465 381 45 152 57¢
Cash flows from operating activities 2,721 704 1,21¢ 4,64% 2,44 58€ 1,18C 4,20¢ 1,96% 511 94z 3,41¢
Change in income tax payat (212) (137) 27 (322) (41) 21C 172 341 (105) (11) 10C (1€)
Change in operating current assets/liabili (199 (25) 7 (443) (1,329 18€ (46) (1,189 (263) (40) 54¢ 24¢€
Net cash flows from operating

activities 2,31( 31€ 1,252 3,87¢ 1,07¢ 982 1,30€ 3,36: 1,591 46( 1,591 3,64¢
Investments in property, plant and equipment &

intangible asset (2,369) (29¢) (889 (3,549 (2,302) (369 (581) (3,249 (12,4300 (33¢) (49€) (2,262)
Other investment (2,020 (232) (7C) (2,329 (1,352) (25) (10¢)  (1,48% (387) 182 (220) 42¢
Income from disposal of investments 2,14* 117 13C 2,392 3,26¢€ 364 72 3,70z 60C 15 77 692
Grants and other deferred inco 34¢ 43 39z 29¢ 14 312 147 — 12 15¢
Net cash flows from investing activities (1,889 (417) (781) (3,089 (90) (25) (603) (718) (1,070 (139 (627) (1,836
Non-current bank borrowing

drawdowns 2,89¢ 84t 1,48t 5,22¢ 1,281 1,17¢ 56¢ 3,03( 405 16€ 79C 1,362
Non-current bank borrowings and other financie

liabilities repaid (1,029 (582) (336) (1,94) 427 (1,567 597 (1,73 441 (23%) (661) (45%)
Net cash flows from current bank borrowings i

other financial liabilities (1,719 88 (1,13)) (2,759 (1,497) (379 (494 (2,366 (851) (227) 642 (1,720
Other financing activitie — — — — — — — — 44 — — 44
Dividends of the Parent paid (2,24)) (187) (113  (2,54) (58¢) (95) (113) (79€) (739) — — (739)
Payment of dividends to minority intere (72) (62) (259) (399) 9) (29) (420) (457) 73) 4) (119 (196)
Net cash flows from financing

activities (2,15¢€) 10z (3549 (2,409 (380 (897) (1,055  (2,32¢) (773 (299 (632) (1,709
Total net cash flows (1,73%) 5 117 (1,619 604 66 (352 31¢& (24¢€) 23 332 10¢
Effect of foreign exchange rate changes on cash

and cash equivalen — — (3€) (3€) — — 11¢ 11¢ — — (22) (22)
Net increase/decrease in cash and cash

equivalents in the year (1,735 5 81 (1,649 604 66 (2349 43€ (24¢) 23 31C 87
Cash and cash equivalents at beginning of year 1,91( 127 577 2,61¢ 1,30¢ 61 811 2,17¢ 1,552 38 501 2,091
Cash on hand and at bar 72 12C 21€ 40€ 96 61 147 304 47 38 98 182
Other cash equivalen 1,83¢ 7 361 2,20¢ 1,21C — 664 1,87¢ 1,50¢ — 40z 1,90¢
Cash and cash equivalents at end of year v7E 132 65¢ 96& 1,91C 127 577 2,61¢ 1,30¢ 61 811 2,17¢
Cash on hand and at bar 16C 28 134 32z 72 12C 21€ 40¢ 96 61 147 304
Other cash equivalents 15 104 524 642 1,83¢ 7 361 2,20¢ 1,21C — 644 1,87¢
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Electricity Business in Spain and Portugal

2006

2005

2004

Corporate
Activities and

Corporate
Activities and

Corporate
Activities and

Generation Distribution ~ Adjustments  Total Generation Distribution ~ Adjustments  Total Generation Distribution  Adjustments  Total

REVENUE 8,70C 2,16€ (776) 10,09C 8,14C 1,944 (807) 9,277 5,50€ 1,862 (636) 6,732
Sales 8,272 2,01€ (768) 9,52C 7,74C 1,824 (803) 8,761 5,461 1,762 (568) 6,655
Other operating incom 428 150 (8) 570 400 120 (4) 516 45 100 (68) 77
PROCUREMENTS AND

SERVICES (4,846) (187) 802 (4,231)  (4,761) (138) 827 (4,072)  (2,937) (88) 656 (2,369
Power purchase (1,13C) 4) 139 (995) (1,017) (2) (144) (875) (495) — 61 (434)
Cost of fuel consume (2,143) — — (2,143  (2,057) — — (2,057 (1,554 1) 8 (1,547)
Transmission expens (961) — 596 (365) (828) 1) 556 (273) (608) 1) 420 (189)
Other variable procurements and

services (612) (183) 67 (728) (859) (135) 127 (867) (280) (86) 167 (199)
CONTRIBUTION MARGIN 3,854 1L eI 26 5,85¢ 3,37¢ 1,80€ 20 5,20E 2,569 1,774 20 4,363
Work on nol-current assel 16 127 19 162 7 116 16 139 13 108 12 133
Staff coste (388) (485) (189) (1,062) (391) (518) (140) (1,049 (393) (441) (159) (993)
Other fixed operating expens (772) (510) 158 (1,124) (678) (515) 153 (1,04C) (664) (540) 165 (1,039)
GROSS PROFIT FROM

OPERATIONS 2,71C 1,111 14 3,83t 2,317 889 49 3,25E 1,528 901 38 2,464
Depreciation and amortisation

charge(*) (680) (431) (19) (1,13C) (571) (410) (24) (1,00%5) (628) (390) (24) (1,042)
PROFIT FROM OPERATIONS 2,03C 680 (5) 2,70E 1,74€ 479 25 2,25C 897 511 14 1,422
FINANCIAL LOSS (159) (180) (53) (392) (241) (250) 173) (664) (186) (181) (178) (545)
Net finance cost (154) (180) (64) (398) (241) (250) (163) (654) (186) (182) (203) (571)
Exchange difference (5) — 11 6 — — (10) (10) — 1 25 26
Result of companies accounted

using the equity methc 50 3 — 53 41 3 10 54 45 1 11 57
Income from other investmer 2) 2 6 6 1 2 7) 4) 23 — 17 40
Income from asset disposi 21 261 128 410 — 106 1,28& 1,391 — 48 145 193
PROFIT BEFORE TAX 1,94C 766 76 2,782 1,547 340 1,14C 3,027 779 379 9 1,167
Income tax (568) (230) 42 (756) (401) (138) (33) (572) (166) (85) 114 (137)
PROFIT FOR THE YEAR 1,372 536 118 2,02€ 1,14€ 202 1,107 2,45E 613 294 123 1,03C
Parent 1,374 531 109 2,014 1,144 199 1,108 2,44¢€ 612 291 58 961
Minority Interests 2) 5 9 12 2 3 4 9 1 3 65 69

™*) In 2006 impairment losses totaling EUR 108 milliware recognized . (2005: EUR 0 million, 2004: EURnillion).
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Electricity Business in Spain and Portuga

2006 2005
Corporate Corporate
Activities and Activities and
Generation  Distribution  _Adjustments Total Generation Distribution Adjustments Total

ASSETS
Non-current assets 12,897 10,99C 2,442 26,33C 11,85¢ 10,22C 3,217 25,29t
Property, plant and equipme 9,77¢ 9,544 435 19,75¢ 9,158 8,592 431 18,17¢
Investment propert — 29 3 32 — 4 — 4
Intangible asset 459 145 56 660 539 142 39 720
Goodwill 61 — — 61 148 — — 148
Non-current financial asse 1,565 419 1,85E 3,839 841 379 2,18¢ 3,40¢
Investments accounted for using the equity

method 353 57 3) 407 273 11 94 378
Deferred tax asse 680 796 97 1,573 904 1,092 464 2,46C
Current assets 2,40€ 1,671 (153) 3,924 4,237 2,003 (143) 6,097
Inventories 590 25 — 615 534 19 (5) 548
Trade and other receivabl 1,40E 1,46€ (204) 2,669 2,978 1,692 (1,54€) 3,124
Current financial asse 8 5 22 35 8 2 12 22
Current tax asse 272 157 1 430 596 243 (368) 471
Cash and cash equivalel 131 16 28 175 121 25 1,764 1,91C
Non-current assets classified as held

for sale — — — — — 22 — 22
TOTAL ASSETS 15,30: 12,661 2,29C 30,254 16,09t 12,22¢ 3,074 31,392
EQUITY AND LIABILITIES
Equity 4,297 1,932 (249) 5,98C 4,448 1,733 385 6,56€
Of the Paren 4,271 1,91€ (253) 5,93€ 4,43C 1,723 294 6,447
Of minority interests 26 14 4 44 18 10 91 119
Non-current liabilities 7,80¢ 8,451 3,254 19,51z 6,051 8,35¢ 3,927 18,337
Deferred income 82 2,13C (27) 2,185 86 1,72C (7) 1,79¢
Long-term provisions 1,53¢€ 1,567 302 3,407 1,60€ 1,874 383 3,86E
Bank borrowings and other financial

liabilities 5,834 4,341 2,86¢ 13,04z 4,008 4,374 3,337 11,71¢
Other nor-current payable 116 317 11 444 108 293 6 407
Deferred tax liabilitie: 238 96 100 434 241 98 208 547
Current liabilities 3,19¢ 2,27¢ (715) 4,761 5,59€ 2,131 (1,23€) 6,48¢
Bank borrowings and other financial

liabilities 51 162 (222) ) 554 205 460 1,21¢
Current trade and other payab 2,814 1,98C (304) 4,49C 4,424 1,838 (1,23€) 5,024
Current tax liabilities 333 136 (189) 280 618 88 (460) 246
TOTAL EQUITY AND LIABILITIES 15,30: 12,661 2,29C 30,254 16,09t 12,22¢ 3,074 31,392
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Electricity Business in Latin America

2006

2005

2004

Corporate
Activities and

Corporate
Activities and

Corporate
Activities and

Generation Distribution Adjustments Total Generation Distribution Adjustments Total Generation Distribution Adjustments Total

REVENUE 2,66¢
Sales 2,65¢
Other operating incom 9
PROCUREMENTS AND SERVICES (1,22€)
Power purchase (435)
Cost of fuel consume (407)
Transmission expens (295)
Other variable procurements and

services (91)
CONTRIBUTION MARGIN 1,44C
Work on nol-current assel —
Staff costs (86)
Other fixed operating expens (124)
GROSS PROFIT/LOSS FROM OPERATIONS 1,23C
Depreciation anamortizationcharge(*) (258)
PROFIT/LOSS FROM OPERATIONS 972
FINANCIAL LOSS (217)
Net finance cost (260)
Exchange difference 43
Result of companies accounted for using the equity

method 9
Income from other investmer —
Income from asset disposi 4
PROFIT/LOSS BEFORE TAX 768
Income tax (192)
PROFIT/LOSS FOR THE YEAR 576
PARENT 410
Minority Interests 166
*

In 2006, 2005 and 2004 impairment losses totalibiR -4 million, EUR 17 million and EUR 57 millionespectively, were recognized .

3,04¢
3,832
117
(2,33€)
(1,891)

(113)

(334)
1,611
28
(217)
(381)
1,041
(234)
807
(190)
(186)
(4)

30
647
49
696
632
64

(538)

(564)
26
596
597

45
(46)
58

(94)
(47)
(83)

(8)
(91)
(84)
(67)
17

4
(13)
(184)
49
(135)
(577)
442

6,07¢
5,927
152
(2,97C)
(1,729)
(407)
(363)

(471)
3,10¢
28
(397)
(552)
2,18¢
(500)
1,68¢
(491)
(513)
22

9

4

21

1,231
(94)

1,137

465

672
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2,297
2,284
13
(1,063)
(328)
(332)
(281)

(122)
1,234

(75)
(107)
1,052
(270)
782
(300)
(305)
5

8

@)
5
488

(52)
436

279
157

3,47€
3,41¢
57
(2,048)
(1,684)

(115)

(249)
1,428
22
(187)
(365)
898
(221)
677
(153)
(146)
(7)

@)
523

(140)
383
306
77

(541)

(554)
13
577
607

28

(58)
36

(75)
(33)
(72)
(11)
(83)
(71)
(89)
18

(4)
13
=
(138)
78
(60)

(274)
214

5,237
5,14¢
83
(2,534)
(1,405)
(332)
(368)

(429)
2,69¢
22
(337)
(505)
1,87¢
(502)
1,37€
(524)
(540)
16

4
6
11
873

(114)
759
311
448

1,93€
1,947
(11)
(816)
(231)
(308)
(226)

(51)
1,12¢

(57)
(125)
938
(216)
722
(270)
(258)

(12)

14
8
474
(89)
385
226
159

2,912
2,862
50
(1,839)
(1,381)
(18)
(71)

(369)
1,073
18
(164)
(279)
648
(248)
400
(148)
(106)
(42)

252
(69)
183
167
16

(491)
(512)
21
478
552
(34)
(3)

(37
(13)
(64)
13
(64)
4
(68)
(122)
(89)
(33)

@

(6)
(198)
57
(141)
(270)
129

4,357
4,297
60
(2,177)
(1,060)
(360)
(300)

(457)
2,18C
18
(285)
(391)
1,522
(468)
1,054
(540)
(453)
(87)

12
2
528

(102)
427
123
304




ASSETS

Non-current assets

Property, plant and equipme

Investment propert

Intangible asset

Goodwill

Non-current financial asse

Investments accounted for using the
equity methoc

Deferred tax asse

Current assets

Inventories

Trade and other receivabl

Current financial asse

Current tax asse

Cash and cash equivalel

Non-current assets classified as held for sa

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Of the Paren

Of minority interests

Non-current liabilities

Deferred income

Long-term provisions

Bank borrowings and other financial liabiliti

Other nor-current payable

Deferred tax liabilitie:

Current liabilities

Bank borrowings and other financial liabiliti

Current trade and other payab

Current tax liabilities

TOTAL EQUITY AND LIABILITIES

Electricity Business in Latin America

2006

Corporate
Activities and

Generation  Distribution Adjustments
7,221 4,92¢ 1,832
6,301 3,75¢ 25

— — 49
23 52 3
123 311 1,83€
372 327 (145)
161 — —
241 481 62
1,188 1,343 81
32 24 35
624 919 (156)
— 3 —
127 224 120
406 173 79
— — 3
8,41C 6,272 1,913
3,277 2,36¢ 1,01¢
2,083 2,181 (1,242)
1,194 187 2,261
3,974 2,51C 1,252
3 137 1
131 423 207
3,203 1,612 985
53 105 (44)
584 232 104
1,15¢ 1,394 (359)
361 225 (111)
566 851 (268)
232 318 20
8,41C 6,272 1,913
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Total

13,982
10,084
49

78
2,272
554

161
784
2,613
91
1,387
3

471
658

3
16,59t

6,664
3,022
3,642
7,737
141
761
5,801
114
920
2,194
475
1,14¢
570
16,59t

2005
Corporate
Activities and
Generation  Distribution  _Adjustments Total
7,782 5,18¢ 1,783 14,758
6,80C 3,72C 45 10,56&
— — 67 67
26 42 1 69
140 382 2,137 2,65¢
388 724 (538) 574
150 — 17 167
279 321 54 654
1,162 1,237 (19) 2,381
47 28 39 114
534 838 (67) 1,30E
67 68 (80) 55
177 96 57 330
338 207 32 577
8,94€ 6,42€ 1,764 17,13€
3,467 2,448 1,012 6,927
2,15C 2,31€ (1,302) 3,164
1,317 132 2,314 3,763
4,06€ 2,757 766 7,58¢
4 116 (5) 115
220 493 177 890
3,172 1,81€ 490 5,478
44 104 (26) 122
626 228 130 984
1,413 1,221 (14) 2,62C
725 340 143 1,20¢
441 674 (167) 948
247 207 10 464
8,94€ 6,42€ 1,764 17,13€




25. Balances and transactions with related parties

Transactions between the Company and its subsdiasihich are related parties, form part of the gamy’s normal business activities
and have been eliminated on consolidation. Theeetbey are not disclosed in this Note.

Significant shareholders

At 31 December 2006, the Company'’s significant shalders, understood to be those represented dbaimpany’s Board of Directors
or those with an ownership interest of more tha#h 2@ere Caja Madrid and Acciona, with ownershigiiasts of 10% and 20%, respectively.
At the date of preparation of these consolidatedrfcial statements Acciona had an investment of @i%e share capital of Endesa.

The noteworthy transactions carried out in 200 witoups of companies whose parents are signifgtzanteholders of Endesa, all of
which were performed on an arm’s length basis, vasréollows:

Amount

(Millions
Significant Shareholder Type of Transaction of Euros)
Caja Madrid Credit lines and credit accour 18
Caja Madrid Guarantee 107
Caja Madrid Pension plan custodit 1,177
Caja Madrid Forward purchases and sa 44
Caja Madrid Foreign exchange derivativ 93
Caja Madrid Interest rate derivative 1,97¢
Caja Madrid(3] Placing agen 1,38:
Caja Madrid Project financing 7
Caja Madrid Syndicated loal 37
Mapfre(1)(2) Insurance policie NA
Mapfre(1)(2) Reinsurer of thir-party liability and material loss insuran NA
Mapfre(1)(2) Externalizecpension plat 72
Acciona Group(2 Purchases of goot 6
Acciona Group(2 Purchases of property, plant and equipn 12
Acciona Group(2 Services 12

(1) Mapfre’s life insurance activities form part of MegCaja Madrid Holding de Entidades Asegurada®A,, in which Caja Madrid has
an ownership interest of 49%.

(2) The inclusion of the transactions with this compdogs not imply, under any circumstances, thagy ime considered to be a related
party for the purposes of Ministry of Economy andahce Order EHA/3050/2004, of 15 September.

(3) Caja Madrid acts as the placing bank.
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The noteworthy transactions carried out in 200% wignificant shareholders, all of which were parfed on an arm’s length basis, were
as follows:

Amount

(Millions
Significant Shareholder Type of Transaction of Euros)
Caja Madrid Credit lines and credit accour 18
Caja Madrid Guarantees and guarantee li 135
Caja Madrid Pension plan custodi: 978
Caja Madrid Interest rate derivative 2,114
Caja Madrid Foreign exchange derivativ 93
Caja Madrid Forward purchases and sa 6
Caja Madrid Project financing 76
Caja Madrid(3) Placing agen 1,382
Caja Madrid Syndicated loal 17
Mapfre(1)(2) Insurance policie NA
Mapfre(1)(2) Insurer financing 86

(1) Mapfre’s life insurance activities form part of MegCaja Madrid Holding de Entidades Asegurado®a4,, in which Caja Madrid has
an ownership interest of 49%.

(2) The inclusion of the transactions with this compdogs not imply, under any circumstances, thaty tve considered to be a related
party for the purposes of Ministry of Economy andafce Order EHA/3050/2004, of 15 September.

(3) Caja Madrid acts as the placing bank.
The foregoing table does not include transactioitis thie Acciona Group because it was not a shadehaf Endesa in that year.

Associates and joint ventur

The transactions with associates and joint ventglase mainly to loans granted, the balance ottt 31 December 2006, amounte
EUR 300 million (31 December 2005: EUR 269 milligage Note 10) and to guarantees provided amoutttiggyR 211 at the same date (31
December 2005: EUR 187 million).

At 31 December 2006, the main loan transactiorseadIto the Atacama Gas Group (EUR 129 millionydsud (EUR 36 million),
Megasa (EUR 35 million), Soprolif (EUR 11 milliorg,E. Vale do Minho (EUR 10 million), Decosol (EUR million) and Hidroeléctrica de
Campodels (EUR 8 million). The guarantees providdalte to Elcogas (EUR 126 million), Planta Redeatora de Sagunto (EUR 52
million) and Tirme (EUR 33 million).

At 31 December 2005, the main loan transactiorsedlto Atacama Finance (EUR 147 million), Meg&dadR 25 million), Emesa (EU
24 million) and NQF Gas (EUR 8 million). The guaess provided related to Elcogas (EUR 114 milli¢tianta Regasificadora de Sagunto
(EUR 38 million) and Tirme (EUR 35 million).

Pension plan:

At 31 December 2006 and 2005, the amounts payatifetEndesa Group Pension Plan in Spain as & odshe Rebalancing Plans
approved by the Directorate-General of Insurantadlénl EUR 226 million and EUR 289 million, respeety, and are recognized under
“Bank Borrowings and Other Financial Liabilities ihe accompanying consolidated balance sheets.
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Directors and senior executiv
1. Remuneration of directors

Article 40, Remuneration, of the corporate bylateges that “the remuneration of the directors casegrthe following items: fixed
monthly emolument and a share in the profits. TWerall annual remuneration for all the directorgamnection with the aforementioned
items shall be one per mil of the profits of theswlidated Group, as approved at the Annual Geeating, although the Board of Direct
may reduce this percentage in the years that & fie@ll without prejudice to the provisions ofrticle 40.3 in connection with attendance
fees. The Board of Directors shall distribute ther@mentioned amount between the items indicated@bnd among the directors in the
form, time and proportion freely decided by it.

The members of the Board of Directors shall alseiree fees for attending each session of the Copipamanaging bodies and their
committees. The amount of such attendance fee sbiaixceed the amount that, pursuant to the famgges determined as the fixed monthly
emolument. The Board of Directors may, within tlait, establish the amount of the attendance fees.

The remuneration provided for in the preceding gaphs, derived from membership of the Board o&&tors, shall be compatible with
such other professional or employment-related ircasimight correspond to the directors for anyragikecutive or advisory functions that
they might discharge for the Company other tharstipervisory and collective decision-making funetialischarged by virtue of their
capacity as directors, which shall be subject ¢oléiyal regime applicable to them.

In accordance with Article 130 of the Spanish Conigs Law, the remuneration relating to profit shgrshall only be received by the
directors after the requisite appropriations tolégal and bylaw reserves have been made andaafténimum dividend of 4% has been
declared for the shareholders. "Therefore, the neembf the Board of Directors of Endesa, S.A. ne@iremuneration in their capacity as
Company directors and for their membership, inaiertases, of Boards of Directors of subsidiaaesi the members of the Board of
Directors who also discharge executive functioreinged their remuneration in this connection.
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In 2006 the fixed monthly emolument for each dioeetas EUR 4,006.74 gross and the fee for attenitiegneetings of the Board of
Directors, Executive Committee, Appointments andhReeration Committee and Audit and Compliance Catemiamounted to EUR
2,003.37 gross each. The detail of the remuneratiogsived by the members of the Board of Dired®es follows:

Fixed Remuneration (Euros)

2006 2005
Fixed Fixed

Emolument Remuneration Emolument Remuneration
Manuel Pizarro Moreno(1) 48,081 1,249,20( 48,081 1,200,00(
Rafael Miranda Robredo(: 48,081 1,124,28( 48,081 1,080,00(
Alberto Alonso Ureb: 48,081 48,081 —
Miguel Blesa de la Pari 48,081 48,081 —
Rafael Espfiol Navarro(4) — — 24,04( —
Jo« Maria Feridndez Cueva 48,081 48,081 —
Jo« Manuel Feréndez Nornielle 48,081 48,081 —
Jo« Ferréndez Olano(4 — — 24,04( —
Rafael Gonédlez-Gallarza Morale! 48,081 48,081 —
Francisco ufiez Boluda(5 8,013 48,081 —
Jos€ Luis Oller Arifio(4) — — 24,04( —
Juan Rarén Quinés Seoane(z — — —
Francisco Javier Ramos Gdn 48,081 48,081 —
Alberto Recarte Gaia-Andrade(3) 48,081 28,047 —
Manuel Fios Navarrc 48,081 48,081 —
Juan Rosell Lastortras( 48,081 28,047 —
José Serna Masia 48,081 48,081 —
Subtotal 584,98¢ 2,373,48( 657,10¢ 2,280,00(
TOTAL 2,958,46¢ 2,937,10¢

(1) Atall the Endesa Group companies, the fixed remation of the Chief Executive Officer is 10% lowthan that of the Chairman.
(2) Waives entitlement to remuneration other than dtiene fees and similar.

(3) Have sat on the Board of Directors since 27 May5200

(4) Have not formed part of the Board of Directors si@@ May 2005.

(5) Has not formed part of the Board of Directors sigbe-ebruary 2006.

F- 107




Variable Remuneration (Euros)

2006 2005

Benefits Remuneration Benefits Remuneration
Manuel Pizarro Moreno 39,667 1,640,96: 14,80¢ 829,32:
Rafael Miranda Robredo(. 39,667 1,431,18 14,80¢ 711,27
Alberto Alonso Ureb: 39,667 — 14,80¢ —
Miguel Blesa de la Parra(. — — — —
Rafael Espfiol Navarro(5) 16,52¢ — 14,80¢ —
Jos« Maria Fernidandez Cueva 39,667 — 14,80¢ —
Jo« Manuel Feréndez Nornielle 39,667 — 14,80¢ —
Jo« Ferréndez Olano(5 16,52¢ — 14,80¢ —
Rafael Gonédlez-Gallarza Morale: 39,667 — 14,80¢ —
Francisco Mfiez Bolude 39,667 — 14,80¢ —
Jo€ Luis Oller Arifio(5) 16,52¢ — 14,80¢ —
Juan Rarén Quinés Seoane(z — — — —
Francisco Javier Ramos Gdn 39,667 — 14,80¢ —
Alberto Recarte Gaia-Andrade(4) 23,13¢ — — —
Manuel Fios Navarrc 39,667 — 14,80¢ —
Juan Rosell Lastortras( 23,13¢ — — —
José Serna Masia 39,667 — 14,80¢ —
Subtotal 492 ,53: 3,072,15( 192,47¢ 1,540,59!
TOTAL 3,564,682 1,733,07%

(1) The total variable remuneration of Rafael Mirand®bfdo amounted to EUR 750,113 in 2005 and 1,484122006, although EUR
38,841 and EUR 53,054, respectively, of “attenddaes of other companies” were discounted frometlasounts.

(2) Waives entitlement to remuneration other than itkedfemolument, attendance fees and similar.
(3) Waives entitlement to remuneration other than dtiene fees and similar.

(4) Have sat on the Board of Directors since 27 May5200

(5) Have not formed part of the Board of Directors ei@@ May 2005.
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Manuel Pizarro Moreno

Rafael Miranda Robrec

Alberto Alonso Ureb:

Miguel Blesa de la Pari

Rafael Espfiol Navarro(1)

Jos€ Maria Feriandez Cueva
Jos€ Manuel Feréndez Nornielle
Jos Ferrandez Olano(1

Rafael Gonélez-Gallarza Morale!
Francisco Ufiez Boluda(2

Jos€ Luis Oller Arifio(1)

Juan Rarén Quinas Seoane(:
Francisco Javier Ramos Gdn
Alberto Recarte Gia-Andrade
Manuel Fios Navarrc

Juan Rosell Lastortre

José Serna Masia

TOTAL

(1) Have not formed part of the Board of Directors ei@@ May 2005.
(2) Has not formed part of the Board of Directors si@bd~ebruary 2006.

(3) No attendance during the year.

Manuel Pizarro Moreno
Rafael Miranda Robrec
Rafael Espafiol Navarro(1)
TOTAL

(1) Has not formed part of the Board of Directors si¢eMay 2005.

Rafael Miranda Robredo
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Attendance Fees (Euros

2006 2005
Other Other
Endesa Companies Endesa Companies
130,21¢ — 106,17¢ —
130,21¢ 97,12¢ 106,17¢ 89,75t
130,21¢ — 104,17¢ —
108,18: — 94,15¢ —
— 34,057 31,77¢
138,23: — 106,17¢ 21,13¢
124,20¢ 37,63: 96,162 43,11¢
— — 32,054 30,28¢
62,104 20,03¢ 54,091 18,03z
16,027 22,031 58,09¢ 18,03(
— — 36,061 11,01¢
— — 64,10¢ —
60,101 22,031 60,101 22,031
56,094 20,03¢ 24,04(C 8,01:
66,111 20,03¢ 54,091 22,03¢
38,064 30,59¢ 20,03¢ 2,40C
60,101 22,031 62,104 22,031
1,119,88: 291,56¢ 1,111,87: 339,68!

Other
Remuneration
(Euros)
2006 2005

4347 4444
21,60¢ 21,01¢

— 7,021
2595( 32,47¢

Advances and Loans
(Euros)
2006 2005

375,37¢ 435,37¢




These advances and loans were granted before phevap of the Sarbanes-Oxley Act in July 2002, #redterms and conditions thereof
have not changed since that date. Of these amdtid#®,92,802 in 2005 and EUR 32,802 in 2006 relawddans bearing interest at Euribor

plus 0.5 %.

Pension Funds and Plans: Contributions (Euros

2006 2005
Manuel Pizarro Moreno 441,772 236,655
Rafael Miranda Robredo(. 4,926,911 2,122,182

(1) As a general rule, the Company has establishecagtee of future rights in respect of pensionsrantlineration for employees
reaching certain ages and years of service, itéleznent to pre-retirement. Therefore, of the amtdor 2005, EUR 1,389,000 relate to
premiums paid to cover the outstanding pensiorgatibns for future years for the Chief Executivdi€air, as in the case of the other
employees of the same age and with the same lefigérvice. For 2006 the contributions amounteBW&R 4,321,190.

Life Insurance
Premiums (Euros)

2006 2005
Manuel Pizarro Moreno 96,71€¢ 119,50¢
Rafael Miranda Robred 43,27( 85,20¢
Directors 129,68( 120,79¢

Guarantees provided by the Company to directors

As far as remuneration is concerned , the Compamyiged guarantees for the Chief Executive Off@erounting to EUR 12,525,120 in
2006 (2005: EUR 10,369,336) and, to cater for futagcruals, a guarantee of future remunerations;igts in the case of the other employees
of the same age and with the same length of senviceentitiement to pre-retirement. These guaestary exclusively in relation to the
amount of the annual remuneration, which genegaitails an increase therein, and to the remainémgpg at the Company, which reduces

guarantees each year.
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2. Remuneration of senior executives
Remuneration of senior executives in 2005 and 2006
Identification of the senior executives who are eéxdcutive directors, and total remuneration ealnyethem in the year:

Name

Francisco Borja Acha Besga
Jos« Damian Bogas (élvez(1)
Gabriel Castro Villalbi

Mé Isabel Ferédndez Lozanc
Angel Ferrera Mainez(2)
Amado Franco Lahao

Jo« Antonio Gutérrez Férez (1)
Jo« Félix Ibarez Guerra(1)(2
Pedro Larrea Pagua

Héctor Lopez Vilasecc

Jo<€ Luis Maiin Lépez Oterc(1)
Alberto Marin Rivals

Jo«€ A. Martinez Ferandez(1)
Germrén Medina Carrillc(1)
Salvador Montejo Velille
Manuel Moin Caserc

Jews Olmos Clavijc

José Luis PalomcAlvarez(1)
Antonio Pareja Molini(1)
José Maria Plans Gomez (1)

Jo€ Luis Puche Castillej
Alvaro Quiralte Abed
Jaime Reguart Pelei (1)
Bartoloré Reus Beltén
Luis Rivera Novo(1)(2
Jorge Rosemblut Ratinc
Jos€ Maria Rovira Vilanove(1)
Carlos Torres Vile

Javier Uriarte Monere
Mario Valcarce Duan
Jaime Ybarra Llosent

Pablo Yrarrazabal Vaés
Rafael Lépez Rued:
Joaqiin Galindo \élez
Ignacio Antcfianzas Alvea
Rafael Mateo Alcia
Antén Costas Comefia

Senior Executives

Position
Corporate Legal Counselling Mana¢
General Manager for Spain and Portu
Corporate Communications Manay
Corporate Manager Assistant to the Corporate SesJidéanage
Chairman of the Advisory Board of Une-Endesa Canary Islan
Chairman of the Advisory Board of E-Endesa Aradn
General Manager of E-Endesa Araon
General Manag—Mining
General Manager for Latin Ameri
General Manag—Energy Management in Latin Ameri
General Manager of Endesa F
Director / General Manager at Endesa Fre
General Manager of Sevilla-Endesa Andaltia and Extremadui
Corporate Human Resources Mang
General Secretary and Secretary of the Board afdiiirs
General Manag—Generatior
General Manager for Euroj
Corporate Financial and Control Mana
Corporate Services Manag
Chairman of the Advisory Board and General Managéinelco-
Endesa Canary Islan
Corporate Audit Manage¢
General Manag—Energy Managemel
General Manager of Ge-Endesa Balearic Islan
Chairman of the Advisory Board of G-Endesa Balearic Islan
General Manager for Latin Ameri
Chairman of Chilectr.
General Manager of Fec-Endesa Catafia
Corporate Strategy Manag
General Manag—Retailing
Director and Chairman of Endesa Ct
Chairman of the Advisory Board of Sevillana Endasaalucia and
Extremadur
Chairman of Enersi
General Manager of Chilect
Director / General Manager of Endesa Iti
General Manager of Eners
General Manager of Endesa Ct
Chairman of the Advisory Board of Fe-Endesa Catafia

(1) Covered by the system described in note (1) ofahk “Other Benefits” shown below, with their sfiecterms and conditions.
(2) Left the Company in 2006.
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The detail of the remuneration relating to eacthefpersons in the foregoing table is as follows:

Remuneration (Euros)
Due to Membership of
Boards of Directors of

At the Company Group Companies
2006 2005 2006 2005
Fixed remuneration 11,127,741 10,243,45 — —
Variable remuneratio 7,972,78: 5,819,15° — —
Attendance fee — — 396,697 203,327
Bylaw-stipulated directo’ emolument: — — — —
Share options and other financial instrume — — — —
Other 1,791,02° 527,57 — —
TOTAL 20,891,55( 16,590,19: 396,69 203,327

Other Benefits (Euros)
Due to Membership of
Boards of Directors of

At the Company Group Companies
2006 2005 2006 2005
Advances 1,455,73° 1,713,93. — —
Loans 3,053,02(  3,160,19: — —
Pension funds and plans: contributions 9,572,63( 5,915,38: — —
Pension funds and plans: obligations assu — — — —
Life insurance premium 676,71 793,901 — —

(1) The Company has established on an across-the-baaisifor employees who meet certain requiremeariserning age and length of
service, i.e. entitlement to pre-retirement, a gatee of future pension and remuneration righterdfore, the aforementioned figure for
2005, EUR 3,728,101, relates to premiums paid terdar outstanding obligations for future yearshgions for senior executives
entitled to them, as in the case of the other persdfected who are of the same age and have the leagth of service. The
contributions for 2006 amounted to EUR 7,027,219.

Guarantees provided by the Company to senior exeadues

As regards remuneration, the Company provided gaeea for senior executives entitled to them ta¢gpEUR 34,984,970 in 2006
(2005: EUR 36,779,976) to cater for future accrualguarantee of future remuneration rights, deércase of the other employees of the
same age and with the same length of service. Tdes@ntees vary exclusively in relation to the ami@f the annual remuneration, which
generally entails an increase therein, and togh®aming period at the Company, which reduces tizgamtees each year.

3. Guarantee clauses: directors and senior exetuss

Guarantee clauses for cases of termination or a@saafcontrol.

These clauses are the same in all the contrathe @xecutive directors and senior executives®bmpany and of its Group and, as
can be observed from the reports requested by dhg@ny, they are in line with standard practicthanmarket (*). They were approved by
the Board of Directors following

(*) To approximate market conditions, in the case elof the aforementioned senior executives, tlagaguee is one month and a half's
salary payment per year of service, for certairrsas which the executive leaves the Company’s eynpl
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the report of the Appointments and Remuneration @itee and provide for termination benefits in #went of termination of the
employment relationship and a post-contractual cmmgpetition clause.

The regime for these clauses is as follows:
Termination of the employment relationship:
* By mutual agreement: termination benefit equahte¢ times the annual remuneration.

« At the unilateral decision of the executive: noittgrhent to termination benefit, unless the decigmterminate the employment
relationship is based on the serious and culpaielach by the Company of its obligations, the posits rendered devoid of content,
change in control or in the event of any of theeottases of remunerated termination provided fétapal Decree 1382/1985.

« As aresult of termination by the Company: termorabenefit equal to that described in the firshpo

« At the decision of the Company based on the semdllifsil misconduct or negligence of the executimedischarging his duties: no
entitlement to termination benefit.

These conditions are alternatives to those deffid changes to the pexisting employment relationship or the terminatioareof due
to pre-retirement for the CEO and senior executives

Post-contractual non-competition clause:
Two years. As consideration, the executive is kedtito an amount equal to one annual fixed remtioergayment.
At 31 December 2006, there were 33 executive dire@nd senior executive beneficiaries.

4. Other disclosures concerning the Board of Diors

In order to reinforce the transparency of listethooations, following is a detail of the companée®gaging in an activity that is identical,
similar or complementary to the activity that cdtusés the company object of Endesa, S.A. in wiiiehmembers of the Board of Directors
own equity interests, and of the functions, if aimat they discharge thereat:

At 31 December 200¢

Employer
Identification
Number of
the Company % of
Name of Director in Question Name of the Company in Questiol Ownership Position
Rafael Miranda Robredo A 282947 2¢ Enags, S.A. 0.0005¢ None
Juan Ramoén Quintas
Seonas A 4801061°* Iberdrola, S.A 0.0001¢ None
Francisco Javier Ramos
Gasi6n A 4801061 Iberdrola, S.A 0.0003( None
A 2800523¢ Unién Fenosa, S.A 0.0003: None
A 7800366 Red Eéctrica de Esgfa, S.A. 0.0002¢ None
0081172058 Enel, S.p.A. 0.0000¢ None
Jos Serna Maé A 4801061 Iberdrola, S.A 0.0009! None
A 2800523¢ Unién Fenosa, S.A 0.0009¢ None
Manuel Fios Navarrc 0081172058 Enel, S.p.A 0.0000¢ None
Miguel Blesa de la Parra A 282947 2¢ Enagas, S.A. 0.0003¢ None
50069725I Enercias de Portugal, S./ 0.00027 None
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At 31 December 200!

Employer
Identification
Number of
the Company % of
Name of Director in Question Name of the Company in Questiot Ownership Position
Rafael Miranda Robredo A 2829472€ Enads, S.A. 0.0007¢ None
Francisco Mfiez Bolude A 4801061t Iberdrola, S.A 0.0001: None
A 2800523¢ Unién Fenosa, S.A2 0.0009¢ None
Juan Rarén Quinés Seona A 4801061t Iberdrola, S.A 0.0001¢ None
Francisco Javier Ramos
Gasion A 48010615 Iberdrola, S.A 0.0010¢« None
A 2800523¢ Unién Fenosa, S.A 0.0027: None
A 78003662z Red Eéctrica de Esfiia, S.A. 0.0002¢ None
0081172058 Enel, S.p.A 0.0000¢ None
Jos« Serna Mas A 48010615 Iberdrola, S.A 0.00091 None
A 2800523¢ Unién Fenosa, S.A2 0.0009¢ None
Manuel Fios Navarrc 0081172058 Enel, S.p.A 0.0000¢ None

Also, pursuant to the aforementioned Law, therisecord that any members of the Board of Directairry on, or carried on in 2006,
activities, as independent professionals or as @k, that are identical, similar or complementarhe activity that constitutes the
company object of Endesa, S.A.

In 2006 there were no cases of conflict of inten@ablving the directors, without prejudice to thlestentions recorded, even though no
conflict existed and with a view to taking the ushprecaution, in the minutes of the meetings efgbverning bodies of the Company.

5. Share-based payment plans

To date, Endesa has not established any share-pagetnt or share option plans and, accordingiyh@ethe members of the Board of
Directors nor the senior executives have receivgtdramuneration in this connection.

26. Guarantee commitments to third parties anti&t contingent assets and liabilities

Under current legislation in Spain and pursuargpanish Electricity System Law 54/1997, the Graumsured against third-party
liability claims for nuclear accidents arising frahe operation of nuclear plants up to EUR 150iamll Any loss or damage in excess of this
amount would be governed by the international catigas entered into by the Spanish State. The augewer plants are also insured
against damage to their installations and machibezgkdowns, with maximum coverage of EUR 700 oiillior each power plant.

At 31 December 2006 and 2005, the Group’s finarasakts pledged as security for liabilities or ta@nt liabilities amounted to EUR
128 million and EUR 415 million, respectively.

At 31 December 2006 and 2005, items of propergntphnd equipment amounting to EUR 1,150 milliod BRR 971 million were
securing fulfilment of the Group’s obligations.

At 31 December 2006, the Endesa Group had proygdadantees to third parties in connection witlbiisiness activities totaling EUR
211 million (31 December 2005: EUR 187 million).

On 27 February 2006, the Spanish National Secsifiiarket Commission (CNMV) authorised the takedvdrof Gas Natural SDG,
S.A. for all the shares of Endesa, S.A. and, aljhaBas Natural SDG, S.A. withdrew its bid on 1 Feeloy 2007, during its processing
injunctive relief was granted by the Supreme Caad by Commercial Court No. 3 of Madrid, which vgaksequently lifted in both cases.
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a result of these rulings, Endesa had to provideral for the damage and loss that the injunctiliefrmight cause for the companies affected
thereby. The guarantee provided in this connedtothe two proceedings totaled EUR 1,000 milliatthough it should be noted that neither
the bond nor its amount determine or imply thetexise or amount of the possible liability that ntighise from these processes.

At 31 December 2005, the Group was entitled toivecentil 2010 remuneration for the transition torpetition for a maximum amount
of EUR 828 million. In 2006 Royal Decree-Law 7/20@16the adoption of urgent measures in the enerdysiry repealed Transitional
Provision Six of Electricity Industry Law 54/1993%, 27 November, on the costs of transition to catitipa (CTCs), which led to the
disappearance of these costs. The eliminationeo€thiC mechanism did not have any effect on the sdinancial statements, since they
did not include any assets in this connection .

27. Other disclosures
Fees paid to auditors

The detail of the fees for the services provided06 and 2005 by the auditors of the financiakstents of the various Group
companies is as follows:

Thousands of Euros

2006 2005
Other Principal Other
Principal Auditors of Auditors of
Auditor Subsidiaries Auditor Subsidiaries
Audit of financial statements 10,62¢(*) 2,26¢ 7,05C 1,59¢
Audits other than of the financial statements and
other aud-related service 1,85C 266 1,18¢ 569
Other non-audit services 1,69¢ 1,065 2,032 656
TOTAL 14,177 3,59¢ 10,271 2,821

(*) Including for the first time the fees for the audfithe financial reporting internal control modetjuired by the Sarbanes-Oxley Act.

Headcount
The detail, by business and professional categdhe average headcount of the Endesa Group i6 @08 2005 is as follows:

Headcount
2006 2005
Electricity business in Spain and Portugal 12,69¢ 12,83:
Electricity business in the rest of Eurc 2,172 2,33:
Electricity business in Latin Americ 12,07¢ 12,10¢
Other businesses — 23
TOTAL 26,94¢ 27,29/
Headcount
2006 2005
Executives 736 733
University graduate 6,541 6,457
Further education college gradua 6,395 6,455
Middle managemer 6,987 7,29¢€
Clerical staff and manual workers 6,28¢ 6,355
TOTAL 26,94¢ 27,29/
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28. Events after the balance sheet date

One condition of the takeover bid for all the skas&€Endesa launched by E.On was that certainlAstiof the corporate bylaws of
Endesa, S.A. be amended.

In order to enable the shareholders to decide @wchlange in the corporate bylaws on which E. Onenilacbid conditional, the
Company’s Board of Directors called an Extraordin@eneral Meeting on 20 March 2007 and resolvaguhioa premium for attending the
Meeting of EUR 0.15 per share.

On 6 March 2007, E.On eliminated from the condgiofithe takeover bid the condition relating to thange of Endesa’s corporate
bylaws and, therefore, the Board of Directors ofi&a decided to cancel the EGM.

Despite the cancellation of the EGM, the Board wéEtors decided to pay the attendance premiunfi tbeashareholders who, provided
they met the conditions for being able to recehadttendance premium, had sent the Company thevgotation that would have been
required to attend the EGM. The number of sharewfich the documentation required to be able tecbthis amount represents 93.2% of
the share capital and, therefore, EUR 148 milli@menpaid to the shareholders in this connection.

On 27 February 2007, Enel S.p.A. (“Enel”) notifidsd CNMV that it had acquired shares representiigo®f the share capital of
Endesa, S.A. within the framework of that comparsgfategy to strengthen its position in the Europelactricity market. On 1 March 2007,
Enel S.p.A. gave notice of the submission to th&eG@Nd the competent bodies of the Ministry of IndusTourism and Trade of the
application for authorization to acquire share&oflesa representing more than 10% of its shar¢ataypi to a limit of 24.99%.

In March 2007 Enel notified the CNMV of the arrangent of derivatives contracts with UBS Limited aviddiobanca the underlying of
which is a maximum number of Endesa shares repingel?.98% of the share capital of Endesa, S.A.

On 26 March 2007, Enel and Acciona, S.A. (“Accignafinounced an agreement to gain joint control tveCompany, which would
require the launch of a joint takeover bid the figaition of which is subject to certain conditioifie CNMV has declared that it will not
authorize such a takeover bid until six months helapsed from the settlement of the takeover bil.6fn, which was in progress at the date
of preparation of these consolidated financialestegnts (see Note 13). Should E.On decide not tepbwith its bid, this period would not

apply.
In February and March 2007 Endesa Chile exerctseuré-emption rights on third-party ownership iats of 5.5% in Costanera, 25%

in Hidroinvest and 2.48% in Hidroeléctrica El Chac&ollowing these acquisitions, the Endesa In@aomal Group now has investments of
25.36% in Costanera and 23.52% in Hidroeléctric&ldcon.

On April 2, 2007, E.On, Enel and Acciona annountted they had reached an agreement in the evdriesathat 50% of Endesa’s
shareholders accepted the E.On tender offer. In anevent, E.On would formally withdraw its tendéer and Enel and Acciona would
launch their tender offer for the ordinary shamed ADSs of Endesa. If the Enel/Acciona tender offas successful and the two companies
gained control of Endesa, Enel and Acciona woulddogiired to sell certain Endesa assets to E.On.

On April 10, 2007, the CNMV announced that the Et@mder offer failed, as only 6.01% of Endesa’sshalders accepted the tender
offer and E.On did not waive the tender offer ctindithat the tender offer be accepted by at I88$11% of Endesa’s share capital.
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On April 11, 2007, Acciona and Enel announced atjtander offer for all of the outstanding ordinahares and ADSs of Endesa. The
offer consists of € 41.30 in cash for each ordirdrgre and ADS of Endesa.

On April 26, 2007, Spain’s Comision Nacional de i@ authorized Enel Energy Europe, a company fuliped by Enel S.p.A., to
increase its stake in Endesa share capital up.892el

As of the date, the tender offer is currently ia firocess of administrative authorizations.

29. Transition from Spanish GAAP to International Finacial Reporting Standards (IFRS)

Until 2004 the Group prepared its financial statetaén accordance with the accounting principles standards in force in Spain
(“Spanish GAAP or Endesa’s Previous GAAP”). Fron@2@nwards the Group is preparing its financialesteents in accordance with the
International Financial Reporting Standards adoptethe European Union, in conformity with Reguat{EC) No. 1606/2002 of the
European Parliament and of the Council.

The figures for 2004 in these financial stateméiatge been reconciled in order to present themdoradance with the same principles
and criteria as those applicable to those for 28@86ept for the fact that the Group applied theeetion provided for in IFRS 1 making it
possible not to apply IAS 32 (Financial Instrumeltsclosure and Presentation) and IAS 39 (Findmegruments: Recognition and
Measurement) for the financial statements for 2004.

The conversion of the Spanish GAAP financial staets to IFRS involves applying these principles atiigéria retrospectively, except
in the following cases in which the Group decidedpply the exceptions provided for in IFRS 1:

* It has opted not to apply IFRS 3 retrospectivelpusiness combinations occurring before Janua?p@4, and to retain the goodwill
recognized in accordance with Spanish GAAP.

» The depreciated cost of the property, plant andpegent on January 1, 2004, as accepted in the Sp&AAP financial statements,
remained the depreciated cost of the assets thlatlm asset revaluations made in accordance watketfislation in force in the
countries in which certain Endesa Group companpesaie that had been accepted in the Spanish GlARdial statements.

* The translation differences arising on or afterudem 1, 2004 were transferred to reserves.
The reconciliation of the equity on January 1, 2084ccordance with Spanish GAAP and IFRS is Hevis:

Millions of Euros

Equity of
Equity of the
Minority
Parent Interests Total

Balance at 01/01/04 under Spanish GAAP 8,801 — 8,801
Inclusion of minority interests (a) — 4,94t 4,94=
Recognition of goodwill in local currency (b) (263) (52) (314)
Derecognition of deferred charges (c) (247) 9) (256)
Equity accounting adjustments (e) (189) — (189)
Provision for dismantling of assets (g) (134) — (134)
Tax-related temporary differences (h) (35) (92) (126)
Provision for major repairs (i) 39 — 39
Exchange gains (j) 57 — 57
Adjustment of other provisions to IFRS (k) 178 9 187
Other adjustments (28) (52) (80)
Balance at 01/01/04 under IFRS 8,17¢ 4,751 12,93(
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The reconciliation of the profit for 2004 and thgugy on January 1, 2004, the date of transitiol~®S, and on December 31, 2004,
between Spanish GAAP and IFRS is as follows:

Millions of Euros

Share
Capital,
Reserves and
Translation Minority Total
Profit Differences Interests Equity

Balance at 31/12/04 under Spanish GAAP 1,37¢ 8,09¢ *) 9,477
Inclusion of minority interests(é — — 5,711 5,711
Recognition of goodwill in local currency( — (263) (52) (314)
Derecognition of deferred charges 23 (247) 9) (233)
Amortization of goodwill(d 215 — 52 267
Equity accounting adjustmentsi (26) (189) — (215)
Adjustments for inflation(f (138) — (192) (329)
Provision for dismantling of assetsi 3 (134) — (131)
Tax-related temporary differences|( — (35) (93) (128)
Provision for major repairs( (15) 39 — 24
Exchange gains( (35) 46 — 11
Adjustment of other provisions to IFF(k) (157) 178 (10) 11
Other adjustment 4 (18) 4) (18)
Balance at 31/12/04 under IFRS 1,25: 7,47¢ 5,40% 14,13:
Preference shar(l) — — (1,500 (1,500
Measurement of derivativi(m) — (137) (7) (144)
Effect of companies accounted for using the equity

method — (18) — (18)
Market value of publicly listed shar(n) — 27 — 27
Derecognition of regulatory asseo) — (64) (67) (131)
Balance at 01/01/05 under IFRS 1,25: 7,282 3,831 12,367

(*) Under Spanish GAAP, the balance of Minority Intésetoes not form part of Equity.

The main adjustments made to the consolidated dinhstatements for 2004 are as follows:

a) Inclusion of minority interests

Under Spanish GAAP, equity included only equityresponding to the shareholders of the Parent. Hewwemder IFRS equity includes
the equity corresponding to the shareholders df b Parent and the minority interests. Therefivebalance of minority interests in the
consolidated balance sheet of Endesa prepared¢andance with Spanish GAAP is included under thedivey Equity in the IFRS
consolidated balance sheet.

b) Recognition of goodwill in local currency

Under Spanish GAAP, goodwill is classified as aseasf the acquirer and, therefore, it is recoghirethe acquirer’s functional
currency. However, under IFRS, goodwill is deenetd an asset of the company acquired.

Based on the above, Endesa had recorded a poftibe goodwill that arose on the acquisition ofiha@merican companies in euros;
however, in accordance with IFRS, this goodwill s recorded in local currency. Since these comepgamere acquired, the related local
currencies have depreciated with respect to the &ual, accordingly, the value of the goodwill isvér under IFRS than under Spanish
GAAP.
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c) Derecognition of deferred charges

Under Spanish GAAP it is possible, under certaiowrnstances, to recognize as assets expensesssdefeered charges; however, ur
IFRS, expenses of this nature may not be capithlizkerefore, in order to convert the Spanish GAARsolidated financial statements of
Endesa to IFRS, it was necessary to derecognize tapitalized expenses, which relate mainly torlédirce restructuring costs to be
recovered through costs of transition to competiiCTCs"). Also, the capitalized debt arrangemexpenses were deducted from the
liability recognized in relation to this debt.

d) Amortization of goodwiill

Under Spanish GAAP, goodwill must be amortizedeysttically over a maximum period of 20 years. Pamsto Spanish GAAP,
Endesa was amortizing goodwill over 20 years, sihiszwas considered the average period over whishgoodwill would be recovered.

IFRS does not consider that there is a systematiting in value of goodwill and, therefore, it istramortized. IFSR does require,
however, a periodic analysis of its recoverabilitilis analysis was also required under Spanish GAARrefore, the goodwill amortization
charge recognized in 2004 was eliminated whenRRSIconsolidated income statement was prepared.

e) Equity accounting adjustments

Under Spanish GAAP, a significant influence is ¢desed to exist when 3% or more of a publicly listmmpany is held. Therefore,
such companies could be accounted for using thigyemethod. However, under IFRS, in order to acédanan investment using the equity
method it is necessary to demonstrate that sigmfilmfluence exists, which is presumed to be s avhen an ownership interest of 20% or
more is held.

In addition to the change in the companies accalfwteunder the equity method, the difference mhlue of the investees accounted
for by the equity method arose mainly as a reduthe effect of the adjustments made at these compan the conversion from Spanish
GAAP to IFRS.

f) Adjustments for inflation

Under Spanish GAAP it was possible to retain adjesits for inflation at consolidated companies ofirggein countries whose
accounting legislation permitted such adjustments.

Under IFRS, in order to make such adjustmentsifitation the country in which the company operatest be hyperinflationary, based
on the requirements contained in IFRS for countadse classified as such.

The analysis performed disclosed that none of thmfries in relation to which Endesa has been nga&djustments for inflation, name
Chile, Colombia and Peru, qualify as hyperinflatipnand, therefore, the adjustment for inflatiordem@ursuant to Spanish GAAP in 2004
was reversed when the financial statements wereectad to IFRS.

g) Provision for dismantling of assets

When it is foreseen that at the end of the us@&ibf an asset it will be necessary to incur adighantling expenses, IFRS require that
these expenses be estimated and that the carnyiagra of the assets be increased by the presare wathese expenses and that the related
provision be recorded. When these estimated expersancluded in the carrying amount of non-cureessets, they are depreciated over the
useful life of the assets. Endesa made these atilmod to reconstruct the cost and
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accumulated depreciation of the assets from the @latvhich they became operational and made thresmonding adjustment when the
Spanish GAAP financial statements were convertdBRS.

h) Tax-related temporary differences

Under both Spanish GAAP and IFRS, deferred taxtassdiabilities must be recognized for the diéfieces for tax and accounting
purposes in the dates on which liability for the aaises.

Under Spanish GAAP, in order to recognize defetasds there must have been a timing difference ditvthe date of recognition for
accounting purposes and the date of the relatecetaxn. However, IFRS require the use of the bmdasheet liability method, whereby any
difference between the carrying amount and thdtese of an asset or liability gives rise to a defietax asset or liability that must be
recognized. When Endesa’s financial statements a@reerted to IFRS, the adjustments required toptpmvith this requirement were
included. In this adjustment it is not included thr effect of the rest of the adjustments incluthetthe reconciliation as they reflect the effect
net of taxes.

i) Provision for major repairs

Under Spanish GAAP, provisions must be recordedhferscheduled periodic maintenance of generasiatjtfes so that when the
overhauls are carried out the cost thereof haa@rbeen recognized in the income statement andswoed. Under IFRS such provisions
may not be recognized, since it is not permittecetmgnize expenses early or to recognize futatsliiies and, therefore, the related costs are
charged to income in the period in which they araired. Consequently, in the conversion of thesobdated financial statements prepared
in accordance with Spanish GAAP to IFRS, theseipians were derecognized.

j) Exchange gains

Under Spanish GAAP, exchange gains may only begrézed in income when they have been realized | theth they are classified as
deferred income on the liability side of the baksbeet.

Under IFRS, both foreign exchange losses and exgghgains are recognized in income on an accrué.bdserefore, when the Spanish
GAAP financial statements were converted to IFRS liability recognized for unrealized exchangengawas eliminated.

k) Adjustment of other provisions

Under Spanish GAAP, the principle of prudence pitexaver all other principles, making it possibterecognize provisions in
accordance with the principle of prudence evehefgirobability of the risk materializing is lesath50% or in order to cover existing
uncertainties.

Under IFRS, in order to be able to recognize aigion, it must be more likely than not that theneill materialize and it must be
possible to measure the risk with sufficient reliab

Based on these differences, certain provisionsgreized by Endesa in the balance sheet at Decerib@083, under Spanish GAAP
were not acceptable under IFRS. These includertngsgion for all the investment risk and direct andirect loans relating to the Argentine
companies. Since some of these provisions weregegén 2004, the income recognized in accordariteSpanish GAAP in 2004 as a re!
of the reversal of the provisions did not constitunicome for IFRS purposes because the provisiohsal exist.
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Elimination of extraordinary items

There are no extraordinary items in the IFRS incetaéement and, therefore, the extraordinary itexoggnized in the Spanish GAAP
income statement must be reclassified to otherihgadased on their nature, which does not havmpact on the net profit, although it dc
affect the various margins in the income statement.

Netting off of power sales and purchases

Under IFRS, the income of the electricity distribuatactivity in Spain is recorded only for the réggad margin recognized for this
activity, since the remainder of the income recegdiunder Spanish GAAP relates to the automatigaigof certain costs of the distribut
mostly power purchases.

Also, the sales to the wholesale market of the @mproducer in Spain that are made in the same liamd, and therefore at the same
price, as the purchases made in that same markbehlgroup’s retailer are eliminated in accordanith IFRS and, accordingly, neither the
income nor the expense is disclosed.

Under Spanish GAAP, based on the formal transazfi@nformed, both the income and the expense scoded.

The effect of netting off these expenses and incdisdosed in accordance with Spanish GAAP lededaiction in the income under
IFRS in 2004, although it did not have any effattloe net profit or on the various margins in theome statement.

Application of IASs 32 and 39

The main adjustments made at the beginning of 200&pplication of IASs 32 and 39 were as follows:

[) Preference shares

Under Spanish GAAP, since preference shares aresbhsubsidiaries held by third parties, theydassified as minority interests.
However, under IFRS, since the holders of suchesharre entitled to a dividend when Endesa repatssaolidated profit and, therefore, they
do not have the capacity to decide whether a didds paid on these shares, they are classifiedfiaancial liability.

m) Measurement of derivatives

Under Spanish GAAP, if derivatives are deemed thdaging instruments they are not measured anckshdt they produce is allocated
to income on an accrual basis. Derivatives thahatdedging instruments must be measured andvésfmo is recorded if the measurement
carried out indicates a loss. No accounting ergtingecognized if the measurement discloses a &t defines more strictly the conditions
that have to be met in order for a derivative taldy for hedge accounting. Also, all derivativas aneasured at fair value and are recognized
in equity or in profit or loss, depending on thpeyof derivative involved.

n) Market value of publicly listed shares

Under IASs 32 and 39, investments in publicly listempanies over which a significant influencexsreised must be recognized at
their market value. Under Spanish GAAP, such inwesits are recognized at the lower of cost and riériee percentage of ownership is
lower than 3%; if it is 3% or higher, the investrteeare accounted for using the equity method. Toereat the beginning of 2005, when
IASs 32 and 39 were applied for the first time, & changed the value of these investments tatréflem at their market value.
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o) Derecognition of regulatory assets

Under Spanish GAAP, certain Latin American regulatmssets were recognized as financial assetsithuiod qualify for recognition as
such under IASs 32 and 39. Therefore, these iteans adjusted in the first-time application of thes8s.

30. Differences between IFRS and United States Gengré@ltcepted Accounting Principles

As discussed in Note 2.1, the accompanying findistéements were prepared in accordance withriatemal Financial Reporting
Standards (“IFRS”) as adopted by the European Umioconformity with European Regulation (EC) N606/2002 of the European
Parliament and of the Council. For Endesa theramarmdifferences between IFRS as adopted by therfelURRS published by the
International Accounting Standards Board (“IASB").

Until 2004 Endesa had prepared its financial statgmin accordance with accounting principles gaheaccepted in Spain (“Spanish
GAAP"), Endesa’s Previous GAAP. Spanish GAAP is cannparable to information prepared in accordanitie WRS. A reconciliation of
opening equity balance and net income for the flinsincial year beginning on January 1, 2004 frgmarsh GAAP to IFRS is included in
Note 2—"Transition from Spanish GAAP to IFRS".

International Financial Reporting Standards diffecertain significant aspects from accounting giptes generally accepted in the
United States of America (“U.S. GAAP"). These diffaces are discussed in the following paragraphs.
Reconciliation of net income and stockholders’ eqty from IFRS to U.S. GAAP

Under U.S. GAAP, equity consists only of equityresponding to the shareholders of the Parent Coymparder IFRS equity includes
the equity corresponding to the shareholders df bwt Parent and the minority interests. As exglaibelow, to arrive at equity of the Parent
Company under U.S. GAAP from equity under IFRS inécessary to deduct the amount belonging to ityrinterest, which does not mean
that the equity corresponding to the shareholditiseoParent Company has been reduced in any caswdhis adjustment.
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The following table (“Reconciliation Table”) is ammary of the adjustments to consolidated net ircand to consolidated
shareholders’ equity that would have been requfredS. GAAP had been applied instead of IFRS:

Net Income Equity
Item For the years endec For the years endec
# December 31 December 31
2004 2005 2006 2005 2006

Millions of Euros

Amounts per accompanying Financial statements

Of the Parent Company 1,25 3,182 2,96¢ 11,59C 11,291
Of the Minority interest 408 575 829 4,737 4,645
Total 1,661 3,757 3,79¢ 16,327 15,93¢
Increases (decreases) due
Minority interest 1 (408) (575 (829 (4,737) (4,64%)
Reconciliation adjust. for inflation of foreign

subsidiaries 2 84 93 63 (1,29€) (1,144
Adjustments to the cost of property and equipn 3 148 125 109 (1,22%) (1,11¢)
Revenue recognitio 4 76 (17) (57) 134 73
Planned major maintenance activit 5 22 — — — —
Sale and lease back involving real es 6 14 14 14 (99) (85)
Accounting for certain investments in equity

securities 7 42 (219) (42) (154) —
Goodwill arising under U.S. GAA- business combinatior 8.1 — — — 642 642
Goodwill amortizatior 8.2 — — — 622 579
Reversal of goodwill impairmel 8.3 57 — — 57 56
Negative goodwil 8.4 1) 1 1 (3) 2)
Termination benefit 9 (231) (187 97 590 687
Pension plans - Prior Service Costs of Plan

Amendment: 10.1 (19) (19) (19) 124 —
Pension plan- Actuarial gains and loss: 10.2 — (323) 24 — —
Derivative instruments and hedging activi 11 26 2) (84) 30 35
Treasury stocl 12 (16) — — — —
Translation gains or losses in intercompany’s

transaction: 13 1 5 — — —
Currency translation adjustme 14 — (32) — — —
Tax effect of the above adjustme 15 33 249 (200) 743 544
Effect of minority interest of the above adjustns (135) (146) 41 255 215
Amounts in accordance with U.S. GAAP before

cumulative effect of a change in accounting princile 1,454 2,724 2,91€ 12,01C 11,77¢
Cumulative effect of a change in accounting priteci
Planned major maintenance activit 5 — 43 — — —
Tax effect of the above adjustme — (24) — — —
Effect of minority interest of the above adjustns
Amounts under U.S. GAAP corresponding to Parent

Company 1,454 2,758 2,91€ 12,01C 11,77¢
Basic and Diluted Earnings per share before cumulate

effect of a change in accounting principle 1.4 2.6 2.8
Cumulative effect of a change in accounting princile per

share — 0 —

Basic and Diluted Earnings per share in accordanceith
U.S. GAAP 1.4 2.6 2.8
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The last adjustment in the reconciliation referthmsum of the minority interest effect of eactoreciling adjustment. For the first
adjustment see below subnote 1 in this Note.

Millions of Euros

Statements of changes in sharehold’'s equity 2004 2005 2006
U.S. GAAP shareholders’ equity at the beginning ofhe year 8,73€ 9,37¢ 12,01
Movements during the year:
Net income for the ye 1,454 2,753 2,91¢
Interim dividend (288) (323) (529)
Supplementary dividen (464) (494) (2,21%)
Accumulated other comprehensive income (Ic
Currency Translation Adjustme 52 873 (388)
Derivative instruments, net of t: (207) (148) 67
Available-for-sale securities, net of tax effe (63) 14 17
Application of SFAS 158, net of tax effe — — (74)
Treasury stocl 44 — —
Other 9 (38) (26)
U.S. GAAP shareholders’ equity at the end of the y& 9,37 12,01C 11,77¢

The differences included in the Reconciliation Eadbove are explained in the following items:

1. Minority interest

Under U.S. GAAP, shareholder’s equity and net inegsrmade up only of the equity portion attributeequity holders of the Parent
Company. However, under IFRS equity and net incoroleide the equity and net income correspondirtheéoshareholders of both the
controlling shareholder and the minority intereStserefore, an adjustment to reconcile to U.S. GA&\Recorded in order to exclude the
Minority Interests portion of shareholder’s equdtyd net income.

As explained further on “16. Classification diffaoes between IFRS and U.S. GAAP”, within “16.3 Desmlidation of Endesa Capital
Finance, LLC”, in 2004 € 1,500 million of preferenshares issued by Endesa Capital Finance clakasieninority interests under IFRS is
reclassified to long-term debt in the ConsoliddBathnce Sheet under U.S. GAAP at December 31, 28dditionally, € 60 million that is
classified as income (loss) attributed to minonitgrests in the Statement of Income for the peeioded December 31, 2004 under IFRS is
reclassified to financial expenses under U.S. GARRs adjustment is not included in the ReconédiafTable as it does not affect net incc
and shareholder’s equity.

2. Adjustments for Inflation of Foreign Subsidiar@

As indicated in Note 29, under IFRS Endesa has mad®f the IFRS 1 exception and has maintainehflaion adjustment previous
recorded under its previous GAAP as part of the@mpted cost of the property, plant and equipraédainuary 1 2004 for each respective
subsidiary where such adjustment had been madechrdance with IFRS such exception was not peaxthftir the goodwill in each
respective Foreign Subsidiary with inflation adjuent, therefore such effect was eliminated in ite fime adoption of IFRS.

Such IFRS 1 exception is not allowed under U.S. GAtherefore Endesa presents a reconciling iteralfanflation effects maintained
in Endesa’s IFRS balances for the depreciatedafdke property, plant and equipment inflation atlipent until the first application of IFRS
and an increase in income of each year that refsaitsthe recalculation of the depreciation expemsa historical cost basis without inflati
effect, which is being amortized as part of thepeesive cost of such assets over their respectiveining useful life.

F-124




3. Adjustments to the cost of property and equiprmen
3.1. Elimination of legal restatements of Spanishixed assets

As described in Note 3-a, the cost and accumulddpdeciation of the utility plants includes theedssvaluation permitted in the various
countries to correct the value of the propertynplnd equipment for the effect of inflation. Tlveefl assets in Spain of Endesa Group were
revalued based on a one-time adjustment in 19@6dordance with Spanish regulations.

As indicated in Note 29, under IFRS Endesa has madef the exception permitted by applying the3FRand has maintained the
depreciated cost of the property, plant and equipirael January 2004 including asset revaluations.

Under U.S. GAAP, such revaluations are not perwhitidhe adjustments shown in the reconciliationddela reduction in shareholders’
equity to eliminate the revaluations made in Spaid an increase in income of each year resultom the recalculation of the depreciation
expense based on historical cost.

The inflation adjustment for countries outside 8d#s been considered in the Adjustment for Infrabf Foreign Subsidiaries as
described above.
4. Revenue recognition
4.1. Up-front Fee

Under IFRS, in accordance with IAS 18 revenue raitam regarding entrance fees (certain “up frdies) depends on the nature of the
services provided. If the fee includes only theamte, and all other services or products are foaiseparately, or if there is a separate annual
subscription, the fee is recognized as revenue #ignificant uncertainty as to its collectibilixists.

Under U.S. GAAP Staff Accounting Bulletin No. 1(Revenue Recognition in Financial Statements, (SABrhodified by SAB 104, or
SEC Staff Accounting Bulletin Topic 13-A.1, ReverRRecognition) guidance is followed.

Under IFRS, such entrance fee collected by Elattrigistribution Activities from new customers ismtsidered to be a standalone
transaction and all other services are paid foarsply, therefore such fee is recognizedropt as revenue when no significant uncertaint
to its collectibility exists.

Under U.S. GAAP, such entrance fee which is comeidiéo be revenue earned from access and simigageb should be recognized ¢
the estimated life of the customer relationship.

The effect of the deferred and released revenume fndor periods has been recorded as a reconailidiém from IFRS to U.S. GAAP.

4.2. Revenue Recognition in Brazilian Subsidiaries

Some Brazilian subsidiaries which are considerdittoegulated enterprises have recorded the resemgedeferred the costs establis
by the Brazilian Government to compensate the &ffetthe energy shortage in 2002 and 2001.

As explained in Note 29, the Group has not adofA&d32/39 for Endesa’s financial instruments anddieg accounting for the year
2004. Rather it has used for the year 2004 Endé&saldous GAAP. During 2004 these revenues andidefeosts were considered in
Endesa’s Previous GAAP as financial assets - adsganeivables fully recognized for Spanish GAARposes.

Endesa has applied IAS 32/39 as of January 1, 20@&Ecordance with the IFRS accounting guidaruese financial assets - accounts
receivables recorded under Endesa’s Previous GAA® Rot
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meet the definition of financial assets accordm¢AS 39 and therefore those assets have beentedjmsEndesa’s IFRS financial statements
in the first-time application of IAS 32/39 as ohiary 1, 2005.

Under U.S. GAAP, in accordance with EITF Issue 92A¢counting by Rate-Regulated Utilities for théfdets of Certain Alternative
Revenue Programs”, under U.S. GAAP an asset stautdcorded for the part that will be recoverethmnext 24 months. Therefore, as of
December 31, 2004, the Group has reversed theptre asset (under Endesa’s Previous GAAP coreidas financial assets - accounts
receivables) that would be recovered in a periogdo than 24 months. As of December 31, 2005 af6,2ue to the firstime application o
IAS 32/39 on January 1, 2005, which removed allabsets recorded under Endesa’s Previous GAARdhgany has recorded under U.S.
GAAP the part that will be recovered in the nexti2dnths. Under U.S. GAAP for 2006 and 2005, therded assets are not financial assets
but are intangible assets. Therefore the effetitiefadjustment in the reconciliation to U.S. GAKRin increase in net income o8& million,

a decrease of € 7 million and a decrease of € 8ibmfor the years ended December 31, 2004, 20@52006 respectively. And an increase
in equity of € 234 million and € 167 million fordtyears ended December 31, 2005 and 2006 respgctive

5. Planned Major Maintenance Activities
Under IFRS planned major maintenance activitiesapensed as they are incurred.

Prior to January 1, 2005, Endesa used the accrethion to account for such costs in accordance Wigh GAAP. Under the accrual
method, the estimated cost of the initial overhaualccrued to the overhaul. At that time, the datoat of overhaul is charged to the accrual,
with any deficiency or excess charged or creditegidpense. The cost of the next overhaul is themated and accrued to that overhaul, at
which time the process is repeated. From Janua2@Q5 these costs are being expensed as theycaredd.

The cumulative effect of the change in principlelenU.S. GAAP ( € 43) million has been includedhia U.S. GAAP net income for the
period ended December 31, 2005, eliminating thegedlreconciling difference between IFRS and U/SAB that existed at December 31,
2004.

As of December 31, 2006, there is no reconcilirifedince between IFRS and U.S. GAAP.

6. Sale and leaseback involving real estate

In 2003 Endesa Group sold and leased back cedairestate assets, including its main office bngdio a third party, which is not a
Special Purpose Entity (SPE) as defined in U.S. BAA

Under IFRS, if the sale-leaseback transaction t&gulan operating lease, the gain or loss ondled the asset should be recognized
immediately if the sale is made at fair value. Rdlgs of the sale price, if at the time of a dasseback transaction the asset’s carrying
amount exceeds its fair value, the excess shoutddmgynized immediately as a loss. Sale-leaselankdctions involving real estate should
be accounted for in the same manner as otheraasetback transactions.

Under U.S. GAAP, only the gain on the sale in exadghe present value of the minimum lease paysisnecognized at the date of the
sale in the case that the seller has leased bagk timan a minor portion of the asset. The remaigaig is deferred and amortized in
accordance with U.S. GAAP, i.e. amortized in eqnahthly amounts over the lease term because teebaak has been classified as an
operating lease.
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7. Investments in debt and equity securities
7.1. Accounting for certain investments in debt an@quity securities

As explained in Note 29, the Group has not ado&d32/39 for Endesa’s financial instruments anddieg accounting for the year
2004. Rather the Group has used for 2004 Endesaisadas GAAP, Spanish GAAP. Therefore during thary2004, prior to the first
application of IAS 32/39, the accounting policies §ome equity securities, in accordance with 3Fa@GAAP, Endesa’s Previous GAAP,
required the equity method of accounting for inmestts in listed equity securities where the invekedd more than 3% irrespective of
whether or not the entity could exercise signifidafluence. However, during 2004 under IFRS theoanting value of these investments
were held at their carrying amounts as of DecerBhe2003. Other debt securities were recordeditilinost plus interest.

As indicated in Note 29 Endesa has applied IAS 3280f January 1, 2005. In accordance with IFR®w@atting guidance, financial
assets in debt and equity securities should bededalepending on their initial classification. Esd'’s investments in debt and equity
securities basically were considered as availabledle at fair value with changes in equity.

U.S. GAAP (SFAS No. 115) requires investments imkatable debt and equity securities to be classli@sed on the purpose for which
they were acquired (held-to-maturity securitieading securities and available-for-sale securiti€sg treatment of the unrealized gains and
losses differs depending on the classificationealized gains and losses (except other than temypion@airments) on securities which the
company considers held-to-maturity are not recardackalized gains and losses on securities coregidevailable-foisale are not recorded
the income statement but as a separate compontre shareholders’ equity, “Other comprehensigeiime”; unrealized gains or losses on
trading securities are recorded in the income istaie. Market value is determined using the yearraatket price.

For U.S. GAAP purposes, unrealized gains/lossegaidrities considered available-for-sale are inmllith shareholdergquity until they
are realized or recorded into earnings due to dtter temporary decline of value.

Therefore the Group included a reconciliation itemthe period ended December 31, 2004 in ordedjost all investments in debt and
listed equity securities from cost and equity mditas required according to Endesa’s Previous GAARjir value with changes in equity as
required under U.S. GAAP.

Since Endesa has applied IAS 32/39 which is siniddhe principles under U.S. GAAP for these typEmvestment, no item has been
included in the reconciling table.

The following supplementary information presentsZ006 the aggregate amount of unrealized gaindcmsés under U.S. GAAP; the
aggregate relate to the fair value of Endesa’sstments and the unrealized gains or losses segrebntthose that have been in a continuous
unrealized gain or loss position for less than Tihtins and those that have been in a continuouslized gain or loss position for 12 months
or longer.

Millions of Euros

Total Gross
Original Unrealized Unrealized
Gains less Gains Unrealized
Equity Security Cost Fair Value than 12 months previous years Gains
Red Eléctrica de Espafa 20 132 26 86 112

Goodwill from equity investment was recorded aji@nn the amounts of each respective investmentniBddesa’s Previous GAAP.
Due to the first application of IFRS the goodwillemuity investment was recorded in equity investmi addition, the amount of Endesa’s
previous proportional equity investment recordedarrEndesa’s Previous GAAP was adjusted for thécgpipn of IFRS in such investment.
In order to recognize the effects of the first égailon of IFRS to Endesa’s equity investees
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(mainly in Auna) such effect was recorded agaiettined earnings, instead of adjusting the goodedibgnized under Endesa’s Previous
GAAP.

Under U.S. GAAP goodwill of each equity investmesats initially recorded considering initial alloaai of the proportional equity
investment in accordance with U.S. GAAP, unrecoridéghgible assets and the remaining goodwillhia tespect, goodwill of Endesa’s
equity investment in Auna under U.S. GAAP was défd than as recorded under Spanish GAAP, End&satsous GAAP, due to different
proportional equity under both GAAPs. This effeitt dot produce any significant reconciliation diface between U.S GAAP and Endesa’s
Previous GAAP since it related basically to a resification between goodwill and proportional egyarticipation both within financial
investment in equity investee under U.S. GAAP.

However, due to the application of IFRS in Endegadportional equity investment in Auna, Endesaihaekided a reconciling item in
order to reverse the effects of the first applmainf IFRS for Endesa’s participation in Auna, whigas recorded as reserve for the first
application of IFRS and for recording such invesitrend goodwill in accordance with U.S. GAAP. Sddference relates to the different
Goodwill for equity investment under U.S. GAAP, IERnd Spanish GAAP, Endesa’s Previous GAAP.

Since the Company sold a significant part of itsiggnvestment during 2005 (27.7% in Auna) as axpd in Note 9 a major
proportional part of the U.S. GAAP goodwill for thespective disposal was recorded in earnings degar's reconciliation between IFRS to
U.S. GAAP.

Following this sale the Group had an ownershipregeof 5.01% in Auna which was transferred to “Neurrent Financial Assetsih the
accompanying consolidated balance sheet, wherassclassified at 31 December 2005.

During 2006, the Company has sold the 5.01% in Austill held, as explained in Note 10 the remaghamount of the U.S. GAAP
goodwill for the respective disposal was recordedarnings in Endesa’s reconciliation between IERS.S. GAAP.
7.2. Accounting for certain investments in equity ecurities—Unlisted Equity Investments

During 2005, Endesa disposed of a significant phits equity investment in Auna, an unlisted egiitvestment. The remaining
participation was classified under IAS 32/39 aslabée-for-sale. IFRS requires investments in uglisequity investments for which a fair
value can be reasonably estimated to be recordail &alue with changes in fair value recordeddserves within shareholders’ equity.

U.S. GAAP requires that unlisted equity securiteebe recognized at cost with any impairment les®gnized in earnings.

In 2005, the Group has included this effect in Eadereconciliation in order to adjust from IFRSU4®G. GAAP.

During 2006 the Company disposed of the remaintligs @quity investment in Auna, Endesa has elit@dahe related reconciling
difference between IFRS and U.S. GAAP that existddecember 31, 2005.
8. Business Combinations and Goodwiill
8.1. Goodwill arising under U.S. GAAP—Business Comibation

Under IFRS, goodwill arising on consolidation regaets the excess of the cost of acquisition ovetoups interest in the fair value
the identifiable assets and liabilities of a sulasidat the date of acquisition. The assets aduilii@s acquired are measured provisionally at
the date on which control has been acquired, amdebulting value is reviewed in a maximum peribdree year from the date of
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acquisition. Until the fair value of the assets &adilities has been definitively determined, tliference between the cost of acquisition and
the carrying amount of the company acquired isgazed provisionally as goodwill.

As permitted by IFRS 1 for the first adoption oRIE the Company has applied an exception of notaeledéing all the effects of
business combinations prior to January 1, 2004efbee Goodwill for business combinations priodémuary 1, 2004, is measured as
recorded under Endesa’s Previous GAAP. Since Jariy@&004 goodwill has not been amortized, anyrmss combination was recorded in
accordance with IFRS 3, at the end of each rempperiod goodwill has been reviewed for impairm@et a reduction in its recoverable
amount to below its carrying amount) and any impaint has been written down, according to IFRS.

Under U.S. GAAP, assets acquired and liabilitiesiased are recorded at their estimated fair valres the excess of the purchase price
over the estimated fair value of the net identiadssets is recorded as goodwill. Under U.S. GAREN equity securities (including any
warrants, rights or options) are issued as conaiier in business combinations, their fair valuewsti be considered in order to determine the
purchase price (except those requiring additioealise to vest, which did not apply to Endesa). &md.S. GAAP, acquisitions are recorded
in accordance with the purchase accounting metdpdhis method, under U.S. GAAP the excess of thst over the fair value of acquired
assets and liabilities should be recognized asgiiod

On July 16, 1999, Sevillana de Electricidad, SFAerzas Eléctricas de Catalufia, S.A. (FECSA), Esapiriidroeléctrica del
Ribagorzana, S.A. (ENHER), Eléctricas Reunidas @&goza, S.A. (ERZ), Gas y Electricidad, S.A. (GE34nion Eléctrica de Canarias,
S.A. (UNELCO), Electra de Viesgo, S.A. (VIESGO) galtos del Nansa, S.A. (NANSA) were merged intddsa, S.A. (absorbing
company). Under the merger, which was effectiveafrounting purposes from January 1, 1999, therbhimgpcompany acquired the absor
companies’ assets and liabilities net of succedsaresactions by universal succession. The meogérplace through the exchange of the
shares held by the merged companmasiority stockholders for newly issued shares ofl€sa, S.A. Under U.S. GAAP such acquisition of
shares from the minority stockholders is accoufdedinder the purchase method. Accordingly, the obthe acquired company is measured
by the fair value of the equity securities issuad goodwill is recognized for the difference betwéee purchase price and the fair value of
the net assets acquired. Under Endesa’s PreviodsPGGguch acquisition was recorded using the “pgglmethod. Furthermore, under U.S.
GAAP the purchase of the shares from the minotiaglkholders is recorded on the consummation datieeofransaction (July 16, 1999) rat
than the accounting effective date. Accordinglynonity interest in the results of operations reearfor the period from January 1, 1999 to
July 16, 1999 has been adjusted in U.S. GAAP femilrposes of the purchase price allocation.

8.2. Goodwill amortization
Under IFRS, goodwill has not been amortized as filmendate of application of IFRS, January 1, 2004.
Under U.S. GAAP effective January 1, 2002, goodisitho longer being amortized.

8.3. Reversal of goodwill impairment

Under IFRS, with respect to cash-generating unitghich goodwill has been allocated, the recovditglzinalysis is performed
systematically at the end of each year or wheniév@considered necessary to perform such an aisaly
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The recoverable amount is the higher of fair vééiss costs to sell and value in use. Value in sisakien to be the present value of the
estimated future cash flows. In calculating theowetable amount of goodwill, the Group used the@ah use approach in practically all
cases.

In assessing the value in use, the Group preplaegsrojections of future pre-tax cash flows basethe most recent forecasts approved
by the Company’s directors. These budgets inclhdéest available estimates of the income and obsie cash-generating units using
industry projections, past experience and futupeetations.

These cash flows are discounted at a given preataxin order to calculate their present valuesTate reflects the cost of capital of the
business and the geographical area in which itadesr In order to calculate it, the current timigaf money and the risk premiums
generally used by analysts for the business andehgraphical area are taken into account.

If the recoverable amount of an asset is lessiteararrying amount, an impairment loss is recoegifor the difference with a charge to
the heading “Depreciation and Amortization Charigethe consolidated income statement. Impairmesgde on goodwill are not reversible.

During 2004 Endesa recorded an impairment lossruidRS for its cash-generating unit Coelce for amoant of € 57 million.

Under U.S. GAAP effective January 1, 2002, the @radopted SFAS No. 14&oodwill and Other Intangible Ass€iSFAS 142).
Under SFAS 142, goodwill related to subsidiaried aquity method investments is no longer amortinest its estimated useful life.
Goodwill on reporting units is tested for impairmen an annual basis and whenever indicators ofiment arise. Under U.S. GAAP, the
goodwill impairment test, which is based on failue is performed on a reporting unit level. Godtlem equity method investments
continues to be tested for impairment in accordavitte Accounting Principles Board (“APB”) Opiniond\18,The Equity Method of
Accounting for Investments in Common Si(“*APB 18").

The fair value of the reporting units for which giedll has been assigned was considered to be sterdasonably consistent
measurement of fair value measurements that indlbdéh income and market approaches. The incommagip, which has been applied,
considered the traditional discounted cash flowhmet Goodwill is being tested for impairment aPeicember 31 of every year.

Since under IFRS goodwill is tested at a lower le¥dinancial information (cash-generating unitisin the U.S. GAAP reporting unit,
the impairment recorded in 2004 under IFRS wasconsidered an impairment to a reporting unit undl&. GAAP; therefore it has been
reversed in the reconciliation note from IFRS t& UGAAP.

On December 31, 2006, 2005 and 2004, as a restiiedést performed, Endesa Group determined thahpairment under U.S. GAAP
was required for the goodwill.

8.4. Negative Goodwill

Under IFRS any excess cost of the acquisition tweracquiress interest in the fair value of the net identifialblssets acquired represe
goodwill and should be recognized as an asset. tiveggoodwill is recognized in earnings. When thisrapparently an excess of the
acquirer’s interest in the fair value of the neteds acquired over the cost of the acquisitionatitpuirer is required to undertake a
reassessment of the cost of the combination anddhie of the acquired assets and assumed liabilind contingent liabilities. If excess
continues to exist following the reassessmens, iecognized immediately in profit.

Under U.S. GAAP, the excess of the cost of an aeduentity over the net of the amounts assignessets acquired and liabilities
assumed is recognized as goodwill. In some casesum of the amounts assigned to assets acquiddihabilities assumed will exceed the
cost of the acquired entity (so-called
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“negative” goodwill). That excess should be allechas a pro rata reduction of the amounts thatwibe would have been assigned to all of
the acquired non-current assets except (a) finhasgets, other than investments accounted fondedquity method, (b) assets to be disposed
of by sale, (c) deferred tax assets, and (d) pdegssets relating to pension or other postretirétnemefit plans. If any excess remains after
reducing to zero the amounts that otherwise woaltttbeen assigned to those assets, that remakgagsis recognized as an extraordinary
gain in the period in which the business combimatiocompleted, unless the combination involvegiogent consideration that would be
recognized as an additional element of cost oatlgpiired entity. In this case, a potentially lessapunt is recognized as the extraordinary
gain.

All the negative goodwill recorded under SpanishAPAEndesa’s previous GAAP, has been reversed tmofirst adoption of IFRS.

Therefore the Group has included a reconciling iteimrder to reconcile the effects of the first bgation to IFRS to U.S. GAAP as
indicated above.

8.5. Goodwill Disclosure

Both U.S. GAAP and IFRS goodwill related to subsiiis are disclosed separately as an intangibét afsle goodwill on equity
method investments is included in the carrying amad the investments.

On December 31, 2006 and 2005, the carrying amairgsodwill under U.S. GAAP for each of Endesalsibess segment and
reporting units are as follows:

Domestic Latin America

electricity electricity activity
Millions of Euros activity Chile Brazil Others Italy France Portugal Total
Changes in the amounts of Goodwill - U.S. GAAP
Balance as of January 01, 2C 642 2,20€ 333 25 1,494 211 — 4,911
Additions — 3 — — — — 145 148
Retirement: — — — — — — — —
Translation difference — 623 64 7 — — — 694
Others — - = = = &6 = _06
Balance as of December 31, 2005 642 2,832 397 32 1,494 206 145 5,748

Domestic Latin America

electricity electricity activity
Millions of Euros activity Chile Brazil Others ltaly France Portugal Total
Changes in the amounts of Goodwil- U.S. GAAP
Balance as of January 01, 2C 642 2,832 397 32 1,494 206 145 5,748
Additions — — — 12 72 23 — 107
Retirement — — — — — — — —
Translation difference — (426) (7) — — — — (433)
Others — — — (2 1y = (94) (107)
Balance as of December 31, 2006 642 2,40€ 390 42 1,555 229 51 SilE

9. Termination Benefits

Under IFRS an entity shall recognize terminationdjis as a liability and an expense when theyehtis a detailed formal plan, without
realistic possibility of withdrawal, to terminateet employment of an employee or group of emplopedsre the normal retirement date.

Under U.S. GAAP in accordance with SFAS 88.15, gbeéermination benefits are recognized when thelegees formally accept the
offer and the amount can be reasonably estimated.

Therefore in Endesa’s reconciliation from IFRS t&UGAAP the Group has eliminated part of Endepedsision that did not meet U.S.
GAARP criteria.

F-131




10. Pension plans
Spanish Law Environment for Pension Plans

The EEC 80/987 directive, which deals with protattdf employees’ rights in case of employers’ imeaky, obligates all of its Member
States to adopt the necessary measures to prateentand retired employees’ interests. To implentieis directive, the Spanish parliament
approved in 1995, 1997 and 1998 certain laws thak with protection of employeepénsion rights. Following this legislation, all thensior
benefits related to employees and other benefisanere to be funded through pension plans oramear contracts. Except for certain
exceptions detailed below, under no circumstanaadadiit be acceptable to fund those benefits thinaeither internal funds or similar
instruments that represent the maintenance ofrtioyer’s entitliement over the contributed resosrdée transfer should not result in any
modification of the employees’ pension rights, gsleoth the employer and employees agree to sudHications. The due date for
externalization was November 16, 2002.

With this legislation, the Spanish government padstwo objectives:
* To protect the employees’ pension rights in cash@®mployer’s insolvency.

* To free employers from the need to manage the ressuegarding these obligations and transfer tbiekgations to financial and
insurance entities.

The law established a transition period for cersgiacific situations. In these cases, each compadyo set up a plan to balance its
obligations that set the transfer of funds, the pasvice costs and the pension benefits. The faodiibuted comprised the balances reco
in the balance sheet unless a different amounirals had been approved. If so, the difference shvate been accounted for before transfer.
When the plan included retired employees or oteaeliciaries’ benefits, the funds should not bégaesl to the current employees before
fully covering the accrued benefits obligations theese individuals. The maximum period to compthéetransfer was 10 years. The
maximum time to cover the deficit obligation shohlve been 15 years, with a minimum contributioB%feach year. After half of the
estimated period of the transfer, at least 50%hefdeficit should have been contributed.

With reference to insurance contracts, the law egththe premium to be financed over a 10-yeaioger

After the transition period, no further contributgto the plan or the insurance contract regargingected benefit obligations would be
required.
10.1. Prior Service Costs of Plan Amendments

Some of the costs in relation to past servicessduste been recognized in accordance with EndBsetdous GAAP, as deferred costs.
Upon the transition to IFRS as indicated in NotecZghd required by IFRS 1, these deferred costse haen totally eliminated.

Until 2006, under U.S. GAAP, those plan amendmtratrelate to prior service cost are recognizethdithe future service periods of
those active employees at the date of the amendnienare expected to receive benefits under the pla

Starting in 2006, U.S. GAAP, in accordance with SF68, requires the recognition as a componenthafr aomprehensive income (in
shareholders’ equity), net of tax, the prior seewosts or credits that arise during the periodabeiinot recognized as components of net
periodic benefit cost pursuant to FASB Statement8¥oEmployers’ Accounting for Pensiors, No. 106 Employers’ Accounting for
Postretirement Benefits Other Than Pensit

Those a mounts recognized in accumulated other @hepsive income, including prior service costsredits, are adjusted as they are
subsequently recognized as components of net pebedefit cost
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pursuant to the recognition and amortization prionis of those Statements. Due to this accountiafrimnent Endesa does not have a
shareholder’s equity difference between IFRS arl GAAP, only a difference in Net Income, as intécbabove.

However, for 2006, as the year of first adoptionhaf statement, prior service costs that have ebgen included in net periodic benefit
cost as of the end of the fiscal year in whichStetement is initially applied are recognized amponents of the ending balance of
accumulated other comprehensive income, net offay.required adjustment shall be reported as @mstdent of the ending balance of
accumulated other comprehensive income.

10.2. Actuarial gain and losses

Under IFRS as indicated in Note 3-I - Provisionsgensions and similar obligations, the amountefriet actuarial liabilities accrued at
yeal-end is recorded under Long-Term Provisions orittlity side of the accompanying consolidateddnale sheet and all actuarial losses
and gains arising in the measurement of thesditiabiand those arising from changes in the falug of the plan assets are recognized
directly under the heading “Equity—Retained Earsing

Until 2006, under U.S. GAAP, the actuarial gainasses must be amortized over the average remaseinvice period of active
employees expected to receive benefits under treqlin a faster period.

Starting in 2006, U.S. GAAP, similar to prior sewicosts further explained above, also in accomariihh SFAS 158, requires the
recognition, as a component of other comprehernso@me (in shareholders’ equity), net of tax, duacial gains or losses that arise during
the period but are not recognized as componenistgieriodic benefit cost pursuant to FASB Statdrihen 87,Employers’ Accounting for
Pensionsor No. 106 Employers’ Accounting for Postretirement Benefithgd Than Pensionguch actuarial gains and losses recorded in
other comprehensive income are then taken intinttene statement in future periods. However, coasisvith Endesa’s previous periods,
the accounting treatment followed by Endesa und&c BAAP is to record in earnings all effects dluacial gain or losses. Therefore, no
amounts are recorded in other comprehensive indbatavould be taken into the income statement faréuperiods. Due to this accounting
treatment, Endesa does not have a shareholdeiity éifference between IFRS and U.S. GAAP.

10.3. Pension plans disclosures

The following data present some supplementary im&tion regarding Endesa’s pension plans in Spairirahatin America.

The assumptions used in calculating the actuaaiility in respect of uninsured defined benefitigations, the actuarial liabilities for
the defined benefit obligations at 31 December 28@52006 and on the changes therein in the twisylee movements in the market value
of plan assets in 2005 and 2006 and defined bemesiision plan assets allocations by assets catag@gcember 31, 2005 and 2006, are as
indicated in Note 15-a.

As of December 31, 2006, the following benefitsrpants are expected to be paid (millions of euros):

Pension
Year Benefit
2007 78
2008 80
2009 84
2010 85
2011 85
Thereaftel 891
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The following presents the impact of applying theyisions of SFAS 158 on the Endesa’s balance stgeet December 31, 2006:

At December 31, 200¢
Millions of Euros

Under U.S. GAAP Assets (Liabilities) Before SFAS 15¢ Adjustment SFAS 158  After SFAS 158
Provisions for pensions and similar obligations (703) (105) (808)
Deferred Taxe 3,177 31 3,20¢
Accumulated Other Comprehensive Income,

net of tax(*) 1,30€ 74 1,38C
Total shareholders’ equity (11,849 74 (11,775

(*) See 17.1in this Note

11. Derivative instruments and hedging activities
11.1. Derivatives and Hedging prior to January 1, @05

As explained in Note 29, during 2004, the Groupatsadopted IAS 32/39 for Endesa’s financial mstents and hedging accounting;
rather it has applied Endesa’s Previous GAAP, thensh GAAP. During 2004, in accordance with EnteBeevious GAAP derivatives
were recorded at lower of cost or market value@ntiedded derivatives were not required to be atedt Under Endesa’s Previous GAAP
hedging strategy did not have to meet minimum dantation requirements and those derivatives detgdria a economic hedging strategy
were not recorded at fair value, rather they medithe respective hedged item accrual basis irr éodake into consideration the
characteristics of the hedging strategy achievethbyespective derivative.

SFAS No. 133 establishes accounting and reportamtdards for derivative instruments, including aerderivative instruments
embedded in other contracts (embedded derivatareg¥or hedging activities. SFAS No. 133 requites &l derivatives, whether designated
in hedging relationships or not, to be recordedhenbalance sheet at fair value. The accountingfanges in fair value of a derivative
instrument depends on its intended use and thétingsdesignation.

If the derivative is designated as a fair valuegeedhe changes in the fair value of the derivadine of the hedged item attributable to
hedged risk are recognized in earnings. If thevdérie is designated as a cash flow hedge, thetaféeportions of changes in the fair value
the derivative are recorded in OCI and are recaghiz the income statement when the hedged itesetafearnings. Ineffective portions of
changes in the fair value of cash flow hedgesecegnized in earnings. The gain or loss on a heddgmivative instrument that is designated
as, and is effective as, an economic hedge oféhawmestment in a foreign operation shall be reggbin the same manner as a translation
adjustment to the extent it is effective as a hedye ineffective portion of net investment hedgkeall be reported in earnings.

Accordingly, in 2004 the Group has included a redlorg item in order to account for all differenclestween Endesa’s Previous GAAP
and U.S. GAAP.
11.2. Derivatives and Hedging after to January 1,005

As indicated in Note 29 Endesa has applied IAS3280f January 1, 2005. In accordance with theSIB&counting guidance, all
derivatives, including certain derivative instrurteeeambedded in other contracts (embedded derigtimad used for hedging activities must
be recorded at fair value. According to IFRS hedgintivities must be properly documented and prdgduk efficient.
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In addition under IFRS for fair value hedges: tkdded item and the hedge are both measured abfag, and changes in these fair
values are recognized in the consolidated incoatersent, netting off the effects under the samelihgan the consolidated income
statement.

Under IFRS cash flow hedges must record changéeifair value of the derivatives, with respecttte effective portion of the hedges
under Equity—Unrealized Asset and Liability Revdioa Reserve. The cumulative gain or loss recoghimehis account is transferred to the
consolidated income statement to the extent tleatitiderlying has an impact on the consolidatednmecstatement in relation to the hedged
risk, netting off the effects under the same hegdirthe consolidated income statement.

Under IFRS hedges of a net investment in a foreggration: changes in fair value are recognizedgspect of the effective portion of
these hedges, net of the related tax effect, asslation Differences in equity (see Note 13), arelteansferred to the consolidated income
statement when the hedged investment is disposed of

As required by IFRS, all hedging documentation teale in place prior to the adoption of IAS 32/39.

Under U.S. GAAP, as explained above, SFAS No. E38bished similar criteria as IFRS for the accmghtecognition of all
derivatives, including certain derivative instrurteeeambedded in other contracts (embedded derigtimad used for hedging activities.

Basically the significant differences between IFR@ U.S. GAAP for derivatives and hedging actigitédter January 1, 2005 include
transactions for which: (a) derivatives were usachiedging under IFRS that have been formally danited prior to the adoption of IAS
32/39, January 1, 2005, but were not assigned aodntented as a hedge instrument under U.S. GAARdf-derivative instruments that
were used as a hedging instrument of foreign exghaisks of highly probable forecast transactionyhich under U.S. GAAP such strategy
is only allowed with derivatives instruments; agil¢ontracts that were classified as own use uld®® and, therefore, were not treated as a
derivative, for which under U.S. GAAP either forng@icumentation stating that such instruments weinegoused as normal purchases and
sales have not been prepared or they could noehtetl as normal purchases and sales due to ttemcies under which the contracts were
made.

12. Treasury Stock

As explained in Note 29, during 2004, the Grouprthtladopted IAS 32/39 for Endesa’s financial imstents and hedging accounting;
rather the Company used Endesa’s Previous GAARSplamish GAAP. During 2004, in accordance with $ga®AAP since there are no
plans to retire the treasury stock of the ContngliCompany (Endesa, S.A.), these shares were extdiding 2004 at the lower of cost or
underlying book value in the accompanying constdiddalance sheet, and a restricted reserve waslegtin this connection. If the cost of
the shares of treasury stock is higher than thaiket value, the provision required to cover thifedence is charged to the “Non operating
Income” caption in the consolidated statement obime. The remainder of the provisions recordedhfedifference between the underlying
book value and the lower of the cost or market@alfithe shares is charged to unrestricted reseBaias and losses on subsequent sales of
treasury stock were recorded in net income.

Upon the adoption of IAS 32/39, according to IFR8asury shares should not be recognized as an &kseacquisition of treasury
shares, or an obligation to purchase treasury slare fixed amount of cash or for another finahasset, should be recognized as a
deduction from equity. Similarly, a contract aceditby an entity that gives it the right to acquirfixed number of its own shares for a fixed
amount of cash or another financial asset (e jgurehased call option) should be recognized asladi®n from equity. No gain or loss
should be recognized in the income statement oadhaisition or cancellation of treasury shares.
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Under U.S. GAAP capital stock acquired which is rired may be treated as if it had been retiredf aot prohibited by law, carried at
cost and reflected as a separate deduction fronelsbl@ers’ equity. Gains and losses on subseqaées sf treasury stock are not recognized
in net income.

Therefore the Group included a reconciling itemtfar year ended December 31, 2004 in order to atfijasaccounting treatment
followed during such year to U.S. GAAP. In 2005 2896, due to the application of IAS 32/39 no difece in treatment between both
accounting principles arose as a reconciling itetwben net income or shareholder’s equity.

13. Translation gains or losses in intercompany risactions

In accordance with IAS 21, until December 31, 206RS as adopted by Endesa considered a diffecenuating treatment depending
on the currency in which a monetary item conside®gart of an entity investment in a foreign operawas denominated. Accounting
policies followed required the exchange differented arise on translating the monetary item ihtfunctional currencies of the reporting
entity to remain recognized in profit or loss ithutem was in a currency other than the functiamouatency of either the reporting entity or
foreign operation.

Under U.S. GAAP, an item regarded as part of aitygninvestment in a foreign operation would hdkie exchange differences that
arise on translating the monetary item to be di@ssas cumulative translation adjustment as plaotleer comprehensive income.

The Group has included a reconciling differenceveen IFRS and U.S. GAAP net income for this effecboth 2004 and 2005 for
those items in currencies other than of the repgrtintity or the foreign operation. This differertid not produce any impact in the IFRS to
U.S. GAAP reconciliation of shareholder’s equity.

Given the fact that IAS 21 has been amended onileeel5, 2005 allowing a similar treatment as GBAP, for this difference will
cease as from the adoption of such amendment msJaouary 1, 2006.

14. Currency Translation Adjustment

Both IFRS and U.S. GAAP require that the Currennglation Adjustment (CTA) arising from the traatgin of the financial
statements of foreign subsidiaries and associategbanies is recorded to Shareholders’ Equity. Ubdén GAAPs when an investment in a
foreign company is sold, the accumulated CTA isliteg to the statement of income. This adjustmeotigh does not affect Stockholders’
Equity.

However, when converting from Endesa’s Previous ®A® IFRS the group applied the exception provigedn IFRS, and the
translation differences arising on or after Jandarg004, were transferred to reserves.

In 2005 Smartcom was sold and, accordingly, themeitiation of IFRS to U.S. GAAP includes an adjusht for accumulated
translation adjustment under U.S. GAAP in this rddar € 32 million.
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In 2006, the Company has not sold any investmeatforeign company; accordingly, the reconciliatiFRS to U.S. GAAP does not
include adjustments for accumulated translationstdjent under U.S. GAAP in this regard.

15. Tax effect of the above adjustments

Under IFRS a deferred tax asset is recognizedlifdeductible temporary differences to the extéatt it is probable that taxable profit
will be available against which the deductible temgpy difference can be utilized, unless the defétax asset arises from the initial
recognition of an asset or liability in a transantthat: (a) is not a business combination; andi{lthe time of the transaction, affects neither
accounting profit nor taxable profit (tax loss).dddition according to IFRS deferred tax assetsliabdities are considered to be non-current.

Under U.S. GAAP an enterprise shall recognize eféded tax liability or assets for all temporaiffetences, operating loss and tax
credit carryforwards, independently if at the tioféhe transaction, affects neither accountingiprafr taxable profit (tax loss), except for &
temporary differences that arise from initial regibign of goodwill. Any recognized deferred tax essshould be reduced by a valuation
allowance if it is more likely than not that somatjon or all of the deferred tax assets will netrkalized. In addition, U.S. GAAP requires
classification of deferred tax liabilities and ass&s current or non-current based on the claasiit for financial reporting of the related non-
tax asset or liability.

As a result of the tax reforms enacted in Spai20i@6, including the modifications of the standarcbime tax rate, which was set to
32.5% for 2007 and to 30% for 2008 and subsequeantsy(from 35% in 2006 and prior years), the Compeave adjusted their deferred tax
assets and liabilities on the basis of tax ratpeeted to apply when they are recovered or sgtied Note 3-fi)Also in Colombia the tax ra
has been reduced in 2006 from 35% to 34% for 20@t@ 33% for 2008 and subsequent years.

Under IFRS, the impact of the change in tax ratethe deferred tax assets and liabilities is reteghin the consolidated income
statement, unless it was related with items preshocharged or credited to equity accounts, in Witase it is recognized directly in the
related equity accounts in the consolidated balaheet.

Under U.S. GAAP, as required by SFAS 109, the #dfetthese changes in Spanish and Colombian vex dae fully recognized in the
consolidated income statement in 2006.

The Spanish and Colombian tax reforms caused atiadd impact on the tax effect as result of tffe@ of theses modifications on the
deferred tax assets in the adjustments to recotclleS. GAAP.

Additionally, these adjustments include the incdmeeffects of U.S. GAAP adjustments recorded iddSa’s reconciliations to U.S.
GAAP in 2006, 2005 and 2004, when applicable.

Except for the effect of the Exchange in SpanigHaa as explained, the income tax effects of IGBAP adjustments recorded in
Endesa’s reconciliations to U.S. GAAP, when apjblieaand the balance sheet classification differeascdisclosed below, the Group has not
identified any significant difference from the aipption of IFRS and U.S. GAAP for tax matters.
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15.1. Balance Sheet

Deferred tax assets and liabilities as of DecerBlhef005 and 2006 under U.S. GAAP are as follows:

Millions of Euros
Deferred Taxes

2005 2006
Assets Liabilities Assets Liabilities
Balance under IFRS (Note 2
Deferred tax 3,46( 1,852 2,664 1,651
3,46C 1,852 2,664 1,651
Total adjustments under U.S. GAAP 743 — 544 —
Deferred tax under U.S. GAAP 4,202 1,852 3,20€ 1,651

16. Classification differences between IFRS and UGAAP
16.1. CO, emission allowances

Under IFRS as indicated in Note 3-d the Groupéerding CO, Emission allowances received as am@ilde asset and deferred
income by their fair value at the date they arenga by each respective Government. Such intanggsets are not subsequently revaluec
are excluded when delivered to each respective @owent.

As indicated in Note 3-I, under IFRS Endesa recargsovision against earnings considering the samaeof the respective intangible
asset for those amounts that the Group has beatedrdn this respect the Company recorded in egsna part of Endesa’s deferred income
for the same amount of emission rights used.

In addition, any shortfall of emissions allowanéaconsideration of amounts granted is recorded provision at fair value against
earning for the amount considered necessary tsbaly allowances. Such provision is reviewed androea in every period at its fair value
with any change recorded in earnings.

Under U.S. GAAP the Group has eliminated from Eatebalance sheet all intangible asset, deferreghie, provision for emissions
granted and all respective income and expensesHimesa’'s income statement since the Company ienotding any accounting effect for
emissions granted or used under the granted amlouarddition in U.S. GAAP the Group has maintaitieel provision at fair value through
earnings for those rights that Endesa will neeouty

In this respect the Group has eliminated the falhgnxamounts which do not have any impact in Ende§eRS or U.S. GAAP net incor
or shareholder’s equity:

2005 2006
Intangible Assets (374) (339
Provisions 370 336
Operating Incom 370 336
Operating Expense (370) (336)
Deferred Incom: 4 (2)

16.2. Nuclear Fuel

As disclosed in Note 3-i, under IFRS, the Compaay tlassified Nuclear Fuel in Inventory that unde$. GAAP constitutes a
depreciable asset. Consequently, under U.S. GAAB3énillion and € 204 million should be reclagsififrom inventory to longerm asset ¢
of December 31, 2005 and 2006, respectively. Tlaed U.S. GAAP depreciation expense of € 88 nmilli® 81 million and € 87 million for
the years ended December 31, 2004, 2005 and 28§ atively, is reclassified but remains unchanged.
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16.3. Deconsolidation of Endesa Capital Finance, L@

As explained in Note 29 during 2004, the Groupmasadopted IAS 32/39 for Endesa’s financial instemts and hedging accounting
rather the Company uses Endesa’s Previous GAARISp&GAAP.

In March 2003, Endesa Group created a variablegstentity (“VIE"), Endesa Capital Finance, LLE(fdesa Capital Financet issue
€ 1,500 million of preference shares. The Financied@unting Standards Board (“FASB”) released Intetgion No. 46, Consolidation of
Variable Interest Entities (“FIN 46R")yhich requires that all primary beneficiaries ofiable interest entities consolidate that entityN B6R
is effective immediately for VIES created after dary 31, 2003 and to VIEs in which an enterpriseiois an interest after that date.
According to this Interpretation, Endesa Capitaldfice is a VIE and Endesa Group is not the prirbaneficiary. Accordingly, under U.S.
GAAP, Endesa Group should not consolidate Endep@tal&inance, LLC. Consequently, the loan payablEndesa Capital Finance reme
outstanding on the U.S. GAAP consolidated finansiatements.

Under Spanish GAAP, since preference shares areshhsubsidiaries held by third parties, theyendassified as minority interests.

Therefore, in 2004 the € 1,500 million of prefereshares issued by Endesa Capital Finance thiasisifed as minority interests under
IFRS should be reclassified to long-term debt an@onsolidated Balance Sheet under U.S. GAAP atmber 31, 2004.

Similarly, € 60 million that is classified as incerfloss) attributed to minority interests in that8ment of Income for the period ended
December 31, 2004 under IFRS should be reclassifiéidancial expenses under U.S. GAAP.

In 2005 Endesa applied IAS 32/39 as January 1,.2805ommented in Note 29 upon adoption of IASI82 greferred shares issued by
Endesa Capital Finance no longer qualify as eqogiruments under IFRS but are presented as acialdiability. Therefore, in 2006 and
2005 a reclassification between equity and liabais the one described above is not applicable.

17.1. Comprehensive Income

Total Comprehensive income under U.S. GAAP fontbars ended December 31, 2004, 2005 and 2006 W&8€ million, € 3,492
million and € 2,612 million, respectively. The foling is a Statement of Comprehensive Income ferytars ended December 31, 2004,
2005 and 2006:

Millions of Euros
2004 2005 2006

Net Income according to U.S. GAAP 1,454 2,755 2,91¢€
Currency Translation Adjustme 52 905 (3898)
Translation differences related to dispos — (32) —
Available-for-sale securities, net of tax effe (63) 14 17
Derivative instruments — — —

Deferred revenues on SFAS No. 133 hedge net of tax (107) (148) 67
Comprehensive (loss)/Income 1,33¢ 3,492 2,61z
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The table below shows changes in Accumulated Gloenprehensive Income:

Accumulated Other Comprehensive Income (Loss) Netf@ax
Unrealized Gains

(Losses) on Foreign Plan

Millions of Euros Securities Currency Amendments Derivatives  Total
Balance at December 31, 2003 94 (2,723 — _ 6 (1,623
Unrealized gains (losses) on securities for theoder 32 — — — 32
Reclassification to net income for gains (lossealized from

other then temporary impairments of securi (95) — — — (95)
Foreign currency period change, net of dispo — 52 — — 52
Derivatives period change, net of reclassificatittnset income = — = (107) (107)
Balance at December 31, 2004 31 (1,671 — (101) (1,741
Unrealized gains (losses) on securities for theoder 14 —_ — - 14
Reclassification to net income for gains (losses)ized from

other then temporary impairments of securi — (32) — — (32)
Foreign currency period change, net of dispo — 905 — — 905
Derivatives period change, net of reclassificatittnset income i — — (148) (148)
Balance at December 31, 2005 _45 (7998) — (249 (1,002
Unrealized gains (losses) on securities for theoger 17 — — — 17

Reclassification to net income for gains (lossealized from
other then temporary impairments of securi —
Application of SFAS 15t (74) (74)

Foreign currency period change, net of dispa — (389) — — (389)
Derivatives period change, net of reclassificatitmset income — — — 67 67
Balance at December 31, 2006 _62 (1,186 (74) (182 (1,380

17.2. Restricted Net Assets

Some of Endesa’s subsidiaries are subject to dgbements that limit the cash dividends and lohasrhay be distributed to us. At
December 31, 2006, Endesa’s total restricted resttador Endesa’s consolidated subsidiaries aneé$&sl participation in undistributed
earnings of Endesa’s equity investees were € Ind@llidn and € 15.5 million, respectively.

17.3. Information about Property Associations

Under IFRS the joint property entities whose owhigrss shared by the Company and other ownersdiigible assets are recorded on
the basis of the percentage of ownership of eashextive asset and liability.

Regarding Endesa’s Property Associations, suctcaggms represent an undivided interest held etHje assets, owned by various
partners, the Group is proportionally liable fockdiability and they are not separate legal ezgitEndesa considers that the analysis of the
joint control of these assets is not applicable tduée specific characteristic of such ass
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Additionally, as requested by SAB Topic 10-C, theoaints integrated in Endesa’s financial statemargslisclosed below:

Amounts integrated in Endesi s asset:

Utility plant Accumulated Endesé's
Plant under

Million of Euros in use depreciation construction share
CN Asco | 2,39t (1,619 36 100%
CN As@ I 2,154 (1,367) 17 85%
CN Vandellos Il 2,45€ (1,472 33 72%
CN Almaraz | 581 (403) 9 36%
CN Almaraz Il 576 (379) 9 36%
CC Anllares 147 (127) _0 33%
TOTAL 8,30¢ (5,367) 104

17.4. Cash flow statement

Endesa compiles the cash flow statement in accoedaith International Accounting Standards (IASTHe SEC's rules applicable to
Annual Reports on Form 20-F permit the compilatéash flow statements under I1AS 7.

18. New accounting standards
Accounting for Certain Hybrid Financial Instruments an amendment of FASB Statements No. 133 and 140

In February 2006 the FASB issued Statement of EilahAccounting Standards No. 155 Accounting fort&@ia Hybrid Financial
Instruments an amendment of FASB Statements Noah83L40 that amends FASB Statements No. 133, Aticaufor Derivative
Instruments and Hedging Activities, and No. 140¢éunting for Transfers and Servicing of Financiakéts and Extinguishments of
Liabilities. This Statement resolves issues adék#s Statement 133 Implementation Issue No. Dpgliation of Statement 133 to
Beneficial Interests in Securitized Financial Asset

This Statement permits fair value remeasuremerarigrhybrid financial instrument that contains arbedded derivative that otherwise
would require bifurcation, clarifies which interastly strips and principal-only strips are not ®dbjto the requirements of Statement 133,
establishes a requirement to evaluate interestsduaritized financial assets to identify interékts are freestanding derivatives or that are
hybrid financial instruments that contain an emleetiderivative requiring bifurcation, clarifies tl@ncentrations of credit risk in the form of
subordination are not embedded derivatives and dsn8tatement 140 to eliminate the prohibition @ualifying special purpose entity from
holding a derivative financial instrument that jpéns to a beneficial interest other than anothewratve financial instrument. This Statement
is effective for all financial instruments acquiredissued after the beginning of an entity’s ffistal year that begins after September 15,
2006. Earlier adoption is permitted as of the beigig of an entity’s fiscal year, provided the gntias not yet issued financial statements,
including financial statements for any interim pekrfor that fiscal year. The Company does not gate that the adoption of this new
statement at the required effective date will hawignificant effect in its results of operatiofisancial position or cash flows.

Accounting for Servicing of Financial Assets

In March 2006 the FASB issued Statement No. 156ctnting for Servicing of Financial Assets—an anmaadt of FASB Statement
No. 14(". This Statement amends FASB Statement No. 146péating for Transfers and Servicing of Financiakéts and Extinguishments
of Liabilities, with respect to the accounting &@parately recognized servicing assets and segMiaibilities. This Statement requires an
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entity to recognize a servicing asset or servitiagjlity each time it undertakes an obligatiorstrvice a financial asset by entering into a
servicing contract in certain situations, requatseparately recognized servicing assets andcisgMiabilities to be initially measured at f;
value, if practicable and permits an entity to d®either of subsequent measurement methods forcksss of separately recognized
servicing assets and servicing liabilities. An gnshould adopt this Statement as of the beginafrits first fiscal year that begins after
September 15, 2006. Earlier adoption is permitiedfahe beginning of an entity’s fiscal year, pomd the entity has not yet issued financial
statements, including interim financial statemefitsany period of that fiscal year. The Compangsloot anticipate that the adoption of this
new statement at the required effective date valleha significant effect in its results of operasipfinancial position or cash flows.

Accounting for Uncertainty in Income Taxes

In June 2006, the FASB issued FASB Interpretatidil 48), “Accounting for Uncertainty in Income Taxe-an interpretation of FASB
Statement No. 109”. This interpretation prescridescognition threshold and measurement attritartéhe financial statement recognition
and measurement of a tax position taken or expeotbd taken in a tax return. The interpretati@o gdrovides guidance on derecognition,
classification and other matters. FIN 48 is effexfior fiscal years beginning after December 18820 he Company is assessing the impact
of the adoption FIN 48.

Fair Value Measurements

In September 2006, the FASB issued Statement af€ial Accounting Standards No. 157, “Fair ValueaMeements”. This statement
defines fair value in generally accepted accounpimgciples and expands disclosures about fairevaleasurements. SFAS 157 is effective
for fiscal years beginning after November 15, 20liYe Company is currently evaluating the impact il result from the adoption of SF£
157.

Employers’ Accounting for Defined Pension and OthelPostretirement Plans

In September 2006, the FASB issued Statement afiEial Accounting Standards No. 158, “Employékstounting for Defined Pensii
and Other Postretirement Plans—an amendment of F&t8@ment No. 87, 88, 106 and 132 (R)". This $tatd requires the recognition of
the funded status of a benefit plan in the staté¢mkfinancial position. It also requires the reniipn as a component of other comprehensive
income (OCI), net of tax, of the gains or lossed pirior service costs or credits that arise dutirggperiod but are not recognized as
components of net periodic benefit cost pursuastdatement 87 or 106. The statement also has nevisfons regarding the measurement
date as well as certain disclosure requirements.stétement was effective at fiscal year en 20@6tlam Company adopted the statement at
that time, as explained in subnote 10 of this note.

Fair Value Option for Financial Assets and Financi&Liabilities

In February 2007, the FASB issued Statement ofrigilah Accounting Standards No. 159, “The Fair Valygtion for Financial Assets
and Financial Liabilities”. SFAS No. 159 permitsasarement of recognized financial assets and ligisilat fair value with some exceptions.
Changes in the fair value of items for which thie ¥alue option is elected should be recognizeith@@me or loss. The election to measure
eligible items at fair value is irrevocable and ceaty be made recognized in income or loss. Thetiele to measure eligible items at fair ve
is irrevocable and can only be made at definedieledates or events, generally on an instrumenbslyument basis. Items for which the 1
value option is elected should be separately pteder be parenthetically disclosed in the statéra&financial position. SFAS No. 159 also
requires significant new disclosures that applyificerim and annual financial statements. SFAS M®. will be effective for fiscal years
beginning after November 15, 2007 with earlier
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adoption permitted, if certain conditions are nféte Company is currently determining the policyadbption as well as the resulting effec
SFAS No. 159 on the consolidated financial statémen

Considering the Effects of Prior Year Misstatements

In September 2006, the SEC issued Staff AccouBinetin No. 108, Considering the Effects of Pritear Misstatements when
Quantifying Misstatements in Current Year FinanS8tdtements”, SAB 108 expresses the SEC’s viewdaggathe process of quantifying
financial statement misstatements. The bulletin effective as of the year beginning January 1, 200@ implementation of this bulletin had
no impact on our consolidated financial statemantsdisclosures.

Gross versus Net Presentation of Taxes Collectecbim Customers

In June 2006, the Emerging Issues Task Force, BFElreached a consensus on Issue No. 06-03, “Howed Collected from
Customers and Remitted to Governmental AuthorBiesuld be Presented in the Income Statement (Sh@rbss versus Net Presentation)”.
EITF 06-03 relates to any tax assessed by a gowntainauthority that is directly imposed on a rexeproducing transaction. EITF 06-03
states that the presentation of the taxes, eithergross or net basis, is an accounting policysatatthat should be disclosed pursuant to
Accounting Principles Board Opinion No. 22, “Dissloe of Accounting Policies”, if those amounts sigmificant. EITF 06-03 should be
applied to financial reports for interim and annkegdorting periods beginning after December 15620@nuary 1, 2007 for us). We are
currently evaluating the impact of this standardanconsolidated financial statements and discéssu
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Exhibit 8.1
APPENDIX I: Endesa Group companie

% Of Ownership % Of Ownership
At 31/12/06 At 31/12/05
% Of Voting % Of Voting
% Of % Of
Company Power Held Ownership _Power Held  Ownership Location Line Of Business Auditor(®)
Aguas Santiago Poniente 78.9 33.3 55.0 33.3 Santiago (Chile Health service DT
Almussafes Servicios Energéticos, S.L. 100.C 100.C 100.C 100.C Barcelona (Spair Management and maintenance of EY
a combined heat and power
plant
Ampla Energia Servicios, S.A. 91.9 55.1 91.9 55.6 Rio de Janeiro  Electricity production, DT
(Brazil) transmission and distribution
Ampla Investimentos E Servicos, S.A. 91.9 55.1 91.9 55.5 Rio de Janeiro  Electricity production, DT
(Brazil) transmission and distribution
Andorra Desarrollo, S.A 100.C 100.C 100.C 100.C Teruel (Spain  Regional developmel —
Apamea 2000, S.L. 100.C 100.C 100.C 100.C Madrid (Spain) Electricity-related activities —
Aragonesa de Actividades Energéticas, S.A. 100.C 100.C 100.C 100.C Teruel (Spain)  Electricity production —
Bioaise ,S.A. 95.0 95.0 95.0 95.0 Cartagena Production, purchase, sale and DT
(Colombia) retailing of powel
Biowatt-Recursos Energéticos Ltd. 51.0 51.0 51.0 51.0 Porto (Portugal) Marketing of projects relating to DT
renewable energy resources
Bolonia Real Estate, S.L. 100.C 100.C 100.C 100.C Madrid (Spain) Real estate asset management and —
developmen
Cam Brasil Multiservicios Ltda. 100.C 60.6 100.C 60.6 Rio de Janeiro Purchase and sale of electricity DT
(Brazil) related products
Carboex ,S.A 100.C 100.C 100.C 100.C Madrid (Spain,  Fuel supply DT
Carbones de Berga, S.A. 100.C 100.C 100.C 100.C Barcelona (Spair Extraction and storage of hard —
coal
Carvemagere. Manutengao E Energias Renovaveis, LDA. 65.0 65.0 65.0 65.0 Barcelos Combined heat and power DT
(Portugal) production
Centrais Eléctricas Cachoeira Dourada, S.A. 99.6 59.3 99.6 60.7 Goiania (Brazil) Electricity production and DT
retailing
Central Dock Sud, S.A. 70.0 40.0 69.8 39.9 Buenos Aires  Electricity production, DT
(Argentina) transmission and distributic
Central Geradora Termelétrica Fortaleza, S.A. 100.C 59.5 100.C 61.0 Ceara (Brazil) Performance of a fossil- fuel EY
electricity production project
Central Hidroeléctrica de Betania, S.A.E.S.P. 100.C 36.4 85.6 31.1 Neiva (Colombia Electricity production DT
Centro Energia Ferrara S.p.A. 58.4 58.4 — — Milan (ltaly) Combined heat and power —
production and sale
Centro Energia Teverola S.p.A. 58.4 58.4 — — Milan (ltaly) Combined heat and power —
production and sale
Chilectra Inversud, S.£ 100.C 60.1 100.C 59.6 Santiago (Chile Holding company KPMG
Chilectra, S.A. 99.1 60.1 98.3 59.6 Santiago (Chile) Ownership interests in companies DT
of any kind
Cogeneracion Delter, S.L. 69.0 69.0 69.0 69.0 Barcelona (Spair Combined heat and power EY
Comercializadora de Energia del Mercosur, S.A. 100.C 714 100.C 71.4 Buenos Aires  Wholesale purchase and sale of DT

(Argentina) electricity




Companhia Energética do Ceard, S.A.
Compariia Americana de Multiservicios de Argentitdal

Compariia Americana de Multiservicios de Chile Ltda.
Compariia Americana de Multiservicios de Colombigalt
Compariia Americana de Multiservicios del Peru Ltda.
Compariia de Interconexién Energética, S.A.

Compariia de Transmision del Mercosur, S.A.

Compaiiia Distribuidora y Comercializadora de ErgergiA.

Compdfiia E€éctrica Cono Sur, S.4
Compaiiia Eléctrica San Isidro, S.A.
Compaiiia Eléctrica Tarapacéa ,S.A.
Compéfiia Peruana de Electricidad S
Compostilla Re. S.A.

Constructora y Proyectos Los Maitenes, S.A.

Coreysa Cogeneracion, S.A.
Cte-Central Térmica do Estuario, Lda.
Desaladora de Carboneras, U.T.E.

Distribuidora de Energia Eléctrica de Bages, S.A.

Distribuidora Eléctrica del Puerto de la Cruz, S.A.

Distrilec Inversora, S.A.
Edegel, S.A.

Eed-Empreendimentos Edlicos do Douro, S.A.
Eléctrica de la Franja, S.L.

Elektrocieplownia Bialystok, S./

Emgesa, S.A. E.S.P.

Empreendimientos Eolico da Raia, Lda.
Empreendimiento dlico de Rego, Lde

58.9
100.C

100.C

100.C

100.C

100.C

100.C

48.5

100.C
100.C
100.C
100.C
100.C

55.0

65.0
100.C
75.0C

100.C

100.C

515

61.1

100.C
100.C
69.6
48.5

100.C
51.0

34.1
60.6

60.6

60.6

60.6

59.5

59.5

43.0

36.4
36.4
36.4
79.6
100.C

33.3

65.0
100.C
75.0

100.C

100.C

30.9

17.6

100.C
100.C
45.2
36.8

100.C
51.0

58.9
100.C

100.C

100.C

100.C

100.C

100.C

48.5

100.C
100.C
100.C
100.C

55.0

65.0
100.C
75.0

100.C

100.C

51.5

63.6

100.C
100.C
69.6
48.5

100.C
51.0

34.8
60.6

60.6

60.6

60.6

61.0

61.0

44.0

36.4
36.4
36.4
79.4

33.3

65.0
100.C
75.0

100.C

100.C

30.8

100.C
100.C
45.2
35.6

100.C
51.0

Ceara (Brasil)

Buenos Aires
(Argentina)

Santiago (Chile)

Bogota
(Colombia)

Lima (Peru)

Rio de Janeiro
(Brazil)

Buenos Aires
(Argentina)

Bogota
(Colombia)

Panama (Panam
Santiago (Chile)
Santiago (Chile)

Lima (Peru)

Luxembourg
(Luxembourg)

Santiago (Chile)

Seville (Spain)
Porto (Portugal)
Almeria (Spain)

Barcelona (Spain)

S. Cruz de
Tenerife (Spain)

Buenos Aires
(Argentina)

Lima (Peru)

Porto (Portugal)
Barcelona (Spain
Bialystok (Poland

Bogota
(Colombia)

Porto (Portugal)
Porto (Portugal

Complete electricity cycle

Electricity network metering,
meas. calib.

Purchase and sale of electricity-

related products

Technical calibration and
metering service

Purchase, sale and distribution
electricity-related products

Electricity production,
transmission and distributic

Electricity production,
transmission and distribution

Electricity distribution and
retailing

Holding company
Complete electricity cycle
Complete electricity cycle
Holding company
Reinsurance

Construction and installation
work

Combined heat and power
Combined heat and power

Construction and management
a desalination plar

Electricity distribution and
retailing

Purchase, transmission,
distribution and retailing of
electricity

Holding company

Electricity production, retailing
and distribution

Wind farm
Electricity production
Electricity production and sa

Electricity production and
retailing

Wind farm
Wind farm

DT
DT

DT

DT

DT

EY

DT

EY
EY
EY
DT
DT

DT

EY
DT

DT

DT

EY

DT

DT
DT

DT




Empreendimientos Edlicos de Pracana, Lda.
Emprendimientos Edlicos de Ribabelide, S.A.
Emprendimientos Edlicos de Viade, Lda.
Emprendimientos dlicos do Verde Horizonte, S./
Empresa Carbonifera del Sur, S.A.

Empresa de Distribucion Eléctrica de Lima Norté. 8.

Empresa de Ingeniia Ingendesa, S./

Empresa Distribuidora Sur, S.A.

Empresa Eléctrica Cabo Blanco, S.A.
Empresa Eléctrica de Colina Ltda.

Empresa Eléctrica de Piura, S.A.
Empresa Eéctrica Pangue, S./
Empresa Eéctrica Pehuenche, S..

Empresa Nacional de Electricidad, S.A.

Endesa Argentina, S.A.

Endesa Brasil Participagoes Ltda.

Endesa Brasil, S.A.

Endesa Capital Finance, L.L.
Endesa Capital, S.A.
Endesa Chile Internacional

Endesa Cogeneracion y Renovables, S.A.

Endesa Costanera, S.A.

Endesa Distribucién Eléctrica, S.L.

Endesa Eco, S.A.
Endesa Energia XXI, S.L.

100.C
100.C
100.C
100.C
100.C

60.0

100.C
99.4

80.0
100.C

60.0
100.C
92.6
60.0
100.C

100.C

97.3

100.C
100.C
100.C

100.C

64.3

100.C
100.C
100.C

100.C
100.C
100.C
100.C
100.C

38.3

36.4
45.9

80.0
60.1

48.0
39.5
33.7
36.4
36.4

36.4

59.5

100.C
100.C
36.4

100.C

234

100.C
36.4
100.C

100.C
100.C
100.C
100.C
100.C

60.0

100.C
99.4

80.0
100.C

60.0
100.C
92.6
60.0
100.C

100.C

100.C

100.C
100.C
100.C

100.C

64.3

100.C
100.C
100.C

100.C
100.C
100.C
100.C
100.C

38.3

36.4
45.7

80.0
59.6

48.0
39.5
33.7
36.4
36.4

36.4

61.0

100.C
100.C
36.4

100.C

234

100.C
36.4
100.C

Porto (Portugal)
Porto (Portugal)
Porto (Portugal)
Porto (Portugal
Madrid (Spain)
Lima (Peru)

Santiago (Chile

Buenos Aires
(Argentina)

Lima (Peru)
Santiago (Chile)

Lima (Peru)
Santiago (Chile
Santiago (Chile
Santiago (Chile)

Buenos Aires
(Argentina)

Rio de Janeiro
(Brazil)

Rio de Janeiro
(Brazil)

Delaware (USA
Madrid (Spain)

Grand Cayman
(Cayman Islands

Seville (Spain)

Buenos Aires
(Argentina)

Barcelona (Spair
Santiago (Chile)
Madrid (Spain)

Wind farm
Wind farm
Wind farm
Wind farm
Exploitation of coal fields

Electricity distribution and
retailing

Engineering service

Electricity distribution and
retailing

Holding company

Complete energy and similar
materials cycle

Electricity production
Complete electricity cycl
Complete electricity cycl
Complete electricity cycle
Holding company

Holding company
Holding company

Issuance of preference sha
Issuance of debt instruments
Holding company

Combined heat and power and
renewable energies

Electricity production and
retailing

Electricity distribution
Renewable energy projects

Services associated with the
marketing of energy produc

DT
DT
DT
EY
DT

EY
DT

DT
KPMG

DT
EY
EY
EY
DT

DT

DT
DT
EY

EY

DT
EY
DT




Endesa Energia, S.A.
Endesa Europa Power & Fuel S.R.L.
Endesa Europa, S.L.

Endesa Financiacion Filiales, S.A.

Endesa Gas Transportista, S.L.
Endesa Gas, S.A.l
Endesa Generacion Portugal S.A.

Endesa Generacion, S.A.

Endesa Ingenieria, S.L.

Endesa Internacional Energia Ltda.
Endesa Internacional, S.A.

Endesa Inversiones Generales, ¢
Endesa Italia Power & Fuel, S.R.L.

Endesa ltalia, S.p.A.
Endesa Marketplace, S..
Endesa Network Factory, S.
Endesa North América, Inc.

Endesa Operaciones y Servicios Comerciales, S.L.

Endesa Participadas, S.A.

Endesa Polska ‘6lka Z Ograniczona Odpowiedzialnos:

Endesa Power Trading Ltd.
Endesa Red, S.A.

Endesa Servicios, S.L.
Endesa Trading, S./

Enercampo-Produgao de Energia, Lda.

Energética Matar6, S.A.

Energias De Aragon |, S.L.

100.C
100.C
100.C

100.C

100.C
100.C
100.C

100.C

100.C

100.C

100.C

100.C
100.C

80.0
78.0
100.C
100.C

100.C

100.C

98.3
100.C
100.C
100.C
100.C
100.C

85.0

100.C

100.C
100.C
100.C

100.C

100.C
100.C
100.C

100.C

100.C

100.C

100.C

36.4
80.0

80.0
72.1
100.C
100.C

100.C

100.C

98.3
100.C
100.C
100.C
100.C
100.C

85.0

100.C

100.C
100.C
100.C

100.C

100.C
100.C

100.C

100.C

100.C

100.C

100.C
100.C

80.0
78.0
100.C
100.C

100.C

100.C

100.C
100.C
100.C
100.C
100.C

85.0

100.C

100.C
100.C
100.C

100.C

100.C
100.C

100.C

100.C

100.C

100.C

36.4
80.0

80.0
72.1
100.C
100.C

100.C

100.C

100.C
100.C
100.C
100.C
100.C

85.0

100.C

Madrid (Spain)
Rome (ltaly)
Madrid (Spain)

Madrid (Spain)

Zaragoza (Spain
Zaragoza (Spair
Lisbon (Portugal

Seville (Spain)
Seville (Spain)

Rio de Janeiro
(Brazil)

Madrid (Spain)

Santiago (Chile
Lazio (ltaly)

Lazio (ltaly)
Madrid (Spain;
Madrid (Spain;

New York (USA)

Barcelona (Spair

Madrid (Spain)
Warsaw (Poland
London (UK)
Barcelona (Spair
Madrid (Spain)
Madrid (Spain;
Porto (Portugal)
Barcelona (Spair

Zaragoza (Spain

Marketing of energy products
Trading operations in europe

Company administration and
managemer

Financing of the subsidiaries of
Endesa, S.A.

Gas regasification and storage

Complete gas cycl

Electricity production and relate:
activities

Electricity production and
retailing

Consulting and civil engineering
services

Holding company

International activity of
Endesa, S.A.

Holding company

Energy and fuel retailing and
trading

Holding company
B2B (new technologies
New technologie

Endesa investor representation
office

Provision of services to Endesa
Distribucion Eléctrica and to
Endesa Energia

Company management
Electricity generation and tradit
Trading operations

Distribution activities

Services

Trading operations in euroj
Combined heat and power

Construction and operation of a
thermal sludge treatment plant

Transmission, distribution and
sale of electricity under the
tariff system

DT
DT
DT

DT

EY
EY
DT

DT

DT

DT

EY
DT

DT

DT

DT

DT

C&H
DT
DT
DT
DT
EY

DT




Energias de Aragon I, S.L.

Energias de Graus, S.L.
Energias de la Mancha, S.A.

Enerlousado, Lda.

Enernis-Prodigao de Enelia, Lda.
Enersis, S.A.

Enerviz-Prodigao de Enelia de Vizela, Lda
Eol Verde Energia Edlica, S.A.

Eolcinf-Producao de Energia Edlica, Lda.
Eolflor-Prodicao de Enetia Edlica, Lda.
Edlica del Noroeste, S.1

Eolica Valle del Ebro, S.A.

Edlicas de Agaete, S.L.

Edlicas de Fuencaliente, S.A.

Eodlicas de Tirajana, A.l.E.

Edlicas do Mara-Prodicao de Eneria, LDA.

Explotaciones Eodlicas de Escucha, S.A.
Explotaciones Eodlicas el Puerto, S.A.
Explotaciones dlicas Saso Plano, S.;
Explotaciones dlicas Sierra Costera, S..

Explotaciones Eodlicas Sierra la Virgen, S.A.

Fermicaise, S.A. DE C.V.

Finerge-Gestao de Projectos Energéticos, S.A.

Gas Alicante, S.A.U.

Gas Araidn, S.A.

Gas y Electricidad Generacion, S.A.U.
Gasificadora Regional Canaria, S.A.

100.C

66.7
52.0

50.0

90.0
60.6

100.C
75.0

51.0
51.0
51.0
50.5
80.0

55.0

60.0

100.C
70.0
73.6
70.0
90.0
90.0

100.C

100.C

100.C
60.7
100.C
65.0

100.C

66.7
52.0

75.0

90.0
60.6

100.C
75.0

51.0
51.0
51.0
50.5
80.0

55.0

60.0

100.C
70.0
73.6
70.0
90.0
90.0

100.C

100.C

100.C
60.7
100.C
65.0

100.C

66.7
52.0

90.0
60.6

100.C
75.0

51.0
51.0
51.0
51.6
80.0

55.0

60.0

100.C
70.0
73.6
70.0

90.0
100.C

100.C

100.C
60.7
100.C
65.0

100.C

66.7
52.0

90.0
60.6

100.C
75.0

51.0
51.0
51.0
51.6
80.0

55.0

60.0

100.C
70.0
73.6
70.0

90.0
100.C

100.C

100.C
60.7
100.C
65.0

Zaragoza (Spain

Barcelona (Spain)

Ciudad Real
(Spain)

Porto (Portugal)

Porto (Portugal
Santiago (Chile)

Porto (Portugal
Porto (Portugal)

Porto (Portugal)
Porto (Portugal
A Corufia (Spain]
Zaragoza (Spain)

Las Palmas de
G.C. (Spain;

Las Palmas de
G.C. (Spain)

Las Palmas de
G.C. (Spain;

Porto (Portugal
Zaragoza (Spain
Teruel (Spain)
Zaragoza (Spair
Zaragoza (Spair
Zaragoza (Spain

Mexico City
(Mexico)

Porto (Portugal)

Alicante (Spain)
Zaragoza (Spair
Baleares (Spain)

Las Palmas de
G.C. (Spain)

Electricity production under the
special regime

Hydroelectric power
Bio-mass

Operation of a combined heat and
power plant

Combined heat and pow

Electricity production and
distribution

Combined heat and pow

Water collection, treatment and
distribution

Wind farm

Wind farm

Development of wind farm
Wind farms

Wind farms

Wind farms
Wind farms

Wind farms
Wind farms
Wind farms
Wind farms
Wind farms
Wind farms
Combined heat and power

Combined heat and power and
renewable energies

Distribution of piped gas
Gas distributior
Electricity production

Distribution of piped gas in the
canary islands

DT

EY
EY

DT
DT

DT
DT

DT

EY

EY

EY

DT
EY
EY
EY

EY

DT

EY
EY
DT
EY




% OF OWNERSHIP % OF OWNERSHIP
AT 31/12/06 AT 31/12/05

% Of Voting " % Of Voting
%

% Of

(]

Company Power Held Ownership Power Held Ownership Location Line Of Business Auditor(*)

Generalima, S.A. 100.C 100.C 725 72.5 Lima (Peru) Holding company DT

Generandes Peru, S.A. 59.6 21.7 59.6 21.7 Lima (Peru) Holding company EY

Gesa Gas, S.A.U. 100.C 100.C 100.C 100.C Balearic Islands (Spain Distribution of piped gas EY

Gresaise, S.A. DE C.V. 100.C 100.C 100.C 100.C Mexico City (Mexico) Combined heat and power EY

Guadarranque Solar 1, S.L. Sole 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Compar

Guadarranque Solar 2, S.L. Sole- 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 3, S.L. Sole 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 4, S.L. Sole- 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 5, S.L. Sole 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Compar

Guadarranque Solar 6, S.L. Sole- 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 7, S.L. Sole 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 8, S.L. Sole- 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Compar

Guadarranque Solar 9, S.L. Sole 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 10, S.L. Sole-  100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 11, S.L. So 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 12, S.L. Sole-  100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Compar

Guadarranque Solar 13, S.L. So 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 14, S.L. Sole-  100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 15, S.L. So 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Compar

Guadarranque Solar 16, S.L. Sole-  100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 17, S.L. So 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 18, S.L. Sole-  100.C 100.C — — Seville (Spain) Electricity production using renewable energies —
Shareholder Company

Guadarranque Solar 19, S.L. So 100.C 100.C — — Seville (Spain) Electricity production using renewable energies —

Shareholder Company




Hidroelctrica de Catalunya, S.
Hidroekctrica del Serre6, S.L.
Hidroekctrica el Chodn, S.A.
Hidroflamicell, S.L.
Hidroinvest, S.A.

Ibervento, S.L.

Ingendesa do Brasil LTDA.

Inmobiliaria Manso de Velasco
LTDA.

International Endesa B.V.
Inversiones Distrilima, S.A.
Inversiones Endesa Norte, S
Investluz, S.A

Italaise, S.A. DE C.V

Luz Andes LTDA.

Luz de Fio LTDA.

Meridional de Gas, S.A.l
Micase, S.A. de C.\

Minas de Estercuel, S.;
Minas Gargallo, S.L

Minas y Ferrocarril de Utrillas, S.,
Nubia 2000, S.L

Nueva Compfiia de Distribucién
Eléctrica 4, S.L.

Paravento, S.L.

Parco Eolico Poggi Alti, S.R.L.
Parco Eolico di Florinas, S.R.L.

Parco Eolico lardin o0 S.R.L.

Parco Eolico Marco Aurelio
Severino, S.R.L

Parque I8lico Monte Cute S.R.L

Parque Elico Carretera de Arinag
S.A.

Parque Eodlico Costa Vicentina,
S.A.

Parque Edlico de Aragon, A.l.E.
Parque Edlico de Enix, S.A.
Parque Edlico de Gevancas, S.A

100.C
100.C
65.2
75.0
69.9
100.C

100.C
100.C

100.C

86.1
100.C
100.C
100.C
100.C
100.C
100.C

51.0

99.7

99.9
100.C
100.C
100.C

90.0

100.C
100.C

100.C
100.C

100.C
80.0

100.C

80.0
95.0
100.C

100.C
100.C
17.3
75.0
25.4
85.0

36.4
60.6

100.C
63.9
36.4
57.9

100.C
60.1
60.3

100.C
51.0
99.6
99.9

100.C

100.C

100.C

90.0

100.C
80.0

100.C
100.C

100.C
80.0

100.C

80.0
95.0
100.C

100.C
100.C
65.2
75.0
69.9

100.C
100.C

100.C

86.1
100.C
100.C
100.C
100.C
100.C
100.C

51.0

99.7

99.9
100.C
100.C
100.C

51.0

90.0

80.0

100.C

80.0
95.0
100.C

100.C
100.C
17.3
75.0
254

36.4
60.6

100.C
63.8
36.4
59.0

100.C
59.6
60.0

100.C
51.0
99.6
99.9

100.C

100.C

100.C

51.0

72.0

80.0

100.C

80.0
95.0
100.C

Barcelona (Spair
Barcelona (Spair
Buenos Aires (Argentine
Barcelona (Spair
Buenos Aires (Argentina
Valladolid (Spain)

Rio de Janeiro (Brazil)
Santiago (Chile)

Amsterdam (Netherlands
Lima (Peru)
Santiago (Chile
Ceaa (Brazil)
Mexico City (Mexico)
Santiago (Chile
Rio de Janeiro (Brazi
Granada (Spair
Mexico City (Mexico)
Zaragoza (Spair
Zaragoza (Spair
Barcelona (Spair
Madrid (Spain]
Madrid (Spain)

Lugo (Spain)

Rome (ltaly)
Rome (ltaly)

Rome (ltaly)
Rome (ltaly)

Rome (ltaly)

Las Palmas de G.C.
(Spain)

Porto (Portugal)

Zaragoza (Spain)
Seville (Spain)
Porto (Portugal)

Electricity transmission and distributic
Management of mi-hydroelectric plant
Electricity production and retailin
Electricity distribution and sal

Holding company

Wind power projects and construction of wind-povadere

facilities
Project engineering consulting
Construction work

International financial transactions

Holding company

Investment in energy projects in Northern Cl
Holding company

Combined heat and pow

Transport, distribution and sale of energy andsf
Holding company

Distribution of piped gas in Andalia
Combined heat and pow

Mineral deposit:

Mineral deposit:

Mineral deposit:

Electricity productior

Electricity production

Wind power

Wind power
Wind power

Wind power
Wind power

Wind power
Wind power

Wind power

Wind power
Wind power
Wind power

DT
KPMG
DT

DT

DT

DT
DT
EY
DT
EY
KPMG
DT
EY
EY

EY
EY

DT

EY
EY
DT




Parque Idlico de Manique, LDA

Parque Edlico de Santa Lucia, S.A.

Parque Edlico do Alto da Vaca,
LDA.

Parque Eodlico do Outeiro, LTDA.

Parque Edlico do Vale do Abade,
LDA.

Parque Idlico dos Féis, LDA.

Parque Edlico Finca de Mogan,
SA.

Parque Edlico Montes de Las
Navas, S.A.

Parque Edlico Punta de Teno, S..

Parque Eolico Serra da Capucha,
S.A.

Planta Eélica Europea, S.A.

Productor Regional de Energia
Renovable, S.A.

Progreen Fuente Alamo, S.A.
Propaise

Proyectos Eolicos Valencianos,
S.A.

Relcamp, A.l.E.
Saltos del Nansa I, S.A.

Saltos y Centrales de Catalunya,
S.A.

Sealve-Sociedad Eléctrica de
Alvaidzere S.A.

Sere- Sociedade Exploradora de
Recursos Eléctricos, LDA.

Sisconer-Exploragp de Sistemas
Conversao de Energia, LTD.

Sociedad Agricola de Cameros
LTDA.

Sociedad Agricola Pastos Verdes
LTDA.

Sociedad Concesionaria Tunel El
Melén, S.A.

Sociedad de Gestion de Activos
Distribucion Eléctrica, S.L.

Sociedad de Gestion de Activos
Generacion Eléctrica, S.L.

Sociedad Inversora Dock Sud, S.

100.C
65.7

75.0

100.C
51.0

100.C
90.0

55.5

52.0

50.0

56.1
85.0

51.0
95.0
55.0

65.0
100.C
100.C

100.C

100.C

55.0

57.5

55.0

100.C

100.C

100.C

57.1

100.C
65.7

75.0

100.C
51.0

100.C
90.0

55.5

52.0

75.0

56.1
85.0

51.0
95.0
55.0

65.0
100.C
100.C

100.C

100.C

55.0

34.9

33.3

36.3

100.C

100.C

100.C
65.7

75.0

100.C
51.0

100.C
90.0

55.5

52.0

50.0

56.1

51.0
95.0
55.0

65.0
100.C
100.C

100.C

100.C

55.0

57.5

55.0

100.C

100.C

100.C

57.1

100.C
65.7

75.0

100.C
51.0

100.C
90.0

55.5

52.0

75.0

56.1

51.0
95.0
55.0

65.0
100.C
100.C

100.C

100.C

55.0

34.9

33.3

36.3

100.C

100.C

57.1

Porto (Portugal

Las Palmas de G.C.
(Spain)

Porto (Portugal)

Porto (Portugal)
Porto (Portugal)

Porto (Portugal

Las Palmas de G.C.
(Spain)

Madrid (Spain)
S. Cruz de Tenerife
(Spain)
Porto (Portugal)

Seville (Spain)
Valladolid (Spain)

Murcia (Spain)

Cartagena (Colombia)

Valencia (Spain)

Barcelona (Spain)
Cantabria (Spain)
Barcelona (Spain)

Porto (Portugal)
Porto (Portugal)

Porto (Portugal)

Santiago (Chile)

Santiago (Chile)

Santiago (Chile)

Madrid (Spain)

Madrid (Spain)

Buenos Aires (Argentina

Wind power
Wind power

Wind power

Wind power
Wind power

Wind power
Construction and operation of a wind farm in Arico

Construction, operation and management of wind $arm
Wind farms
Wind farm

Wind power
Development and construction of wind farms

Urban solid waste treatment
Production, purchase, sale and retailing of energy
Electricity production

Combined heat and power plant
Electricity production, transmission and distrilouti
Operation of hydroelectric facilities

Wind farm
Electricity production

Wind farm

Financial investment

Financial investment

Design, construction and operation of the EI Meldmel

Electricity distribution

Electricity production

Holding company

DT
EY

DT

DT

DT
EY

EY

EY

DT

EY

DT
EY

EY
EY
EY

DT

DT

DT

DT

DT

EY

DT




Societé Nationale d"Electricité et
Thermique, S.A.

Suministro de Luz y Fuerza, S.L.
Surschite, S.A.

Synapsis Argentina Ltda.
Synapsis Brasil Ltda.

Synapsis Colombia Ltda.
Synapsis Peru Ltda.

Synapsis Soluciones y Servicios It
Ltda.

Teneguia Gestion Financiera S.L

Teneguia Gestion Financiera, S.L.,
S.COM.

Terd6n Cogeneracion, S.L.
Transportadora de Energia, S.A.
Terminal Alpi Adriatico, SRL

Transportes y Distribuciones
Eléctricas, S.A.

Triema, S.A.

Unelco Cogeneraciones Sanitarias
del Archipiélago, S.A.

Unién Eléctrica de Canarias
Generacion, S.A.U.

Unipower, S.A.

65.0

60.0
100.C
100.C
100.C
100.C
100.C
100.C

100.C

100.C

100.C
100.C
100.C

73.3

55.0
100.C

100.C

100.C

65.0

60.0
65.0
60.6
60.6
60.6
60.6
60.6

100.C

100.C

100.C
59.5
100.C
73.3

55.0
100.C

100.C

100.C

65.0

60.0
100.C
100.C
100.C
100.C
100.C
100.C

100.C

95.7

100.C
100.C
100.C

73.3

55.0
100.C

100.C

100.C

65.0

60.0
65.0
60.6
60.6
60.6
60.6
60.6

100.C

95.7

100.C
61.0
100.C
73.3

55.0
100.C

100.C

100.C

lle-de-France (France)

Girona (Spain)
Douai (France)
Buenos Aires (Argentina)
Rio de Janeiro (Brazil)
Bogota (Colombia)
Lima (Peru)
Santiago (Chile)

S. Cruz de Tenerife
(Spain)

S. Cruz de Tenerife
(Spain)

Zaragoza (Spain)
Buenos Aires (Argentina)
Lazio (ltaly)
Girona (Spain)

Buenos Aires (Argentina

Las Palmas de G.C.
(Spain)
Las Palmas de G.C.
(Spain)
Sintra (Portugal)

Electricity production

Energy distribution and retailing

Slate, ash and slag projects

It services

It services

It services

It and telecomm unications services and projects

Supply and marketing of it services and equipment
Financial investment and services
Financial investment

Combined heat and power

Electricity production, transmission and distrilouti
Construction and operation of a regasification plan
Electricity transmission

Marketing of commercial management systems
Combined heat and power

Electricity production

Holding company

DT

RCM
JCG
DT
DT
DT
DT
DT

DT

DT

FM
DT

EY

DT

DT

* C& H(Crew&Hammond)/DT(Deloitte)/EY (Ernst&Young)/FNfernando Mercadal)/KPMG(KPMG Auditores)/JCG(JeaB.ZPWC (Price Waterhouse Coopers)/RCM(RCM Audgjpre




APPENDIX II: Joint ventures and associate

% Of Ownership At

% Of Ownership At

31/12/06 31/12/05
% Of % Of
Voting Voting
Power % Of Power % Of Registered
Company Held Ownership Held Ownership Office Line Of Business
Altek Alarko Santrallari Tesis

Isletme Ve Ticaret A.S. 50.0 325 50.0 32,5 Istanbul (Turkey  Electricity facilities and sale of electrici
Antrel, A.lLE. 50.0 50.0 50.0 50.0 Girona (Spain Combined heat and power pl¢
Aplicaciones Hidroeléctricas da

Beira Alta, Ltda. 35.7 35.7 35.7 35.7 Viseu (Portugal)  Hydroelectric plant
Asanefi, A.lLE. 42.5 42.5 42.5 42.5 Barcelona (Spair  Operation of a combined heat and power p
Asociacion Nuclear Asco-

Vandell6s li, A.LLE. Management, operation and administration of nuclear

85.4 85.4 85.4 85.4 Tarragona (Spair  plants
Calizas Elycar, S.L 25.0 25.0 25.0 25.0 Huesca (Spair Operation of combined heat and power pl:
Carbopego-Abastecimientos e

Combustiveis, S.A. 50.0 50.0 50.0 50.0 Ribatejo (Portugal Fuel supplies
Central Hidraulica Guegar-

Sierra, S.L. 33.3 33.3 33.3 33.3 Granada (Spain) Management of hydroelectric plants
Central Hidroeléctrica Casillas,

S.A. 49.0 49.0 49.0 49.0 Seville (Spain’ Management of mi-hydroelectric plant
Central Térmica de Anillares,

A.LE. 33.3 33.3 33.3 33.3 Madrid (Spain] Management of the Anllares fosfuel plant
Centrales Hidroelectricas de

Aysén, S.A. 51.0 18.5 — — Santiago (Chile)  Design and implementation of a project
Centrales Nucleares Almaraz-

Trillo, A.L.E. 24.2 23.9 24.2 23.9 Madrid (Spain) Management of the Almaraz and Trillo nuclear plants
Cogenera J. Vilaseca, A.l.LE 40.0 40.0 40.0 40.0 Barcelona (Spair ~ Operation of a combined heat and power p
Cogeneraon El Salto, S.L 20.0 20.0 20.0 20.0 Zaragoza (Spair  Combined heat and pow
Cogeneracioén Hostalrich, A.I.E. 33.0 33.0 33.0 33.0 Girona (Spain) Combined heat and power
Cogeneracioén Lipsa, S.L. 20.0 20.0 20.0 20.0 Barcelona (Spain) Combined heat and power
Cogeneracién Tenerel-Mollet,

A.lLE. 50.0 50.0 50.0 50.0 Barcelona (Spair  Combined heat and pow
Cogeneraon Tolosana, A.l.LE 25.0 25.0 25.0 25.0 Guiplzcoa (Spain  Combined heat and pow
Colomer de Cogeneracio, A.l.E. 27.5 27.5 27.5 27.5 Barcelona (Spain  Operation of a combined heat and power plant
Compaifiia Edlica Tierras Altas,

S.A. 35.6 35.6 33.8 33.8 Soria (Spain) Operation of wind farms




Compafiia Transportista de Gas |
Canarias, S.A

Confirel, A.l.E.
Consorcio Ar-Ingendesa Ltdz

Consorcio Ingendesa-Minmetal
Ltda.

Corelcat, A.lLE.

Corporacién Edlica de
Zaragoza, S.L

Desaladora de la Costa del Sol,
S.A.

Desarrollo Tecnolégico Nuclear,
S.L.

Distribucion y Comercializacion de
Gas Extremadura
Dicogexsa, S.A

Distribuidora Regional de Gas, S
Ecoeneria de Can Mata, A.I.E

Eevm-Empreendimientos Edlicos
Vale do Minho, S.A

Elcogas, S.A

Eléctrica de Jafre, S./
Eléctrica de Lijar, S.L
Eléctrica de Puerto Real, S..

Empreendimientos Hiéos da Serr:
do Si, S.A.

Emprendimientos Edlicos de
Alvadia, Lda.

Empresa Provincial de Energia,
S.A.

Energética de Roselld, A.l.E.
Energia de la Loma, S.A.

45.0

50.0
50.0

50.0
45.0

25.0

25.0

46.3

47.0

45.0
25.0

50.0

40.9
47.5
50.0
50.0

29.0

48.0

30.0

27.0
40.0

45.0

50.0
18.2

18.2
45.0

25.0

25.0

46.3

47.0

45.0
25.0

37.5

40.9
47.5
50.0
50.0

29.0

48.0

30.0

27.0
40.0

45.0

50.0
50.0

50.0
45.0

25.0

25.0

46.3

47.0

45.0
25.0

50.0C

40.9
47.5
50.0
50.0

29.0

48.0

30.0

27.0
40.0

45.0

50.0
18.2

18.2
45.0

25.0

25.0

46.3

47.0

45.0
25.0

37.5

40.9
47.5
50.0
50.0

29.0

48.0

30.0

27.0
40.0

Las Palmas d
G.C. (Spain

Girona (Spain
Santiago (Chile

Santiago (Chile
Lleida (Spain)

Zaragoza (Spair
Mélaga (Spain

Madrid (Spain;

Badajoz (Spain

Valladolid (Spain;
Barcelona (Spair

Esposend
(Portugal)

Madrid (Spain;
Girona (Spain
Cédiz (Spain)
Cédiz (Spain)

Pombal(Portugal)

Ribeira de Pen
(Portugal)

Huesca (Spain)
Barcelona (Spain
Jaén (Spain)

Natural gas operations in the Canary Isla

Combined heat and pow
Project engineering consulting servit

Engineering service
Combined heat and pow

Renewable energi¢

Water desalination and supply on the Costa de

Nuclear plant R&D project

Gas distributior
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Bio-mass




Enercias Alternativas del Sur, S.
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Ensafeca Holding
Empresarial, S.L
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Barcelona (Spain)
Barcelona (Spain’
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Gas Extremadura Transportista,
S.L.

GNL Chile, S.A.
Gorona del Viento El Hierro, S./

Green Fuel Andaliia, S.A.
Green Fuel Castillay l6n, S.A.
Green Fuel Extremadura, S.
Hidricas de Viseu, S./

Hidro Escoén, S.L.
Hidroeléctrica de Ourol, S.L
Hidroeléctrica del Piedra, S.1
Iniciativas de Gas, S.I
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Inversiones Gas Atacama
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Livorno Holding, S.R.L.

Medidas Ambientales, S.!
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MPE Energia, S.R.L.
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Parque Edlico A.Capelada,
A.lLE.

Parque Edlico de Barbanza,
S.A.

Parque Edlico de Cabo Vilano,
A.lLE.

Parque Edlico Sierra del
Madero, S.A

Pego|-Enercia Eléctrica, S.A.

Planta de Regasificacion de
Sagunto, S.A

Powercer-Sociedade de
Cogericao de Vialonga, S.A

Printerel, S.L
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Sociedad Consorcio
Ingendes-Ara Limitada

Sociedad dlica de Andaluia, S.A.
Sociedad dlica Los Lances, S./
Societé des Eaux de I'Est

Sodesa-Comercializacao de
Energia Eéctrica, S.A

Soprolif, S.A.

Suministradora Eléctrica de
Cédiz, S.A.

Tecnatom, S.A

Tejo Energia, Producao e
Distribucao de Energia Hi#ica,
S.A.

Termoeléctrica José de San Mar
S.A.
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Termotec Enelia, A.lLE
Tirme, S.A.
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Electricity transmission
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Exhibit 12.1
CERTIFICATION
I, Rafael Miranda Robredo, certify that:
1. | have reviewed this annual report on Fof#2f Endesa, S.A,;

2. Based on my knowledge, this report doesantain any untrue statement of a material facnoit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this report;

3. Based on my knowledge, the financial stateémend other financial information included iistreport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the company as of, andffier periods presented in this report;

4. The company'’s other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the company and have:

(@) Designed such disclosure controls and puresgl or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatedsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over finandiegorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the compadigslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyéhis report based on such
evaluation; and

(d) Disclosed in this report any change in thegany’s internal control over financial reportiftat occurred during the period
covered by the annual report that has materiafigcédd, or is reasonably likely to materially affebe company’s internal control over
financial reporting; and

5. The company’s other certifying officer anldlave disclosed, based on our most recent evatuatimternal control over financial
reporting, to the company’s auditors and the acmlitmittee of the company’s board of directors (@nspns performing the equivalent
functions):

(@) All significant deficiencieand material weaknesses in the design or operatfioriernal control over financial reporting whi
are reasonably likely to adversely affect the comyfgability to record, process, summarize and refaancial information; and

(b) Any fraud, whether or not material, that ilwess management or other employees who have dis@ntirole in the company’s
internal control over financial reporting.

Date: June 1, 20C

By: /S/ RAFAEL MIRANDA ROBREDO
Name: Rafael Miranda Robred
Title: Chief Executive Office




Exhibit 12.2
CERTIFICATION
I, José Luis Palomo Alvarez, certify that:
1. | have reviewed this annual report on Fof#2f Endesa, S.A,;

2. Based on my knowledge, this report doesantain any untrue statement of a material facnoit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this report;

3. Based on my knowledge, the financial stateémend other financial information included iistreport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the company as of, andffier periods presented in this report;

4. The company'’s other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the company and have:

(@) Designed such disclosure controls and puresgl or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatedsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over finandiegorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the compadigslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyéhis report based on such
evaluation; and

(d) Disclosed in this report any change in thegany’s internal control over financial reportiftat occurred during the period
covered by the annual report that has materiafigcédd, or is reasonably likely to materially affebe company’s internal control over
financial reporting; and

5. The company’s other certifying officer anldlave disclosed, based on our most recent evatuatimternal control over financial
reporting, to the company’s auditors and the acmlitmittee of the company’s board of directors (@nspns performing the equivalent
functions):

(@) All significant deficiencieand material weaknesses in the design or operatfioriernal control over financial reporting whi
are reasonably likely to adversely affect the comyfgability to record, process, summarize and refaancial information; and

(b) Any fraud, whether or not material, that ilwess management or other employees who have dis@ntirole in the company’s
internal control over financial reporting.

Date: June 1, 20C

By: /S/ JOE LUIS PALOMO ALVAREZ
Name: Jo< Luis PalomcAlvarez
Title: Chief Financial Officel




Exhibit 13.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The certification set forth below is being submitte connection with the Annual Report on Form 2fbiRthe year ended December 31,
2006 (the “Annual Report”) for the purposes of cdyimm with Rule 13a-14(b) or Rule 15d-14(b) of tBecurities Exchange Act of 1934 (the
“Exchange Act”) and Section 1350 of Chapter 63 itETL8 of the United States Code.

Rafael Miranda Robredo, the Chief Executive Offiard José Luis Palomo Alvarez, the Chief Finar®@ificer of Endesa, S.A., each
certifies that, to the best of his knowledge:

1. the Annual Report fully complies with the requirerteof Section 13(a) or 15(d) of the Exchange Aoy
2. the information contained in the Annual Reportlfapresents, in all material respects, the finanmadition and results of
operations of Endesa, S.A.

Date: June 1, 20C

By: /s/ RAFAEL MIRANDA ROBREDO
Name: Rafael Miranda Robred
Title: Chief Executive Office

/sl JOE LUIS PALOMO ALVAREZ
Name: Jo< Luis PalomcAlvarez
Title:  Chief Financial Officel




