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A. Capital Structure

A.1 Complete the following table on the company’s share capital:

Date of 
last modification 

Share 
capital (€) Number of shares

Number of 
voting rights

09-08-2011  991,672,139 991,672,139 991,672,139

Please indicate whether or not there are different types of shares with different rights associated:

Yes No X

A.2 Provide details of the direct and indirect owners of significant stakes in your company at year end, excluding 
Directors:

Name or company name of shareholder
Number of direct 

voting rights
Number of indirect 

voting rights (*)
% of total 

voting rights

Caja de Ahorros y Pensiones de Barcelona 0 349,806,340 35.274

Repsol YPF, S.A. 236,226,786 61,376,057 30.010

Société Nationale pour la Recherche, la Production,  
le Transport, la Transformacion et la Commercialisation  
des Hydrocarcarbures, S.p.A. (Sonatrach)

38,183,600 0 3.850

(*) Through:

Name or company name of the 
indirect holder of the stake 

Name or company name of the 
direct holder of the stake

Number of direct 
voting rights

% of total 
voting rights 

Caja de Ahorros y Pensiones de Barcelona Criteria CaixaHolding, S.A.U. 349,806,340 35.274

Repsol YPF, S.A. Repsol Exploración, S.A. 15,675,352 1.581

Repsol YPF, S.A. Repsol Petróleo, S.A. 45,700,706 4.608

Indicate the most significant changes in the shareholder structure occurred during the year:

Name or company name of shareholder Date of the transaction Description of the transaction

Société Nationale pour la Recherche, la Production, le Transport, la Transformation 
et la Commercialisation des Hydrocarbures, S.p.A. (Sonatrach)

09-08-2011
Equity over 3% 
of share capital. 
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A.3 Complete the following tables regarding the members of the company’s Board of Directors who hold voting rights 
over the company shares:

Name or company 
name of Director

Number of direct 
voting rights

Number of indirect 
voting rights (*)

% of total 
voting rights

Mr Salvador Gabarró Serra 3,107 0 0.000

Mr Antonio Brufau Niubó 77,276 0 0.008

Mr Rafael Villaseca Marco 12,434 0 0.001

Mr Carlos Kinder Espinosa 5,391 0 0.001

Mr Carlos Losada Morradán 1,924 12,541 0.001

Mr Demetrio Carceller Arce 2,692 0 0.000

Mr Emiliano López Achurra 1,046 0 0.000

Mr Enrique Alcántara-García Irazoqui 7,942 20,714 0.003

Mr Felipe González Márquez 1,812 0 0.000

Mr Juan María Nin Génova 149 0 0.000

Mr Juan Rosell Lastortras 0 2,000 0.000

Mr Luis Suárez de Lezo Mantilla 18,156 0 0.002

Mr Miguel Valls Maseda 6,530 0 0.001

Mr Nemesio Fernández-Cuesta Luca de Tena 1 0 0.000

Mr Ramon Adell Ramon 1,000 0 0.000

Mr Santiago Cobo Cobo 652 0 0.000

Name or company name of the 
indirect holder of the stake

Through: name or company name of the 
direct holder of the stake

Number of direct 
voting rights

% of total 
voting rights

Mr Enrique Alcántara-García Irazoqui Bufete Alcántara S.L.P. 20,714 0.002

Mr Carlos Losada Morradán Mrs Mercedes Cavestany de Dalmases 12,541 0.001

Mr Juan Rosell Lastortras Mr Juan Rosell Codinachs 2,000 0.000

% total voting rights in possession of the Board of Directors 0.018

Fill in the following tables regarding the members of the company’s Board of Directors who own stock options in the 
company:

A.4 Indicate, where applicable, the family, commercial, contractual or corporate relations which could exist between the 
owners of significant stakes, provided they are known by the company, unless they are irrelevant or arise from normal 
trading activities:

Relationship type:

COM CON COR
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Brief outline:

Details of commercial, contractual or corporate relations between “la Caixa” and Repsol YPF, S.A. are provided in the information prepared by said 
groups. See also parallel shareholders agreements, section A.6.

Name or company name of related parties

Repsol YPF, S.A.

Caja de Ahorros y Pensiones de Barcelona

A.5 Indicate, where applicable, the commercial, contractual or corporate relations which could exist between the 
holders of significant shares and the company and/or its group, unless they are irrelevant or arise from normal trading 
activities:

A.6 Specify whether any shareholders’ agreements have been notified to the company that affect it in accordance with 
the provisions set forth in Article 112 of the Securities Market Act. Where applicable, give a brief description and list the 
shareholders associated with the agreement: 

Yes NoX

% of share capital affected: 65.284

Brief outline of agreement:

Agreement of 11 January 2000, novation of 16 May 2002 and addenda of 16 December 2002 and 20 June 2003. (i)  Repsol YPF and 
“la Caixa” shall preserve at all times the principles of transparency, independence and professionalism in the management of Gas 
Natural through maintaining full control of said company. (ii) The Board shall comprise seventeen (17) members, five (5) appointed by 
Repsol YPF, five (5) appointed by “la Caixa”, one (1) Director representing Caixa Catalunya and six (6) Independent Directors jointly 
nominated by “la Caixa” and Repsol YPF. Repsol YPF and “la Caixa” shall vote in favour of the appointments put forward by the other 
party. (iii) Among the Directors nominated by each of the parties, “la Caixa” shall propose who should hold the position of Chairman 
of the Board and Repsol YPF to the CEO. The Repsol YPF and “la Caixa” Directors shall vote in favour of the proposed appointments 
for each of the positions. (iv) The Executive Committee shall be comprised by eight (8) members, of which three (3) shall be elected 
from among the Directors nominated by Repsol YPF, including the CEO, three (3) from among those proposed by “la Caixa”, including 
the Chairman, and two (2) from among the Independent Directors. (v) In accordance with the principles outlined in section (i) above, 
the parties in good faith and in the sole interest of Gas Natural, shall reach a consensus on the Gas Natural Strategic Plan, prior to 
its submission to the Board of Directors, which shall include all decisions affecting the basic outlines of the company’s strategy: its 
organisational structure, annual budget, operations of concentration, transfer and the acquisition of assets that are essential in the 
strategic development of Gas Natural. 
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Parties to parallel shareholders agreements

Repsol YPF, S.A.                             

Caja de Ahorros y Pensiones de Barcelona

Indicate whether or not the company is aware of the existence of concerted actions among its shareholders. If so, 
briefly describe them: 

Yes NoX

% of share capital affected: 35.274

Brief description of the concerted action:

Agreement of 11 January 2000, novation of 16 May 2002 and addenda of 16 December 2002 and 20 June 2003. By virtue of the agreements 
referred to in the previous section, “la Caixa” and Repsol YPF, which separately each have a controlling interest in accordance with the rules of 
takeover bids, have joint control of Gas Natural owing to regulatory requirements and for competition purposes. They jointly have a share in the 
company of over 50% and have appointed more than half of the governing body. In accordance with current regulations, said pacts give rise to 
a concerted action between “la Caixa” and Repsol in Gas Natural. Significant facts: No. 20320 dated 12-01-2000, No. 35389 dated 22-05-2002 
and No. 42788 – 42785 – 42790 and 42784 dated 20-06-2003.

Parties to concerted action

Caja de Ahorros y Pensiones de Barcelona

% of share capital affected: 30.010

Brief description of the concerted action:

Agreement of 11 January 2000, novation of 16 May 2002 and addenda of 16 December 2002 and 20 June 2003. By virtue of the agreements 
referred to in the previous section, “la Caixa” and Repsol YPF, which separately each have a controlling interest in accordance with the rules of 
takeover bids, have joint control of Gas Natural owing to regulatory requirements and for competition purposes. They jointly have a share in the 
company of over 50% and have appointed more than half of the governing body. In accordance with current regulations, said pacts give rise to 
a concerted action between “la Caixa” and Repsol in Gas Natural. Significant facts: No. 20320 dated 12-01-2000, No. 35389 dated 22-05-2002 
and No. 42788 – 42785 – 42790 and 42784 dated 20-06-2003.

Parties to concerted action

Repsol YPF, S.A.

If any modification or cancellation of said agreements or concerted actions has taken place during the year, please 
make express mention of this: 

–
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A.7 Indicate if there is any individual person or legal entity that exercises or who might exercise control of the company 
pursuant to Article 4 of the Securities Market Act. Respond, where applicable:

Yes No X

A.8  Complete the following tables concerning the company’s treasury stock:

At year end: 

Number of direct shares Number of indirect shares (*) % of share capital

0 0 0.000

(*) Through:

Total 0

Provide details of the significant changes occurring during the year pursuant to Royal Decree 1362/2007:

Unrealised gains/(Losses) of treasury stock disposed of over the period (thousands of euros) 0

A.9 Give details of the terms and conditions corresponding to the General Meeting of Shareholders’ current mandate 
to the Board of Directors for acquiring or assigning own shares.

Point eight of the agenda of the General Meeting of Shareholders of 20 April 2010 agreed the following:

Eight. Authorisation to the Board of Directors for the derivative acquisition of own shares, either directly or through group companies of Gas 
Natural SDG, S.A., in the terms agreed by the General Meeting and with the legally established restrictions, thus cancelling the authorisation 
agreed by the Ordinary General Meeting of 26 June 2009.

Eight one. To cancel the authorisation granted to the Board of Directors by the General Meeting held on 26 June 2009 to acquire company 
shares for good and valuable consideration.

Eight two. To authorise the Board of Directors to acquire, on a payment basis, and in a term of no longer than five years, on one or more 
occasions, up to a maximum of 10% of share capital, or the maximum figure that is the result of the application in accordance with the 
legislation in force at the time of acquisition, company shares which are completely paid in provided that the aforesaid percentage between 
the shares acquired by the company and those held by the subsidiaries is never exceeded. The minimum and maximum acquisition price shall 
be the share price on the Continuous Market of the Spanish Stock Exchange, with an upward or downward variation of 5%. If the shares are 
not listed, the maximum and minimum acquisition price shall be established at between one and a half times and twice the book value of the 
shares, as per the latest audited consolidated balance sheet. The Board of Directors is authorised to delegate this authorisation to the person 
or persons it deems pertinent. This authorisation is understood to apply also to the acquisition of company shares by subsidiaries.
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Likewise, point nine of the agenda of the General Meeting of Shareholders of 20 April 2010 agreed the following:

Nine. Authorisation for the Board of Directors, in accordance with the provisions laid down in Article 153.1.b) of the Public Limited Companies 
Act, so that, within the maximum term of five (5) years, if it considers it appropriate, it can increase the share capital, to the maximum quantity 
corresponding to 50% of the social capital of the company, with the possibility of incomplete subscription, on the date of the authorisation issuing 
shares with or without the right to vote, with or without a premium, up to half the share capital, in one or more times and on the occasions and to 
the amount it considers appropriate, rewriting the Transitory Article of the Articles of Association, thus cancelling the authorisation agreed by the 
Ordinary General Meeting of 26 June 2009. 

Nine 1. Taking into consideration the current share capital figure, to authorise the Board of Directors to increase the share capital by four 
hundred and sixty million eight hundred and seventy eight thousand four hundred and seventy five euros (460,878,475 euros) within five years 
from today’s date, through a cash contribution, in one or more payments and as appropriate for the amount decided, duly issuing ordinary, 
privileged and redeemable shares, with or without the right to vote, with or without a premium, without the need for fresh authorisation from 
the General Meeting, as well as to amend the Articles of Association required for the share capital increase(s) carried out by virtue of the 
foregoing authorisation, not fully subscribed. All the foregoing is in accordance with the provisions laid down in article 153.1.b) of the Public 
Limited Companies Act, rendering null and void the authorisation agreed by the Ordinary General Meeting of 26 June 2009.

Nine 2. Pursuant to the provisions laid down in article 159.2 of the Public Limited Companies Act, the Board of Directors is expressly 
empowered to fully or partially exclude the preferential subscription right with regard to all or any of the issuances agreed in accordance with 
the provisions of this authorisation.

Nine 3. As a consequence of the foregoing agreement, to amend the Transitory Article of the Articles of Association, which will henceforth be 
drafted as follows:

“Transitory Article - Delegation to the Board of Directors.

Through an agreement of the Ordinary General Meeting of Shareholders held on 20 April 2010, the company’s Board of Directors has been authorised 
to increase the share capital by four hundred and sixty million eight hundred and seventy eight thousand four hundred and seventy five euros 
(460,878,475 euros) within five years, from today’s date, through a cash contribution, in one or more payments and as appropriate for the amount 
decided, duly issuing ordinary, privileged and redeemable shares, with or without the right to vote, with or without a premium, without the need for 
new authorisation from the General Meeting, as well as to amend the Articles of Association required for the share capital increase(s) carried out by 
virtue of the foregoing authorisation, not fully subscribed.  All the foregoing is in accordance with the provisions laid down in article 153.1.b) of the 
Public Limited Companies Act.”

Last amendment of the Transitory Article, June 2011.

The authorisation was partly employed by the Board of Directors of the company at its session of 17 June 2011, increasing the share capital by 
38,183,600 euros, whereby the current authorisation is for 422,694,875 euros and the wording of the Transitory Article is as follows:

“Transitory Article - Delegation to the Board of Directors.

Through an agreement of the Ordinary General Meeting of Shareholders held on 20 April 2010 and valid for five years from adoption 
thereof, the company’s Board of Directors was authorised to increase the share capital by four hundred and sixty million eight hundred 
and seventy eight thousand four hundred and seventy five euros (460,878,475 euros). By virtue of a resolution of the Board of Directors 
dated 17 June 2011, the amount of 38,183,600 euros was exercised, whereby the delegation, which remains in force, means that the 
company’s Board of Directors, by virtue of the resolution taken by the Ordinary General Meeting of Shareholders on 20 April 2010, is 
empowered to increase the share capital by the amount not exercised up to the maximum authorised limit, viz., by four hundred and 
twenty  two million six hundred and ninety four thousand eight hundred and seventy five euros (422,694,875 euros), within five years, 
from 20 April 2010, through a cash contribution, in one or more payments and as appropriate for the amount decided, issuing ordinary, 
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privileged and redeemable shares, with or without the right to vote, with or without a premium, without the need for fresh authorisation 
from the General Meeting, as well as to amend the Articles of Association required for the share capital increase(s) carried out by virtue of 
the foregoing authorisation, not fully subscribed. All the foregoing is in accordance with the provisions laid down in article 297.1.b) of the 
Capital Companies Act.”

A.10 Indicate, where applicable, the legal and statutory requirements in the Articles of Association regarding the use 
of voting rights, and legal restrictions on the acquisition or sale of holdings in the share capital. Indicate whether or not 
there are legal restrictions to exercising voting rights:

Yes NoX

Maximum percentage of voting rights that can be exercised by a shareholder in accordance with legal restrictions 0

Indicate whether or not there are statutory restrictions to exercising voting rights:

Yes No X

Maximum percentage of voting rights that can be exercised by a shareholder in accordance with statutory restrictions 0

Indicate whether or not there are legal restrictions to the acquisition or assignment of shares in the company’s capital:

Yes NoX

Description of the legal restrictions to the acquisition or assignment of shares in the company’s share capital:

As a company that incorporates certain regulated and quasi-regulated assets and activities into its group, the acquisition of Gas Natural SDG, S.A. 
may be subject to the provisions laid down in Additional Provision 11.3.1.14 of Law 34/1998, governing the Hydrocarbons Sector.

Given its nature as a major operator in the gas and electricity markets, the holding of its shares is subject to the restrictions laid down in 
Article 34 of Decree-Law 6/2000, governing Urgent Measures to intensify competition in the goods and services markets.

A.11 Specify whether the General Meeting has agreed to take up measures of neutralisation against a takeover bid by 
virtue of provisions set forth in Law 6/2007.

Yes No X

If appropriate, explain the measures approved and the terms under which the restrictions would not be enforceable:

–
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B. Structure of the Management of the Company 

B.1 Board of Directors

B.1.1 Describe the maximum and minimum number of Directors set forth in the Articles of Association:

Maximum number of Directors 20

Minimum number of Directors 10

B.1.2 Complete the following table with the members of the Board:

Name or company name 
of Director Representative

Position 
on Board

Date first 
appointment

Date last 
appointment Election procedure

Mr Salvador Gabarró Serra – Chairman 23-06-2003 26-06-2009 Vote at General Meeting

Mr Antonio Brufau Niubó – Deputy Chairman 16-06-1989 20-04-2010 Vote at General Meeting

Mr Rafael Villaseca Marco – Chief Executive Officer 20-04-2005 21-05-2008 Vote at General Meeting

Mr Carlos Kinder Espinosa – Director 20-04-2005 21-05-2008 Vote at General Meeting

Mr Carlos Losada Marrodán – Director 16-12-2002 21-05-2008 Vote at General Meeting

Mr Demetrio Carceller Arce – Director 21-05-2008 21-05-2008 Vote at General Meeting

Mr Emiliano López Achurra – Director 23-06-2003 26-06-2009 Vote at General Meeting

Mr Enrique Alcántara-García 
Irazoqui

– Director 27-06-1991 20-04-2010 Vote at General Meeting

Mr Felipe González Márquez – Director 17-12-2010 14-04-2011 Vote at General Meeting

Mr Juan María Nin Génova – Director 21-05-2008 21-05-2008 Vote at General Meeting

Mr Juan Rosell Lastortras – Director 26-06-2009 26-06-2009 Vote at General Meeting

Mr Luis Suárez de Lezo Mantilla – Director 20-04-2010 20-04-2010 Vote at General Meeting

Mr Miguel Valls Maseda – Director 20-04-2005 21-05-2008 Vote at General Meeting

Mr Nemesio Fernández-Cuesta 
Luca de Tena

– Director 28-01-2011 14-04-2011 Vote at General Meeting

Mr Ramon Adell Ramon – Director 18-06-2010 14-04-2011 Vote at General Meeting

Mr Santiago Cobo Cobo – Director 16-12-2002 21-05-2008 Vote at General Meeting

Total number of Directors 16

Indicate the replacements occurring in the Board of Directors during the period:

Name or 
company name of Director

Condition member of the 
Board at the time of replacement Replacement date

Mr Narcís Serra Serra Proprietary Director 28-11-11
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B.1.3 Complete the following tables regarding the members of the Board of Directors and their different status:

Executive Directors

Name or company 
name of Director 

Committee which 
proposed appointment

Position in the company’s 
management structure

Mr Salvador Gabarró Serra Appointments and Remuneration Committee Chairman

Mr Rafael Villaseca Marco Appointments and Remuneration Committee Chief Executive Officer

Total number of Executive Directors 2

% total of the Board  12.5

External Proprietary Directors

Name or company 
name of Director

Committee which 
proposed appointment

Name or title of significant 
shareholder he/she represents 
or who proposed appointment

Mr Antonio Brufau Niubó Appointments and Remuneration Committee Repsol YPF, S.A.

Mr Carlos Kinder Espinosa Appointments and Remuneration Committee Criteria CaixaHolding, S.A.U.

Mr Demetrio Carceller Arce Appointments and Remuneration Committee Repsol YPF, S.A.

Mr Enrique Alcántara-García Irazoqui Appointments and Remuneration Committee Criteria CaixaHolding, S.A.U.

Mr Juan María Nin Génova Appointments and Remuneration Committee Criteria CaixaHolding, S.A.U.

Mr Juan Rosell Lastortras Appointments and Remuneration Committee Criteria CaixaHolding, S.A.U.

Mr Luis Suárez de Lezo Mantilla Appointments and Remuneration Committee Repsol YPF, S.A.

Mr Nemesio Fernández-Cuesta Luca de Tena Appointments and Remuneration Committee Repsol YPF, S.A.

Total number of Proprietary Directors  8

 % total of the Board 50.0

External Independent Directors

Name or company name of Director Profile

Mr Carlos Losada Marrodán
Lecturer of ESADE. Academic. Law Graduate 

and Doctorate in Business Administration 

Mr Emiliano López Achurra
Lawyer. Diploma in International Studies (I.E.P.). Diploma in 

European Community Law (Colegio de Europa)

Mr Felipe González Márquez Lawyer. President of the Government of Spain 1982-1996

Mr Miguel Valls Maseda
Business Studies Graduate, Master’s Degree from EADA 

and Business Administration Diploma from IESE

Mr Ramon Adell Ramon
Professor of Financial Economics 

and Accounting at the University of Barcelona

Mr Santiago Cobo Cobo Entrepreneur. Business Administration Graduate

Total number of Independent Directors  6

% total of the Board  37.5
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Other External Directors

Detail the reasons why they cannot be considered as proprietary or independent and their relationships, either with the 
company or its executives or with its shareholders.

Indicate the changes, if any, in the type of Director during the period:

B.1.4 Explain, if appropriate, the reasons why Proprietary Directors have been appointed at the request of 
shareholders whose shareholding is less than 5% of the share capital:

Indicate whether or not formal requests have been accepted for presence on the Board from shareholders whose 
holding is equal to or higher than that of others for whom Proprietary Directors have been appointed. If appropriate, 
explain the reasons why these have not been dealt with:

Yes No X

B.1.5 Indicate whether or not a Director has resigned from his/her post before the conclusion of his/her term of 
office, whether or not he/she has provided the Board with reasons and through which medium and, if he/she has 
done so in writing to the entire Board, explain at least the reasons given: 

Yes NoX

Director’s name Reason for resignation

Mr Narcís Serra Serra Professional reasons explained in a letter dated 28-11-2011

B.1.6  Indicate, where applicable, the powers delegated to the Managing Director(s): 

Name or company name of Director Brief outline

Mr Rafael Villaseca Marco He has delegated extensive powers of representation and administration 
in accordance with the nature and requirements of the Chief Executive 
Officer
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B.1.7 Indicate, where applicable, the Board members holding positions of administrators or executives in other 
companies forming part of the group of the listed company:

Name or company  
name of Director

Corporate name of the  
listed company Position

Mr Rafael Villaseca Marco Gas Natural Aprovisionamientos SDG, S.A. Director

Mr Rafael Villaseca Marco Repsol-Gas Natural LNG, S.L. Chairman

Mr Luis Suárez de Lezo Mantilla Repsol-Gas Natural LNG, S.L. Director

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol-Gas Natural LNG, S.L. Deputy Chairman

B.1.8 Identify, if applicable, the Directors of your company who are members of the Board of Directors of other 
companies listed on official stock exchanges in Spain other than those of your group, that have been reported to the 
company:

Name or company  
name of Director

Corporate name of 
the listed company Position

Mr Salvador Gabarró Serra Caixabank, S.A. Director

Mr Antonio Brufau Niubó Repsol YPF, S.A. Chairman

Mr Demetrio Carceller Arce Deoleo, S.A. Director

Mr Demetrio Carceller Arce Sacyr-Vallehermoso, S.A. Director

Mr Demetrio Carceller Arce Sociedad Anónima Damm Chairman

Mr Juan María Nin Génova Repsol YPF, S.A. Director

Mr Juan María Nin Génova Caixabank, S.A. Deputy Chairman and CEO

Mr Juan Rosell Lastortras Caixabank, S.A. Director

Mr Luis Suárez de Lezo Mantilla Repsol YPF, S.A. Secretary Director

B.1.9 Indicate and, where applicable, explain whether or not the company has laid down rules on the number of 
Boards on which its Directors can sit: 

Yes No X

B.1.10 With regard to Recommendation No. 8 of the Unified Code, indicate the general policies and strategies of the 
company that the plenary Board has reserved the right to approve:  

The investment and finance policy Yes

The definition of the structure of the group of companies Yes

The corporate governance policy Yes

The corporate social responsibility policy Yes

Strategic or Business Plan, as well as the management aims and annual budgets Yes
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The remuneration policy and appraisal of senior management performance Yes

Control of risk management policy, as well as periodic monitoring of the 
internal information control system

Yes

The dividend policy, as well as the treasury stock policy and, in particular, its limits Yes

B.1.11 Fill in the following tables regarding the total remuneration of the Directors earned over the year:

a) In the company which is the object of this report:

Remuneration concept Data in thousands of euros

Fixed remuneration 1,012

Variable remuneration 966

Expenses 4,074

Established in Articles of Association 0

Stock options and other financial instruments 0

Others 1,728

Total 7,780

Other benefits Data in thousands of euros

Advances 0

Credits granted 0

Pension plans and funds: contributions 263

Pension plans and funds: obligations 0

Life insurance premiums 0

Guarantees made by the company to Directors 0

b) Through company Directors belonging to other Boards of Directors and/or the senior management of group 
companies:

Remuneration concept Data in thousands of euros

Fixed remuneration 0

Variable remuneration 0

Expenses 0

Established in Articles of Association 0

Stock options and/or other financial instruments 0

Others 0

Total 0
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Other benefits Data in thousands of euros

Advances 0

Credits granted 0

Pension plans and funds: contributions 0

Pension plans and funds: obligations 0

Life insurance premiums 0

Guarantees made by the company to Directors 0

c) Total remuneration by type of Director:

Director type by company By company By group

Executives 5,059 0

External Proprietary 1,671 0

External Independent 1,050 0

Other External 0 0

Total 7,780 0

d) As a percentage of the profits attributable to the controlling company:

Total remuneration of Directors (in thousands of euros) 7,780

Directors’ total remuneration profit attributed to the parent company (%) 0.6

B.1.12 Identify members of senior management who are not also Executive Directors, and indicate the total 
remuneration they earned during the year:

Name or company name Position

Mr Manuel Fernández Álvarez Head of Wholesale Energy Business

Mr José María Egea Krauel Head of Energy Planning

Mr José Antonio Couso López Head of Regulated Electricity Business

Mr José Javier Fernández Martínez Head of Power Generation

Mr Antoni Peris Mingot Head of Regulated Gas Business

Mr Daniel López Jordà Head of Retail Energy Business 

Mr Sergio Aranda Moreno General Manager of Latin America

Mr Antonio Basolas Tena Head of Strategy and Development

Mr Antonio Gallart Gabás Chief Corporate Officer

Mr Jordi Garcia Tabernero Head of Communications and the Chairman’s Office

Mr Carlos Javier Álvarez Fernández Chief Financial Officer

Mr Manuel García Cobaleda Head of Legal Services

Total remuneration of senior management (in thousands of euros) 10,573
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B.1.13 Indicate if there are guarantee or ironclad clauses for cases of dismissal or control changes in favour of 
members of senior management, including Executive Directors of the company or its group. Indicate if these contracts 
must be notified and/or approved by the bodies of the company or its group:

Number of beneficiaries 13

Board of Directors General Meeting

Body that authorises the clauses No No

Is the General Meeting informed of the clauses? Yes

B.1.14 Indicate the process for establishing the remuneration of the members of the Board of Directors and the 
relevant clauses of the Articles of Association in that respect:

Process for establishing payment for the members of the Board of Directors and the statutory clauses

Article 22 of the Regulations of the Board of Directors states the following:

“1. The position of Director of Gas Natural SDG, S.A. shall be remunerated in the form set out in the Articles of Association, in the light of the 
report issued by the Appointments and Remuneration Committee, pursuant to Article 31 of these regulations. 

The Appointments and Remuneration Committee shall propose to the General Meeting of Shareholders the criteria it deems appropriate to 
assure compliance with the purposes of this article, and the Board shall be responsible for its approval and the final distribution of the total 
sum, within the limits set out in the Articles of Association for that purpose. Each year, whenever it deems appropriate, the Board of Directors 
shall be entitled to approve payments of the amounts pertaining to each Director for the activities performed during that period. 

2. The Board shall define the payment policy for its Directors, determining (i) the amounts corresponding to the fixed components, with a 
breakdown of those that correspond to the participation in the Board and its Committees and (ii) the variable concepts, where applicable, 
specifying their relative importance with regard to the fixed components. Except for just cause, remuneration through the delivery of shares, 
stock options or instruments referenced to the share value shall be limited to Executive Directors.

3. Remuneration of the Directors shall be transparent. The Annual Report, which is an essential part of the Annual Accounts, shall contain any 
information deemed appropriate concerning the remuneration received by the members of the Board of Directors.” 

Complementing the foregoing, section 2 of Article 31 expressly states: “The Committee (Appointments and Remuneration Committee) has 
powers to examine and submit the following matters: putting forward criteria for the remuneration of the company’s Directors and to assure 
transparency in remunerations…”

Furthermore, Article 44 of the revised text of the Articles of Association, in accordance with the agreements adopted in the General Meeting 
of Shareholders of 14 April 2011, specifically states: 

“The Board of Directors will receive remuneration of 4% of the resulting profit, having deducted overheads, interest, taxes and other amounts 
that have to be allocated to write-down and repayment, unless the Board agrees to reduce the amount receivable in those years in which it 
deems such action appropriate. The resulting amount will be for distribution to the Board of Directors and its delegated committees, as well 
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as to members of the Board that perform executive functions. It will be distributed in a manner deemed most opportune by the Board, both with 
regard to distribution among members, particularly the Chairman, in accordance with the duties and the time each member dedicates, as well as 
the form of expenses, statutory remuneration, compensation for executive duties, etc.

Administrators with executive duties in the company, regardless of their legal relationship with the company, will have the right to receive 
remuneration in exchange for these functions, which may be a fixed amount or a bonus, as well as incentive systems and another part that 
could include pension plans or insurance schemes and, if appropriate, the national social security scheme. Compensation may be payable in 
the event of termination not due to a breach of their functions.

The amount receivable by the Board, pursuant to the foregoing, may only be allocated once shareholders have been paid a minimum dividend 
of 4% of the share capital paid-up, pursuant to the provisions laid down in Article 218 of the Capital Companies Act.

By the same token, within the limits of the previous sections, all members may be remunerated with corporate shares or shares of another 
listed company of the group to which it belongs, options over the shares or instruments associated to the share price. This remuneration must 
be agreed by the General Meeting of Shareholders. If appropriate, the agreement will specify the number of shares to be handed over, the 
price of exercising the option right, the reference share price value and the duration of this method of remuneration”.

Indicate whether or not the Board in its plenary session has reserved the right to adopt the following decisions:

At the proposal of the chief executive of the company, the appointment and possible resignation of senior executives, 
as well as their compensation clauses Yes

The remuneration of Directors, as well as, in the case of executives, the additional remuneration through their executive 
duties and other conditions that their contracts must include Yes

B.1.15 Indicate whether or not the Board of Directors adopts a detailed payments policy and specify the matters on 
which it pronounces:

Yes NoX

Amount of the fixed elements, with a breakdown if applicable of the allowances for participation on the Board and its 
Committees, and an estimate of the annual fixed remuneration to which they are entitled

Yes

Variable payment concepts Yes

Main characteristics of the social benefits systems, with an estimate of the equivalent annual cost or amount Yes

Conditions to be observed in the contracts of those who exercise senior management functions as Executive Directors Yes
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B.1.16 Specify whether the Board submits a report on the remuneration policy for Directors to voting at the General 
Meeting as a separate, consultative matter on the agenda. Where applicable, explain the aspects of the report regarding 
the salary policy adopted by the Board for future years, the most significant changes in the said policies with regard to 
that applied during the year, and the global summary of how the remuneration policy was applied during the year. Give 
details of the role played by the Remuneration Committee and, if external consultancy services have been used, the 
identity of the external consultants that have provided the service:

Yes NoX

Matters covered by the remuneration policy:

The Report on Remuneration of Directors for 2010 was approved as a separate, consultative matter on the agenda, at the General Meeting held 
on 14 April 2011.

Remuneration of Directors in 2011 was set in accordance with criteria concerning the amount of time they spend, qualifications and 
responsibility, and in no case does the amount compromise their independence in the performance of their functions.  

It was deemed particularly appropriate to keep the values the same as the previous year which, in turn, had not changed since 2007.

Consequently, the Board of Directors received the following remuneration in 2011: 

Chairman of the Board of Directors: 550,000.00 euros/year.•	

Director: 126,500.00 euros/year.•	

Chairman of the Executive Committee: 550,000.00 euros/year.•	

Member of the Executive Committee: 126,500.00 euros/year.•	

Member of the Appointments and Remuneration Committee: 12,650.00 euros/year.•	

Member of the Audit and Control Committee: 12,650.00 euros/year.•	

Remuneration for sitting on the company’s governing bodies involves a fixed annual amount. The Directors have not received attendance allowances.

The remunerations policy with regard to Executive Directors for the performance of their executive duties, other than collegiate supervision and 
decision-taking, inherent to their post on the governing body are based on the following premises:

Having a competitive global remuneration level with regard to comparable companies in the energy sector.•	

Maintaining an annual bonus tied to measurable targets aligned with shareholders’ interests, with control and measurement systems, that •	
determine the bonus received based on assessments that measure individual performance, performance of the business units and the 
company as a whole.

Including medium/long-term multi-year bonus systems that encourage targets sustained over time to be achieved and holding on to critical •	
persons associated to these targets.
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We should point out that in 2011 there were no significant changes to the remuneration policy with regard to the policy applied in 2010.

The criteria pursued to establish the remuneration policy has been moderation, compensation for the time spent and a focus on the evolution of 
earnings. 

Role played by the Remuneration Committee:

For future years, the Appointments and Remuneration Committee has provided a favourable report to the Board of Directors concerning 
maintenance of the remunerations policy pursued to date, based on the principles of moderation, compensation for the amount of time spent 
and in line with earnings.

In exercise of the terms of reference given by the Regulations of the Board to the Appointments and Remunerations Committee, the latter 
proposed the remuneration criteria of company directors, which were adopted by the Board of Directors at its session held on 25 February 2011.

Have external consultancy services been used?     –

Identity of the external consultants     –

B.1.17 Indicate, where applicable, the identity of Board members who are also members of the Boards of Directors, 
Directors or employees of companies that hold significant stakes in the listed company and/or companies of your 
group:

Name or company 
name of Director

Company name of 
significant shareholder Position

Mr Salvador Gabarró Serra Caja de Ahorro y Pensiones de Barcelona First Deputy Chairman

Mr Antonio Brufau Niubó Repsol YPF, S.A. Chairman

Mr Juan María Nin Génova Caja de Ahorro y Pensiones de Barcelona General Director

Mr Juan María Nin Génova Repsol YPF, S.A. Director

Mr Juan María Nin Génova Criteria CaixaHolding, S.A.U. Deputy Chairman

Mr Luis Suárez de Lezo Mantilla Repsol YPF, S.A. Voting Secretary

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A. Head of Upstream
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Provide details, if appropriate, of the relevant relationships other than those included in the previous heading, of the 
members of the Board of Directors with the significant shareholders and/or in entities of its group:

Name or company name 
of associated Director

Name or company name of 
significant linked shareholder Description of relationship

Mr Salvador Gabarró Serra Caja de Ahorros y Pensiones de Barcelona Director of Caixabank, S.A.

Mr Antonio Brufau Niubo Repsol YPF, S.A. Chairman of YPF, S.A.

Mr Juan María Nin Génova Caja de Ahorros y Pensiones de Barcelona
Vice-president and CEO of 
Caixabank, S.A.

Mr Juan María Nín Génova Caja de Ahorros y Pensiones de Barcelona Director of Vidacaixa Grupo, S.A.U. 

Mr Juan Rosell Lastortras Caja de Ahorros y Pensiones de Barcelona Director of Caixabank, S.A.

Mr Luis Suárez de Lezo Mantilla Repsol YPF, S.A. Director of YPF, S.A.

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A. Chairman of Repsol Exploración, S.A. 

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Joint and several administrator of Repsol 
Investigaciones Petrolíferas, S.A.

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Joint and several administrator of Repsol 
Exploración Argelia, S.A.

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Joint and several administrator of Repsol 
Exploración Argelia, S.A.

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Joint and several administrator of Repsol 
Exploración Murzuq, S.A.

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Natural person representing Repsol 
Exploración, S.A., sole Administrator of 
Repsol Exploración Irlanda, S.A. 

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Natural person representing Repsol 
Exploración, S.A., sole Administrator of 
Repsol Exploración Suriname, S.L. 

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Natural person representing Repsol 
Exploración, S.A., sole Administrator of 
Repsol OCP de Ecuador, S.A.

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Natural person representing Repsol 
Exploración, S.A., sole Administrator of 
Repsol Exploración Ecuador, S.A.

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Joint and several administrator of Repsol 
YPF Oriente Medio, S.A.

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A. Chairman of Repsol Sinopec Brasil, S.A.

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Joint and several administrator of Repsol 
Exploración Sierra Leona, S.L.

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Natural person representing Repsol 
Exploración, S.A., Sole administrator of 
Repsol Exploración Perú, S.A. 

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Natural person representing Repsol 
Exploración, S.A., sole Administrator of 
Repsol Exploración Colombia, S.A. 

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Natural person representing Repsol 
Exploración, S.A., sole Administrator of 
Repsol Exploración Atlas, S.A. 
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Name or company name 
of associated Director

Name or company name of 
significant linked shareholder Description of relationship

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Natural person representing Repsol 
Exploración, S.A., sole Administrator of 
Repsol Exploración Kazakhstan, S.A. 

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Natural person representing Repsol 
Exploración, S.A., sole Administrator 
of Repsol Exploración Tobago, S.A. 

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A.
Natural person representing Repsol 
Exploración, S.A., sole Administrator 
of Repsol OCP de Ecuador, S.A.

B.1.18  Indicate whether or not there has been any modification to the regulations of the Board during the year:

Yes NoX

Description of modifications

In 2011, the Regulations of the Board of Directors were amended twice, through agreements dated 25 February and 30 September.

25 February 2011:
Harmonisation and adaptation of the Regulations of the Board to the amendments introduced by Law 12/2010, which amends Law 19/1988 
of 12 July, governing Accounts Auditing, Law 24/1988 of 28 July, governing the Securities Market, and the consolidated text of the Public 
Limited Companies Act, approved through Royal Legislative Decree 1564/1989 of 22 December, as well as Royal Legislative Decree 1/2010 
of 2 July, which approves the consolidated text of the Capital Companies Act.

30 September 2011:
Setting an economic ceiling above which any guarantee granted in favour of entities that do not belong to the group or which belong to it but which have 
external shareholders with a stake in excess of 25% must be previously approved by the Board of Directors or the Executive Committee.
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B.1.19 Indicate the procedures for the appointment, re-election, assessment and removal of Directors. Provide details 
of the competent bodies, the procedures to be followed and the criteria applicable in each procedure.

1. Appointment:

The General Meeting of Shareholders is competent for appointing Directors and establishing the number thereof, subject to the limits 
stipulated in Article 41 of the Articles of Association.

If vacancies were to arise during the term for which the Directors were appointed, the Board shall be entitled to designate, using the 
co-option system, among the shareholders, the persons to occupy these vacancies until the next General Meeting of Shareholders is 
held.

A person does not have to be a shareholder to be appointed as a Director, except in the event of the aforementioned appointment by co-option.

Persons subject to prohibition or professional incompatibility as established by law cannot be appointed as Administrator.

It will be necessary to appoint persons who not only satisfy legal provisions and those laid down in the Articles of Association for the position, 
but who have a prestigious position and are equipped with the professional skills and expertise required to perform their duties.

Directors are appointed and re-elected in accordance with a formal and transparent procedure, following a report from the Appointments and 
Remuneration Committee.

All the proposals for the appointment of Directors submitted by the Board of Directors to the General Meeting of Shareholders and the 
approved appointment decisions by co-option shall have to be notified previously by the Appointments and Remuneration Committee. 
When the Board does not follow the recommendations of said Committee, it will have to explain the reasons and record the said reasons 
in the minutes. Directors affected by appointment, re-election or replacement proposals shall refrain from attending or taking part in the 
deliberations and votes of the Board of Directors or of the Committee dealing with said proposals.   

Pursuant to the Regulations of the Board of Directors, the following  persons cannot be proposed or designated as External Independent Directors:

a)  Those who have been employees or Executive Directors of companies in the group unless 3 or 5 years, respectively, have lapsed since the said 
relationship.

b)  Those who receive from the company or the group whatsoever amount or benefit for a concept other than the Director’s remuneration, unless it is 
not significant.

For the intents and purposes of the provisions laid down in this section, consideration shall not be given to the dividends or pension 
complements received by the Director as a result of his/her previous professional or labour relationship, as long as the said complements 
are unconditional and, consequently, the company paying them cannot suspend, modify or revoke their accrual at its discretion without a 
breach of obligations.

c)  Those who are or have been during the last 3 years a partner of the external auditor or the party responsible for the auditors’ report for the audit during 
the said period of the company or any other company of the group.

d)  Those who are Executive Directors or senior executives of another company in which any Executive Director or senior executive of 
Gas Natural SDG, S.A. is an External Director.
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e)  Those who maintain or have maintained during the last year an important business relationship with the company or with any company of 
the group either on their own behalf or as a majority shareholder, Director or senior executive of an institution that maintains or would have 
maintained the said relationship.

The consideration of business relation shall apply to that of goods or services supplier, including financial, advisory or consultancy services.

f)  Those who are majority shareholders, Executive Directors or senior executives of an institution that receives or has received during the last 
three (3) years significant donations from any of the companies of the group.

This shall not include those who are mere patrons of a foundation that receives donations.

g)  Those who are spouses, individuals bound by a similar kinship or second-degree relatives of an Executive Director or senior executive of the 
company.

h) Those who have not been proposed for either appointment or renovation by the Appointments and Remuneration Committee.

i)  Those who are in any of the cases indicated in paragraphs a), e), f) or g) of this section with regard to any majority shareholder or 
shareholder represented on the Board. In the case of kinship as per paragraph g), the limitation shall apply not only to the shareholder but 
also to its Proprietary Directors in the investee company.

Proprietary Directors who lose such status due to the sale of their holding by the shareholder who they represent may only be reappointed as 
Independent Directors when the shareholder he/she represented until then has sold all of his/her shares in the company.

A Director who has a shareholding in the company may have an independent status, provided he/she satisfies all conditions set forth in this 
article and also his/her holding is not significant.

2. Re-election:

Directors shall be appointed to their position for a term of three (3) years, although outgoing Directors can be re-elected once or several times. 
Under no circumstances shall the Independent Directors remain in their post as such for a period of more than 12 years.

3. Assessment:

In accordance with Article 4.5 of the Board Regulations, every year the quality and performance of the Board will be assessed, along with that 
of its Committees, following a report from the same.

4. Replacement or removal: 

Directors shall be replaced in their position for the length of the term for which they were appointed, unless they are re-elected, and when so 
determined by the General Meeting of Shareholders by virtue of the powers granted thereto. Likewise, Directors shall be replaced in all other 
circumstances where applicable pursuant to the law, the Articles of Association and Regulations of the Board of Directors.

According to Article 15.4 of the Regulations of the Board of Directors, when an Independent Director resigns from his/her post prior to the 
termination of his/her term of office, he/she shall explain the reasons in a letter addressed to the other Directors. The resignation shall be 
notified as relevant information.
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B.1.20  Indicate cases in which Directors are compelled to resign.

Besides the cases of professional incompatibility or prohibition applicable by law, Article 15 of the Regulations of the Board of Directors states: 

“… 2. Directors shall be compelled to tender their resignation to the Board of Directors and proceed with the pertinent resignation, if the 
latter deemed it appropriate, in the following cases: 

a)  When Internal Directors leave the executive positions outside the Board and which were associated with their appointment as Director. 

b)  When they are subject to any of the conditions of professional prohibition or incompatibility pursuant to applicable laws, the Articles of 
Association or these regulations.

c) When they commit a serious breach of their obligations as Directors, jeopardising the interests of the company.

d) When the reason why they were appointed as Independent, Executive or Proprietary Directors is no longer applicable.

3.  Once a Director has been relieved of his/her duties, he/she shall not be permitted to offer his/her services in a rival company for two years, 
unless the Board of Directors exempts him/her from this obligation or shortens the duration thereof.”

B.1.21 Explain whether the duties of the chief executive of the company correspond to the position of Chairman of the 
Board. If this is the case, indicate the measures, which have been taken to limit the risks of accumulation of powers in a 
single person:

Yes No X

Indicate and, where applicable, explain whether or not rules have been laid down to empower one of the Independent 
Directors to request the call of a Board meeting or the inclusion of new matters on the agenda to coordinate and report 
the concerns of the External Directors and direct the assessment by the Board of Directors.

Yes No X

B.1.22  Are reinforced majorities other than those applicable by law required for any type of decision?

Yes No X

Indicate how decisions are taken in the Board of Directors, specifying at least the minimum quorum and the type of 
majorities for approving decisions:

Description of decision Quorum % Type of majority %
Various corporate 
decisions.

Article 47 of Articles of 
Association and Article 10 of 
Board Regulations. Half plus one 
of the members in attendance or 
represented.

52.94 Articles 49 and 50 of the Articles 
of Association and 10 of the Board 
Regulations. Absolute majority of those 
in attendance or represented. Two-thirds 
majority for the delegation of powers.

52.94
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B.1.23 Indicate if there are specific requirements other than those relating to Directors in order to be appointed as 
Chairman.

Yes No X

B.1.24  Indicate whether the Chairman has a casting vote:

Yes No X

B.1.25  Indicate whether the Articles of Association or the Board Regulations establish any age limit for Directors:

Yes No X

Age limit for Chairman  Age limit for CEO  Age limit for Directors

0 0 0

B.1.26 Indicate whether the Articles of Association or the Board Regulations establish a limited mandate for 
Independent Directors:

Yes NoX

Maximum number of years of mandate 12

B.1.27  If there are few or no female Directors, explain the reasons or the initiatives adopted to correct this situation.

Explanation of the reasons and the initiatives Cf. Section F. Recommendation 15.

In particular, indicate whether or not the Appointments and Remuneration Committee has laid down procedures to 
ensure that the selection processes are not subject to implicit bias that prevents the selection of female Directors and 
deliberately look for female candidates with the required profile:

Yes NoX

Indicate the main procedures

Article 31.2 of the Regulations of the Board of Directors lays down the Appointments and Remuneration Committee obligation to ensure that “[…] 
when covering new vacancies, selection processes shall apply that are not subject to implicit bias that prevents the selection of female Directors, 
where the potential candidates shall include, under the same conditions, women that meet the professional profile being sought.”
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B.1.28 Indicate if there are formal processes for delegation of votes in the Board of Directors. If so, describe them 
briefly.

According to Article 47 of the Articles of Association: “[…] The Directors who are unable to attend shall be entitled to confer their representation to 
another Director, there being no limit on the number of representations that each Director can have. The representation shall have to be granted by 
means of any written document, and also by telegram, telex or telefax.”

Furthermore, Article 10.3 of the Regulations of the Board of Directors states: “Each Director shall be entitled to confer his/her representation to 
another Director, there being no limit on the number of representations held by each member for attending the Board meeting. Absent Directors’ 
representations can be conferred by means of any written document, and by telegram, email, telex or telefax addressed to the Chairman’s Office or 
the Board Secretary sufficiently in advance.”

B.1.29 Indicate the number of meetings that the Board of Directors has held over the year. Also indicate, where 
applicable, how many times the Board has met without the Chairman being present: 

Number of meetings of the Board 13

Number of Board meetings without the Chairman attending 0

Indicate the number of meetings held by the different Board committees over the year:

Number of meetings of the Executive or Delegated Committee 9

Number of meetings of the Audit Committee 5

Number of meetings of the Appointments and Remuneration Committee 8

Number of meetings of the Appointments Committee 0

Number of meetings of the Remuneration Committee 0

B.1.30 Indicate the number of meetings held by the Board of Directors during the year without the attendance of all its 
members. When calculating the number, representations made without specific instructions shall be considered as non-
attendance: 

Number of non-attendances of Directors during the year 12

% of non-attendances over the total number of votes during the year 5.454

B.1.31 Indicate if the Individual and Consolidated Annual Accounts submitted for approval by the Board are certified 
previously:

Yes NoX
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Identify, where applicable, the person(s) who has/have certified the company’s individual and consolidated annual 
accounts in order to be drawn up by the Board:

Name Position 

Mr Carlos Javier Álvarez Fernández Chief Financial Officer

B.1.32 Explain, where applicable, the mechanisms established by the Board of Directors to prevent the individual 
and consolidated annual accounts it draws up from being submitted to the General Meeting of Shareholders with 
qualifications in the auditor’s report.

In accordance with Article 7 of the Regulations of the Board: 

“1. Once it has received the reports issued by the Financial-Economic Department and by the Audit and Control Committee, and following pertinent 
clarifications, the Board of Directors shall draw up the individual and consolidated Annual Accounts and the Management Report, in clear and precise 
terms which render their content easily intelligible. The Board of Directors shall ensure that said accounts provide a true and fair view of the assets, 
financial position and the results of the company, pursuant to laws applicable. 

2. Unless expressly stated otherwise in the minutes, it will be understood that before signing the formulation of the Annual Accounts required by 
law, the Board of Directors and each one of its members has been provided with the information necessary to perform this deed, and may record 
the exceptions it deems pertinent, where applicable. 

3. The Board of Directors shall endeavour to prepare the accounts in such a way that the auditor of the company’s accounts shall be unable to record 
qualifications. Nevertheless, if the Board of Directors considers that its criterion must be maintained, it will publicly explain the content and extent of 
the discrepancy.” 

Article 32 of the Regulations of the Board of Directors regulates the duties of the Audit and Control Committee, and certain powers and functions it 
assigns to said Committee pertain to the auditing process.

B.1.33  Is the Secretary of the Board a Director?

Yes No X

B.1.34 Explain the procedures for appointing and dismissing the Secretary of the Board, indicating whether or not his/
her appointment and dismissal have been reported by the Appointments Committee and adopted by the Board in its 
plenary session.

Appointments and dismissal procedure

Article 26 of the Regulations of the Board of Directors states the following:

“The Secretary of the Board shall be appointed and dismissed by the latter after a report issued by the Appointments and Remuneration Committee 
and shall not necessarily have to be Director. He/She shall be responsible for exercising the functions attributed to his/her status by mercantile 
legislation and these regulations.”

Does the Appointments Committee report the appointment? Yes

Does the Appointments Committee report the dismissal? Yes

Does the plenary session of the Board adopt the appointment? Yes

Does the plenary session of the Board adopt the dismissal? Yes
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Is the Secretary of the Board commissioned with the duty of especially supervising the good governance 
recommendations?

Yes NoX

Observations

Article 26 of the Regulations of the Board of Directors states in its point three the following:

“The Secretary of the Board shall be responsible for the formal and material legality of the Board’s actions at all times, ensuring that their procedures 
and governing rules are regularly reviewed.”

B.1.35 Indicate, where applicable, the mechanisms established by the company to safeguard the independence of the 
auditor, financial analysts, investment banks and rating agencies. 

According to Article 32.2 of the Board Regulations, the Audit and Control Committee is responsible for maintaining relations with the external auditors 
to receive information on any questions which could jeopardise their independence, and any other matters relating to the progress of the audit, as well 
as any communications required pursuant to legislation governing auditing and auditing standards.

Furthermore, the Board of Directors is compelled by its own Regulations (Article 6.4) to maintain a direct relationship with members of the company’s 
top-tier management and the auditors. The objective, professional and continuous nature of this relationship shall respect the independence of the 
auditors to the utmost.

The company’s relations with financial analysts and investment banks are based on the principles of transparency, simultaneity and non-discrimination, 
as well as the existence of specific and different agents for each collective.

In addition, the company shall take special care not to compromise or interfere with the independence of the financial analysts in respect of the 
services offered by investment banks, in accordance with the internal codes of conduct established by them and designed to separate their analysis 
and assessment services.

B.1.36 Specify whether the company has changed of external auditor over the year. If appropriate, identify the 
incoming and outgoing auditors: 

Yes No X

Outgoing auditor Incoming auditor

– –

In the case of disagreements with the outgoing auditor, explain the content of the said disagreements:

Yes No X
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B.1.37 Indicate if the audit company performs other tasks for the company and/or its group other than auditing 
activities, and if so, state the amount of the fees received for said activities and the percentage of the fees billed to the 
company and/or its group:

Yes NoX

Society Group Total

Amount of tasks other than auditing activities 
(in thousands of euros)

784 415 1,199

Amount of tasks other than auditing/Total amount billed 
by the audit company (%)

49.970 10.880 22.270

B.1.38 Specify whether the Auditor’s Report on the Annual Accounts from the previous year includes any reservations 
or exceptions. Where applicable, indicate the reasons given by the Chairman of the Audit Committee to explain the 
content and scope of the said reservations or exceptions.

Yes No X

B.1.39 Indicate how many years the current audit company has been auditing, without interruption, the annual 
accounts of the company and/or its group. Also indicate the percentage of the number of years audited by the current 
audit company over the total number of years that the annual accounts have been audited:

Society Group

Number of years without interruption 21 21

No. of years audited by the current audit company /  
No. of years the company has been audited (%)

100.0 100.0

B.1.40 Indicate the holdings of the members of the Board of Directors in the capital of companies which have the 
same, similar or complementary type of activity that constitutes the business purpose of the company and of its 
group, and of which the company has been informed. Also indicate the positions or duties that they perform in these 
companies:

Name or company name of Director
Name of 
object company % holding Position or duties

Mr Salvador Gabarró Serra Iberdrola, S.A. 0.001 _

Mr Salvador Gabarró Serra Enagás, S.A. 0.006 –

Mr Salvador Gabarró Serra Red Eléctrica Corporación, S.A. 0.008 –

Mr Antonio Brufau Niubó Repsol YPF, S.A. 0.019 Chairman

Mr Rafael Villaseca Marco Repsol YPF, S.A. 0.000 –

Mr Rafael Villaseca Marco Iberdrola, S.A. 0.000 –
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Name or company name of Director
Name of 
object company % holding Position or duties

Mr Rafael Villaseca Marco Enagás, S.A. 0.000 –

Mr Rafael Villaseca Marco Endesa, S.A. 0.000 –

Mr Enrique Alcántara-García Irazoqui Iberdrola, S.A. 0.000 –

Mr Juan María Nin Génova Repsol YPF, S.A. 0.000 Director

Mr Luis Suárez de Lezo Mantilla Repsol YPF, S.A. 0.001 Voting Secretary

Mr Nemesio Fernández-Cuesta Luca de Tena Repsol YPF, S.A. 0.002 Head of Upstream

B.1.41 Indicate and, where applicable, provide details of whether there is a procedure whereby Directors can have 
external assessment:

Yes NoX

Details of the procedure

In accordance with internal regulations, Directors are entitled to propose to the Board, via the Secretary and by means of a notification directed to 
the Chairman, that external advisors be hired at the company’s expense (legal, accounting, technical, financial, commercial advisors or of any other 
kind), advisors they consider necessary for the company’s interests, to provide assistance in their duties when faced with specific problems of some 
relevance and complexity associated with their duties. (Article 21.2 of the Regulations of the Board and first paragraph of Article 21.3).

The Board of Directors shall be entitled to veto the approval of the proposal if considered unnecessary, in view of the amount involved, or if it 
considers that the said assessment can be provided by the company’s own specialists and technicians (Article 21.3 of the Regulations of the Board).

B.1.42 Indicate and, where applicable, provide details of whether there is a procedure whereby Directors can have the 
information necessary to prepare the meetings of the Boards of Directors with sufficient time:

Yes NoX

Details of the procedure

Article 9.2 of the Regulations of the Board of Directors states:

“2.  Ordinary meetings shall be convened by the Chairman, or by the Secretary or Assistant Secretary following the order of the Chairman, through 
any of the channels set out in the Articles of Association, including by email, provided the recipient Director has given his/her address in said mail. 
The notification shall include the place and the agenda of said meeting and shall be issued, barring exceptional cases, at least 48 hours before the 
meeting is to be held. Prior to each meeting, the Directors shall be furnished with the information and documentation considered to be pertinent or 
relevant regarding the subjects to be addressed in the Board meeting. Directors shall also be furnished with the minutes of the previous meeting, 
regardless of whether said minutes have been approved or not...

The Board meeting shall have a quorum, without being previously convoked, if all the Directors are present or represented and unanimously accept 
that the Board meeting be held.”

However, according to Article 2.3 of the Regulations of the Board, when the agreement to be adopted is the modification of the Regulations of the 
Board of Directors, the Chairman of the Board, the Audit and Control Committee or at least four Directors may propose the said modifications to the 
Board when circumstances arise which, in their opinion, make it appropriate or necessary, attaching a report explaining the reasons and scope of the 
modification being proposed, where applicable. The Board shall be called by means of individual notice sent to each of the members with more than 
15 days’ notice of the date of the meeting.”

Articles 21.1 and 3 of the aforementioned regulations state the following concerning the right of information of Directors:
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“1.  Directors shall have access, through the Chairman, and, as the case may be, through the Secretary, to all the company’s services, and shall 
be entitled to collect, with unlimited powers, any information or assessment they may require regarding any aspect of the company. The right 
of information also applies to the subsidiaries and shall be channelled through the Chairman or the Secretary of the Board of Directors or of 
the pertinent Committees of the Board, furnishing him/her with the information directly, offering him/her the appropriate agents or taking any 
measures required for the requested analysis.

[…]

3.   The Chairman of the company shall have to be notified of the request for access and the proposal referred to in numbers 1 and 2 of this Article 
through the Secretary of the Board of Directors.”

It is usual practice to send the members of the Board of Directors, together with the call to the meeting, all the information that may be useful 
for learning the matters on the agenda for the Board meeting. In our opinion, the information given is considered complete and sufficient for the 
members of the Board of Directors to reach an opinion and form criteria.

Likewise, during and following the meeting, Directors shall be furnished with any information or clarifications they deem appropriate in respect of the 
points included in the agenda, or points which were not included but which were addressed in the same meeting.

B.1.43 Indicate and, where applicable, give details of whether or not the company has laid down rules that oblige the 
Directors to report and, if necessary, resign in cases that damage the company’s credit and reputation:

Yes NoX

Explain the rules

Article 15.2 of the Regulations of the Board of Directors states the following:

“Directors shall be compelled to tender their resignation to the Board of Directors and proceed with the pertinent resignation, if the latter deemed it 
appropriate, in the following cases:

a)  When Internal Directors leave the executive positions outside the Board and which were associated with their appointment as Directors.

b)  When they are subject to any of the conditions of professional prohibition or incompatibility pursuant to applicable laws, the Articles of Association or 
these regulations.

c) When they commit a serious breach of their obligations as Directors, jeopardising the interests of the company.

d) When the reason why they were appointed as Independent, Executive or Proprietary Directors is no longer applicable.”

B.1.44 Indicate whether or not any member of the Board of Directors has informed the company that he/she has been 
prosecuted or hearings against him/her have been opened for any of the offences laid down in Article 124 of the Public 
Limited Companies Act:

Yes No X

Indicate whether or not the Board of Directors has analysed the case. If the answer is affirmative, give a reasoned 
explanation of the decision taken as to whether or not the Director remains in his/her post.

Yes No X

Decision taken Reasoned explanation

– –
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B.2  Committees of the Board of Directors

B.2.1  Provide details of all the committees of the Board of Directors and their members:

Executive Committee

Name Position Type

Mr Salvador Gabarró Serra Chairman Executive

Mr Antonio Brufau Niubó Deputy Chairman Proprietary member

Mr Carlos Kinder Espinosa member Proprietary member

Mr Carlos Losada Morradán member Independent

Mr Demetrio Carceller Arce member Proprietary member

Mr Emiliano López Achurra member Independent

Mr Juan María Nin Génova member Proprietary member

Mr Rafael Villaseca Marco member Executive

Audit and Control Committee

Name Position Type

Mr Carlos Losada Morradán Chairman Independent

Mr Carlos Kinder Espinosa Board member Proprietary member

Mr Luis Suárez de Lezo Mantilla Board member Proprietary member

Appointments and Remuneration committee

Name Position Type

Mr Miguel Valls Maseda Chairman Independent

Mr Antonio Brufau Niubó Board member Proprietary member

Mr Santiago Cobo Cobo Board member Independent

Supervising the preparation process and integrity of the financial information related to the company and, where 
applicable, the group, reviewing compliance with the standard requirements, the appropriate definition of the 
consolidation perimeter and the correct application of the bookkeeping criteria Yes

Regularly reviewing the internal control and risk management systems so that the main risks can be identified, 
processed and appropriately publicised Yes

B.2.2  Specify whether the Audit Committee is responsible for the following:
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Ensuring the independence and effectiveness of the internal audit duty; propose the selection, appointment, re-election 
and dismissal of the person in charge of the internal audit service; forward the budget for this service; receive periodic 
information on its activities, and verify that senior management considers the conclusions and recommendations in its 
reports

Yes

Setting up and supervising a mechanism that enables employees to communicate any significant irregularities, especially 
those related to finance and bookkeeping, and to do so in a confidential manner and, if considered suitable, anonymous

Yes

Raising the selection, appointment, re-election and substitution proposals concerning the external auditor to the Board, as 
well as the terms and conditions of his/her contract

Yes

Receiving information from the external auditor on the audit plan and the results of carrying it out and checking that senior 
management take its recommendations into account

Yes

Guaranteeing the independence of the external auditor Yes

In the case of groups, it should favour the group’s auditor assuming the responsibility for the audits of the companies in 
the group

Yes

B.2.3 Describe the organisational and operational rules and the responsibilities attributable to each of the Board’s 
committees.

Committee name

Appointments and 
Remuneration Committee 

Brief outline

Appointments and Remuneration Committee (Article 31 of the Regulations of the Board of Directors).

Duties:

The Committee carries out research and makes proposals to the Board for the following issues:  

Putting forward criteria for the remuneration of the company’s Directors and to assure transparency in •	
remunerations. 

Putting forward the general policy for remuneration of the executives of the group.•	

Putting forward the guidelines for appointments, selection, careers, promotion and dismissal of top-tier •	
management, in order to ensure that the group always has highly qualified personnel, suitable for the 
management of its activities. 

Reviewing the structure and composition of the Board of Directors, the criteria that should be applied to •	
the statutory renewal of the Directors, the aptitudes required of the candidates to cover each vacancy, 
the fulfilment of the requirements for each category of Director and the process for the incorporation of 
new members, raising the corresponding reports to the Board as applicable. For covering new vacancies, 
selection processes shall be guaranteed that are not subject to implicit bias that prevents the selection of 
female Directors, including, under the same conditions and among potential candidates, women who meet 
the professional profile being sought.
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Issuing a report on the transactions that involve or may involve conflicts of interests and, in particular, •	
transactions with associated parties submitted to the Board.

Issuing a report on the appointments and dismissals of the members of top-tier management.•	

Organisation and operation:

The Appointments and Remuneration Committee shall comprise a minimum of three and a maximum of five 
Directors, designated by the Board of Directors from among the External Directors, bearing in mind their 
experience and aptitudes. Its members shall leave their post when they do so in their capacity as Directors, 
when agreed by the Board of Directors, or after a period of three years from their appointment. They can be re-
elected.

The Board of Directors shall elect the Chairman from among the members of the Committee; the Chairman 
shall not have the casting vote. The Secretary of the Committee shall be the same as the Secretary of Board of 
Directors.

The committee shall hold meetings whenever necessary to issue its reports, when considered necessary 
by the Chairman or upon request from two of its members. At least four meetings per year must be held. 
They shall be called by the Chairman with prior notice of at least two days before the meeting date, except 
in certain defined circumstances. Notification for the meeting shall include the agenda together with the 
pertinent documents to aid proceedings. The meetings shall normally take place at the registered office.

Brief outline

Executive Committee (Articles 50 and 51 of the Articles of Association and Article 30 of the Board Regulations):

1.1. Powers.

The Board of Directors may designate one or more Executive Committees and appoint one or more Chief 
Executive Officers and delegate them, temporarily or permanently, any or all of the functions, except those that 
legally or by agreement of the General Meeting, were within the exclusive jurisdiction thereof, or that may not 
be delegated by the Board.

By agreement of the Board of Directors on 20 February 1992, the following powers were delegated to the 
Executive Committee:

Organising, directing and inspecting all services and facilities of the company.•	

Appointing, suspending and dismissing employees and workers of the company and establishing salaries, •	
as well as providing guarantees to those employees with whom the company has an agreement to provide.

Establishing the salary that should be paid for extra services.•	

Auditing the company’s funds.•	

Receiving, directing and answering private requests and advocating the drawing up of minutes of all kinds.•	

Issuing, endorsing, accepting, collecting and discounting bills of exchange and other draft documents, •	
drawing up re-accounts and summoning protests for non-acceptance or non-payment. 

Committee name

Executive or Delegated 
Committee 
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Monitoring, opening, cancelling in the Banco de España, in any locality, or any other bank, savings bank or •	
establishment, current and credit accounts signing, for this purpose, cheques, orders, policies and other 
documents; and requesting, agreeing to or rejecting statements and account balances.

Making payments and collections for any security and quantity and even making payment orders for the •	
State, autonomous regions, provinces or municipalities, signing receipts and official receipts.

Collecting letters, certificates, dispatches, parcels, money orders and goods with declared monetary •	
value from Post Offices, rail and shipping companies and in general all transport companies, customs and 
agencies, as well as sent merchandise and stock, and making objections and complaints, and the refusal 
and abandonment of goods.

Opening, replying to and signing correspondence and updating the accounting books in accordance with •	
the law.

Contracting insurance of all kinds, signing policies and related documents and receiving indemnities where •	
appropriate.

Representing the company in acquaintances and grace intervals, insolvencies, defaults, bankruptcy of •	
debtors, attending General Meetings, appointing trustees and administrators, accepting or rejecting the 
proposals of the debtor and carrying out all the paperwork until the end of the procedure.

Buying, selling, leasing, reducing, or conditionally or simply exchanging, with the declared price, deferred or •	
paid in cash, all kinds of movable and immovable assets, in rem and personal rights, carrying out planting 
and building declarations, surveys and marking of boundaries, consolidations and severances and granting 
contracts of all kinds.

Establishing, accepting, modifying, acquiring, disposing of, postponing and cancelling, wholly or partially •	
before or after maturity, whether or not the insured security has been fulfilled, mortgages, liens, prohibitions, 
conditions and all kinds of limitations or guarantees, as well as easements and other in rem rights.

Establishing, merging, transforming, dissolving and liquidating all types of companies, associations, economic •	
interest groups, European economic interest groups and joint ventures, assisting or intervening in all types of 
Boards, providing companies all kinds of goods, receiving in return holdings, fees, rights and actions that may 
apply and, in case of dissolution, the appropriate assets.

Participating in tenders and auctions, submitting proposals and accepting awards.•	

Buying, selling, trading and pledging securities and receiving interest, dividend and amortisation payments •	
from them.

Modifying, transferring, cancelling, withdrawing and establishing interim or definite deposits of cash and/or •	
securities.

Coordinating and arranging bank loans with personal guarantees or pledged securities, with banks, savings •	
banks and credit institutions, including the Banco de España, signing policies and related documents.

Advocating all kinds of notarial deeds, organising and keeping records of the ownership and release of •	
liens, requesting entries in the mercantile and property registers.
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Appearing in name and representation of the company before centres and organisations of the State; •	
autonomous regions, provinces and municipalities of Spain; judges, courts and judiciary, attorneys, 
unions, delegations, committees, Boards, juries and commissions and, in general, any individual person 
or legal entity or public or private entity. And before these parties, requesting, monitoring and terminating 
as the plaintiff, defendant or for any other concept, all manner of processes, procedures, hearings and 
actions and administrative and of a tax nature; trials and civil and commercial procedures; criminal trials 
and hearings; contentious-administrative trials; governmental; labour hearings of all levels, jurisdictions 
and ranks; lodging petitions, carrying out actions and exceptions at whatsoever procedures, formalities 
and appeals; including annulments and reviews and other extraordinary appeals acquiescing under 
decisory or non-decisory oath.

Appointing trustees and granting them the pertinent powers, both generally and for a specific occasion or •	
event, as well as revoking the powers granted at any time.

Similarly, Article 5 of the Regulations of the Board states that the agreements laid down in points five to eight, ten to 
13 and 16 can be adopted, without distinction, by the Board of Directors or the Executive Committee. See Article 5 of 
the Board Regulations.

Likewise, Article 30.4 of the Regulations of the Board states that the continued monitoring of management 
by the company’s top-tier level is a specific responsibility of the Executive Committee, as is any other of its 
functions pursuant to the Articles of Association or these regulations or  assigned to it by the Board of Directors.

1.2 Organisation and operation:

The Executive Committee shall be comprised by the Chairman of the Board of Directors and a maximum of •	
another seven Directors, belonging to the groups envisaged in Article 3 of the Regulations and in the same 
proportion as exists in the Board of Directors. The appointment of the members of the Executive Committee shall 
require an affirmative vote from at least two thirds of the Board members with existing appointments.

The Chairman of the Board of Directors will act as Chairman of the Executive Committee and the Secretary •	
of the Board of Directors will undertake the secretariat and may be assisted by the Assistant Secretary.  

The Executive Committee shall be understood to be validly constituted when more than half of its •	
members attend the meeting in person or by representative. 

The members of the Executive Committee shall leave their post when they do so in their capacity as •	
Directors or as agreed by the Board. The positions that become available shall be covered promptly by the 
Board of Directors.  

The Executive Committee shall hold its ordinary meetings at least once a month. The Secretary will take •	
the minutes of the agreements adopted in the meeting and these will be outlined in the following plenary 
meeting of the Board of Directors.

For cases in which, in the view of the Chairman or of the majority of members of the Executive Committee, •	
the importance of the issue so requires, the agreements adopted by the Committee shall be submitted for 
ratification from the plenary Board meeting.

The same shall be applicable in relation to issues the Board has submitted for examination to the Executive 
Committee and the Board has the final decision.
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In any other case, the agreements adopted by the Executive Committee shall be valid and binding, without 
the need for subsequent ratification from the full Board meeting. 

The provisions in the regulations for the operation of the Board of Directors shall be applicable to the •	
Executive Committee to the full extent possible.

Committee name

Audit Committee 

Brief outline

Audit and Control Committee (Article 51 bis of the Articles of Association and Article 32 of the Board 
Regulations).

Duties:

Article 51 bis of Articles of Association:

“1.  Reporting to the General Meeting of Shareholders on questions raised by shareholders with respect to 
matters within their competence.

2.   Proposing to the Board of Directors, for submission to the General Meeting of Shareholders, the 
appointment of external auditors, pursuant to Article 264 of the Capital Companies Act.

3.  Supervising the efficiency of the company’s internal control, internal audit services, if appropriate, and the 
risk management systems, as well as discussing any significant weaknesses of the internal control system 
detected during the audit with accounts auditors or with audit firms.

4. Supervising the process of compiling and presenting the regulated financial reporting.

5.  Establishing the appropriate relations with accounts auditors or audit firms to receive information on any 
issues which could jeopardise their independence, to be examined by the Committee, and any other 
matters relating to the progress of the audit, as well as any communications required pursuant to legislation 
governing auditing and auditing standards. Under all circumstances, every year they must receive written 
confirmation from the accounts auditors or audit firms reporting their independence with regard to the 
entity or entities related to the company, directly or indirectly, as well as information on the additional 
services of any kind provided to these entities by the foregoing auditors or companies, or by persons or 
entities related to the auditors, in accordance with the provisions laid down in the Accounts Auditing Act, 
Law 19/1988 of 12 July.

6.  Every year, before issuing the Audit Report, to provide a report that gives an opinion on the independence 
of the accounts auditors or audit firm. This report shall, in any case, refer to the provision of additional 
services referred to in the previous section. 

7. Any other general or specific function delegated by the Board of Directors.

The committee will hold meetings as often as decided or whenever called by the Chairman or requested by 
two of its members. The majority of votes will be used in adopting decisions or recommendations.

The performance of the Audit Committee will be subject to direct application of the rules laid down in the Regulations 
of the Board of Directors. The provisions in the regulations for the operation of the Board of Directors will apply to the 
extent possible.
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Organisation and operation:

The Audit and Control Committee shall comprise a minimum of three and a maximum of five Directors 
appointed by the Board of Directors from among the External Directors, taking into account their knowledge 
and experience in issues of accountancy, audit and risk management. Its members shall leave their post when 
they do so in their capacity as Directors, when agreed by the Board of Directors, or after a period of three 
years from their appointment. They can be re-elected.

At least one of the Committee members will be an Independent Director.

The Board of Directors shall elect the Chairman of the Committee, who shall not have a casting vote and 
shall be replaced in accordance with the Articles of Association (Article 51 bis) and legislation. He/she may be 
re-elected following the term of one year after his/her dismissal. The Secretary of the Committee shall be the 
same as the Secretary of Board of Directors.

The committee shall hold meetings whenever necessary in order to issue its reports, and will be convened 
by its Chairman on his own initiative or upon request of two of its members. At least four meetings per year 
must be held. The notification for the meeting shall include the agenda together with the relevant documents 
to facilitate proceedings, and must be made at least two days in advance, except in certain defined 
circumstances, in writing. The meetings shall normally take place at the registered office. The committee may 
invite to its meetings any executive or employee it deems appropriate.”

Article 32 of the Regulations of the Board:

“2. The Committee is competent on the following issues:

Reporting to the General Meeting of Shareholders on questions raised by shareholders with respect to •	
matters within their competence.

Proposing to the Board of Directors, for submission to the General Meeting of Shareholders, the •	
appointment of external auditors, pursuant to Article 264 of the Capital Companies Act.

Supervising the internal audit services, guaranteeing their independence and proposing the appointment, •	
re-election and dismissal of the person responsible. Accordingly, the person responsible for the internal 
audit function shall present an annual work plan, report on the relevant incidents occurring during its 
development and submit a report on its activities at the end of the year.

Monitoring and supervising the preparation and presentation of regulated financial information, •	
guaranteeing the correct application of the accounting principles and the inclusion of all the companies that 
are to be included in the consolidation perimeter. 

Monitoring and supervising the company’s risk management and internal control systems and their •	
effectiveness, guaranteeing that they identify the types of risk the company faces and the measures 
considered for reducing them and dealing with them in the event of effective damage. Speaking to the 
accounts auditors about significant weaknesses of the internal control system detected during the audit.

Raising the selection, appointment, re-election and substitution proposals concerning the external auditor to the •	
Board, as well as the terms and conditions of his/her contract.
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Liaising with external auditors to receive information on any questions which could jeopardise their •	
independence and any other matters relating to the progress of the audit, as well as any communications 
required pursuant to legislation governing auditing and auditing standards.

Monitoring the development of the annual auditing. •	

Acting as a communication channel between the Board of Directors and the external auditors and •	
assessing the results of each audit. Under all circumstances, every year they must receive written 
confirmation from the company’s accounts auditors reporting their independence with regard to the entity 
or entities related to the company, directly or indirectly, as well as information on the additional services 
of any kind provided to these entities by the foregoing auditors or by persons or entities related to the 
auditors, in accordance with the provisions laid down in the Accounts Auditing Act. 

Every year, before issuing the Audit Report, providing a report that gives an opinion on the independence of the •	
accounts auditors. This report shall, in any case, refer to the provision of additional services referred to in the 
previous section.  

Reviewing the information on the company’s activities and results which is compiled periodically in compliance •	
with current stock market regulations, making sure that it is prepared in accordance with the same accounting 
criteria as the Annual Accounts and ensuring the transparency and accuracy of this information. 

Adopting the measures it considers appropriate in the auditing activity, internal financial control system and •	
compliance with legal regulations in matters of provision of information to markets and the transparency 
and accuracy thereof.

Checking compliance with the Internal Code of Conduct for Securities Markets current at any time, •	
with these regulations and in general with the rules governing the company, and making any necessary 
proposals for their improvement.

Providing information during the first quarter of the year and whenever the Board of Directors so requests, •	
on compliance with these regulations.

Setting up and supervising a mechanism that enables employees to communicate any significant •	
irregularities, especially those related to finance and bookkeeping, and to do so in a confidential manner.” 

B.2.4 Indicate the faculties for advising, consultancy and, if relevant, appointments, for each of the committees:

Committee name Brief outline

Appointments and Remuneration Committee Already detailed in section B.2.3 in this report

Executive or Delegated Committee Already detailed in section B.2.3 in this report

Audit Committee Already detailed in section B.2.3 in this report
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B.2.5 Indicate, where applicable, the existence of committee regulations, the location at which they are available for 
consultation and the modifications that have been made during the financial year. Also indicate whether any annual 
report on each committee’s activities has been voluntarily drafted.

Committee name

Appointments and 
Remuneration Committee

Brief outline

No regulations corresponding to the Board Committees have been approved. They are regulated by the 
Organisation and Operation Regulations of the Board of Directors and its committees, which are available on 
the company’s website. These regulations were modified in 2011.

This committee has approved a report on the quality and efficiency of its performance in 2011.

Mention must be made of the fact that the Regulations of the Board of Directors are duly registered in the 
Mercantile Register of Barcelona.

Committee name

Executive or Delegated 
Committee

Brief outline

No regulations corresponding to the Board Committees have been approved. They are regulated by the 
Organisation and Operation Regulations of the Board of Directors and its committees, which are available on 
the company’s website. These regulations were modified in 2011.

This committee has approved a report on the quality and efficiency of its performance in 2011.

Mention must be made of the fact that the Regulations of the Board of Directors are duly registered in the 
Mercantile Register of Barcelona.

Committee name

Audit Committee 

Brief outline

No regulations corresponding to the Board Committees have been approved. They are regulated by the 
Organisation and Operation Regulations of the Board of Directors and its committees, which are available on 
the company’s website. These regulations were modified in 2011.

This committee has approved a report on the quality and efficiency of its performance in 2011.

Mention must be made of the fact that the Regulations of the Board of Directors are duly registered in the 
Mercantile Register of Barcelona.

Furthermore, the Audit and Control Committee drafts an annual report on its own activities, which is placed at the 
disposal of the shareholders before the Ordinary General Meeting and published on the company website.

B.2.6 Indicate whether the makeup of the Executive Committee reflects the participation in the Board by the various 
Directors depending on status:

Yes NoX
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C. Related-party Transactions

C.1 Indicate whether the plenary Board has reserved the power to approve the operations that the company carries out 
with Directors, with major shareholders or shareholders represented on the Board, or with individuals related to these, 
following a favourable report from the Audit Committee or any other committee commissioned with this duty:

Yes NoX

C.2 Detail the significant operations that imply a transferral of resources or obligations between the company and 
entities within its group and the significant shareholders of the company:

Name or company 
name of significant 
shareholder

Name or company 
name of the company 
or entity of the group

Nature of the 
relationship Type of operation

Amount 
(thousands 

of euros)

Repsol YPF, S.A. Gas Natural SDG, S.A. Commercial Leases 353

Repsol YPF, S.A. Gas Natural SDG, S.A. Commercial
Dividends and other 
distributed earnings

97,755

Repsol YPF, S.A. Gas Natural SDG, S.A. Commercial
Sales of goods 
(manufactured or not)

687,624

Repsol YPF, S.A. Gas Natural SDG, S.A. Commercial
Financing agreements: 
credits and provisions 
of capital (borrower)

9,918

Repsol YPF, S.A. Gas Natural SDG, S.A. Commercial Reception of services 69,586

Repsol YPF, S.A. Gas Natural SDG, S.A. Commercial
Purchase of goods 
(manufactured or not)

884,397

Repsol YPF, S.A. Gas Natural SDG, S.A. Commercial
Purchase of tangible assets, 
intangible assets and other assets

3,340

Repsol YPF, S.A. Gas Natural SDG, S.A. Commercial
Sale of tangible assets, intangible 
assets and other assets

518

Repsol YPF, S.A. Gas Natural SDG, S.A. Commercial Provision of services 31,159

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial Other costs 24,950

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial Other income 760

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial Financial income 15,617

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial Guarantees received 112,500

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial
Dividends and other 
distributed earnings

118,885

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial
Collaboration or 
management contracts

1,010,004

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial Financial expenses 12,601

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial
Financing agreements: 
credits and provisions 
of capital (lender)

1,040,631

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial
Financing agreements: 
credits and provisions 
of capital (borrower)

550,088

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial
Sale of tangible assets, intangible 
assets and other assets

623,570

Criteria CaixaHolding, S.A.U. Gas Natural SDG, S.A. Commercial Leases 590
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C.3 Detail the significant operations that imply a transferral of resources or obligations between the company or 
entities within its group and the administrators or executives of the company:

–

C.4 Detail the important operations carried out by the company with other companies belonging to the same group, 
provided that they are not eliminated in the process of drafting the Consolidated Financial Statements and are not part 
of the company’s usual trading in terms of its purpose and conditions:

–

C.5 Indicate whether the members of the Board of Directors have been affected by any conflicts of interest over the 
year, in accordance with the provisions set forth in Article 127 ter of the Public Limited Companies Act.

Yes NoX

Name or company 
name of Director Description of the conflict of interest

Mr Antonio Brufau Niubó
Mr Carlos Kinder Espinosa
Mr Demetrio Carceller Arce
Mr Enrique Alcántara-García Irazoqui
Mr Juan Rosell Lastortras
Mr Juan María Nin Génova 
Mr Luis Suárez de Lezo Mantilla
Mr Nemesio Fernández-Cuesta Luca de Tena

In related-party transactions that have been submitted for approval by the Board, following 
a favourable report from the Appointments and Remuneration Committee, those Directors 
representing the involved related party have abstained from voting. See section C.2.

Mr Narcís Serra Serra In related-party transactions that have been submitted for approval by the Board, following 
a favourable report from the Appointments and Remuneration Committee, those Directors 
representing the involved related party have abstained from voting. See section C.2. and C.6.

C.6 Detail the mechanisms established to detect, determine and resolve possible conflicts of interest between the 
company and/or its group, and its Directors, Executives or significant shareholders.

1. Directors:

The conflicts of interest are regulated by Article 16 of the Regulations of the Board of Directors, which states the following:

The Director must abstain from intervening in deliberations and voting on issues in which he/she has a direct or indirect interest and would •	
give rise to a conflict of interests. 

The Director shall be considered to have an interest when the issue affects a member of his/her family, or a company, entity or their •	
respective groups, not belonging to the group, in which the Director acts as representative, manager or adviser, or has a majority holding in 
their capital or has been put forward by those entities as a Proprietary Director in Gas Natural Fenosa.
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Directors must report their personal situations to the Board, as well as those of their closest family members and also the companies •	
controlled by them. Specifically, Directors must report aspects relating to holdings, positions held and activities, syndication agreements 
and, in general, any fact, situation or link that may influence their loyal conduct as administrators of the company. Likewise, Proprietary 
Directors must inform the Board of any conflict of interest between the company and the shareholder that proposed their appointment, or 
which could compromise their duty to be loyal.

The Director cannot carry out direct or indirect professional or commercial transactions with the company or companies in its group, •	
unless he/she has previously reported the situation of conflict of interests, and the Board, subject to a report from the Appointments and 
Remuneration Committee, has approved the transaction. For ordinary operations, the generic authorisation for the operation type and its 
implementation procedure shall be sufficient. In all cases, any conflicts of interest of the company’s administrators shall be reported in the 
Annual Corporate Governance Report.

In his/her capacity as loyal representative of the company, the Director must inform the company of shares in the company he/she holds, •	
directly or through companies in which he/she has a majority holding, following the procedure and other processes that are established for 
investment in Gas Natural  SDG, S.A. and investee companies.

Votes on proposals for appointments, re-election or dismissal of Directors shall be secret, and the affected Directors must abstain from •	
taking part in these votes and their deliberations.  

The Director must notify the company of significant changes to their professional circumstances and changes which affect the nature or •	
capacity by virtue of which he/she was appointed as Director.

The Director shall inform the company of any kind of legal or administrative claim or any claim of any nature in which they are involved •	
which, due to its significance, could have a serious bearing on the reputation of the company. The Board shall examine the matter and adopt 
the appropriate measures in the company’s interest and with the required urgency.

The Board of Directors shall endeavour, at all times, to prevent Proprietary Directors from using their position to obtain asset benefits •	
without adequate compensation, to the advantage of the shareholder that put them forward for the position.

2. Directors and executives:

Section 6 of the Internal Code of Conduct, for issues relating to the Securities Markets of Gas Natural SDG, S.A., contains the information that 
the Directors and executives of the entity must provide concerning conflicts of interest:

“6.1.  The persons included in the subjective scope of this Internal Code of Conduct shall be obliged to inform the Secretary of the Board 
of Directors of Gas Natural SDG, S.A. of any possible conflicts of interest that may emerge with the corporate relationships in which 
they hold an interest or with the ownership of their personal or family assets or any other cause that may interfere in the fulfilment of 
activities which are the object of these regulations.

In the case of there being a doubt over the existence of a conflict of interest, the obliged persons must consult the Secretary of 
the Board of Directors of Gas Natural SDG, S.A. who shall resolve the issue in writing. The Secretary may take the matter to the 
Appointments and Remuneration Committee if he/she considers it to be of particular significance.

The persons affected by potential conflicts of interest must keep the information up to date, reporting any modification or closure of the 
previously communicated situations.

6.2.  The affected persons must abstain from participating in the adoption of any kind of decision that could be affected by the conflict of 
interests with the company...”
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3. Significant shareholders:

With regard to this section Article 16, in fine, of the Board Regulations establishes:

“Accordingly, any direct or indirect transaction between the company and a significant shareholder must be submitted for approval by the 
Board of Directors, subject to a ruling from the Appointments and Remuneration Committee of the Board. The committee must assess the 
transaction in terms of equal treatment and fair market conditions. The affected Proprietary Directors must abstain from taking part in the 
Board deliberations and voting. Where the transactions in question are ordinary ones, across-the-board authorisation may be granted for the 
line of transactions and the conditions for their execution.”

Article 31 of the Board Regulations envisages, among the functions entrusted to the Appointments and Remuneration Committee, the task 
of informing the Board of transactions that imply or may imply conflicts of interest and, in particular, transactions with associated parties 
submitted to the Board. 

Finally, Article 6.5 of the aforementioned regulations obliges the Board of Directors to include, in the Annual Report and the Annual Corporate 
Governance Report, information on the transactions completed with significant shareholders (overall volume of the transactions and the 
nature of the most significant), so that other shareholders may be informed of their scope and importance.

Until 28 November 2011, Caixa d’Estalvis de Catalunya, Tarragona i Manresa was still considered a significant shareholder, as it proposed one 
of the members of the Board of Directors. On that date, the Director designated by the savings bank tendered his resignation, which was 
ratified by the Board of Directors of Gas Natural SDG, S.A. on 16 December 2011.

The operations carried out (in thousands of euros) with Catalunya Banc, S.A., a subsidiary of Caixa D’Estalvis de  Catalunya, Tarragona i 
Manresa, are:

Catalunya Banc, S.A. Gas Natural SDG, S.A. Commercial Financial expenses 1,850

Catalunya Banc, S.A. Gas Natural SDG, S.A. Commercial Other costs 274

Catalunya Banc, S.A. Gas Natural SDG, S.A. Commercial Financial income 433

Catalunya Banc, S.A. Gas Natural SDG, S.A. Commercial
Dividends and other 
distributed earnings

11,992

C.7  Is there more than one listed company in the group in Spain? 

Sí No X

Identify the subsidiary companies that are listed:

–
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D. Risk Control Systems

D.1 General description of the risk policies of the company and/or its group, detailing and assessing the risks covered 
by the system, together with justification for the adaptation of the system to the profile of each risk type.

Gas Natural Fenosa strategy is based on the basic principles of growth, integration, profitability and quality, which are transmitted repeatedly 
to its interest groups in the reports issued. These include annual reports, quarterly earnings reports and various reports of a strategic nature.

The said strategy basically covers the exploration and production of gas reserves, the gas supply and transportation, the wholesale and retail 
commercialisation of gas and electricity, the generation of electricity and the distribution of gas and electricity. 

All with presence in both Spain and in other countries of Europe, Africa and America. This places Gas Natural Fenosa in a context which is 
subject to several types of risk factors that are inherent to its activity.

The general risk policy is aimed at safeguarding Gas Natural Fenosa’s assets and is consolidated by the following aspects:

Controlled expansion of activities ensuring the fulfilment of quality standards.•	

Profitable growth risk guidelines established by the governing bodies.•	

Quick response to changes in the environment.•	

High level of professionalism of members of the Board of Directors and other members of the organisation.•	

Dynamic decision-making processes.•	

Flexibility, objective-based organisational structure.•	

Standard structure aimed at ensuring proper operation of critical processes and sub-processes for Gas Natural Fenosa, guaranteeing their •	
efficiency and effectiveness and the appropriate control of transactional risks.

Gas Natural Fenosa takes the view that the risks that require a greater degree of proactive management are those that, given the severity of 
the risk occurring, could have a negative bearing on the fulfilment of the Strategic Plan and/or on the company’s financial soundness in the 
short, medium and long-term. Although Gas Natural Fenosa administrates its business with prudence and diligence, many of the risks are 
inherent to the management of its activities, and are therefore beyond its control and/or certain occasions, and foreseeing or avoiding their 
consequences is unfeasible.

Gas Natural Fenosa’s broad experience in understanding and controlling risks can be seen in their integrated management. The main aim of 
global risk management is to guarantee the correct identification, assessment and management of the most important risks by the various 
business units. All with the aim of guaranteeing that the level of exposure to the risk assumed by Gas Natural Fenosa in the development 
of its business is consistent with its global target risk profile. The said risk profile responds to the level of uncertainty that must be assumed 
to achieve the strategic annual targets set by its governing bodies. The target risk profile is laid down in the different levels of uncertainty in 
accordance with the relevant risk category, as approved by the corresponding governing bodies.

Monitoring and assessing risk exposure in an integrated approach, and controlling overall exposure to it, allows efficiency in decision-making 
to be underpinned, making it possible to optimise the risk-return binomial and guaranteeing that the achievement of the credit rating levels is 
always in line with the strategic positioning of Gas Natural Fenosa and committed to its stakeholders.
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Corporate Risk Map of Gas Natural Fenosa

The process of identifying and assessing Gas Natural Fenosa’s risks is governed by the Corporate Risk Map. The preparation and updating 
of the said map is the responsibility of the Financial Area in close collaboration with the Internal Audit Area and the business units.

It is an instrument which is designed to identify and assess the main risk categories that affect Gas Natural Fenosa. In a schematic form 
these are:

a) Business risks:

a.1) Price

a.2) Volume

a.3) Regulatory

a.4) Strategic

b) Financial risk:

b.1) Exchange rate

b.2) Interest rate

b.3) Liquidity

c) Credit risk:

c.1) Retail

c.2) Wholesale

d) Operational risk:

d.1) Legal/Contractual

d.2) Human resources

d.3) Fraud

d.4) Processes

d.5) Information systems
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The aim of the preparation of the Risk Map is to analyse the effects of the various risk categories on each of Gas Natural Fenosa’s basic 
processes/activities. Accordingly, the following is taken into account:

a) Risk position: definition and characteristics.

b) Impact variables.

c) Qualitative and quantitative severity of the risk occurring.

d) Probability of risk occurring.

e) Defined mitigation controls and mechanisms, and their effectiveness.

The conclusions drawn from the map are conveyed to the Risk Committee, the Chief Executive Officer and the Audit and Control Committee; 
basic guidelines for action concerning risks are established regularly with the aim of reducing exposure in activities that have a residual risk of 
greater impact for Gas Natural Fenosa.

Comprehensive Risk Control and Management System

Gas Natural Fenosa has established a Comprehensive Risk Control and Management System that identifies, assesses and controls the risks 
to which the company is exposed. The foundations for this system are:

a) Definition of the general risk policy and profile.

b) Provision of organisational resources.

c) Internal policies, procedures and regulations of various types.

d) Adequate controls and measurement methodologies.

e) Technological infrastructure and information systems.

These foundations are set up through a process of continuous improvement, and their implementation is permanently regulated in 
cooperation among the various committees, governing bodies and departments of Gas Natural Fenosa, as well as by the Internal Audit Area.

With regard to regulations, special mention must be made of the General Risk Standard, whose main aim is to lay down the general principles 
and behaviour guidelines to guarantee the appropriate identification, information, assessment and management of Gas Natural Fenosa’s 
exposure to risk. The aim of the General Risk Standard is to guarantee that the entire organisation understands and accepts its responsibility 
in identifying, appraising and managing the most significant risks. Accordingly, it establishes various managers for the management, 
measurement, control and laying-down of limits for each of the typified risk categories. 

The main principle on which Gas Natural Fenosa is based in order to assess, mitigate and reduce the principal existing risks is that of reasoned 
business prudence in all of its actions, with strict and faithful compliance of the legislation in force.

As an integral part of the Comprehensive Control and Management System, particular mention must be made of the Risk Measurement 
System. The purpose of the system is to quantify the risk assumed globally and by each of the relevant businesses on a recurring base of 
probability, regarding risk factors related to variations in market prices.
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D.2 Indicate whether or not any of the various types of risk (operative, technological, financial, legal, reputational, 
fiscal, etc.) that affect the company and/or its group have arisen during the year: 

Yes NoX

If the answer is affirmative, indicate the circumstances that caused them and whether or not the established control 
systems worked. 

Risks occurred during the year Causes of risks Operation of control systems
The risks have evolved without 
significant impact on the Consolidated 
Annual Accounts. 

All the causes of the risks are external and 
inherent to the activities carried out by Gas 
Natural Fenosa.

The internal control systems have worked 
appropriately.

D.3 Indicate whether there is a committee or governing body that is responsible for establishing and supervising these 
control devices:

Yes NoX

If the answer is affirmative, describe its functions. 

Name of the committee 
or body

Internal Audit Area

Description of duties

The main purpose of the Internal Audit Area is to ensure the supervision and continuous assessment of the 
effectiveness of the Internal Control System in all fields of the group, providing a systematic and stringent 
approach for process monitoring and improvement, and for the assessment of operational risks and controls 
relating thereto. All of the foregoing is designed to achieve compliance with the strategic objectives of the 
group and to assist the Audit and Control Committee and the top-tier management of the group in the fields 
of management, control and corporate governance. In order to achieve these aims, the Internal Audit Area, 
which answers to the Audit and Control Committee and which in turn reports to the Chairman and Chief 
Executive Officer of Gas Natural Fenosa, draws up and executes a Strategic Audit Plan and Annual Internal 
Audit Plans, in accordance with a method of assessment of operational risks in keeping with best practices in 
corporate governance, based on the conceptual framework of the COSO Report (the Committee of Sponsoring 
Organisations of the Treadway Commission) and taking as a basis the type of risks defined in the Corporate Risk 
Map of Gas Natural Fenosa.

In accordance with the aforementioned methodology, the operational risks associated with the processes are 
prioritised by assessing their impact, relative importance and degree of control. Based on the results obtained in 
the aforementioned assessment, an action plan is designed with a view to implementing corrective measures 
which shall mitigate residual risks identified as having greater potential impact than the established tolerable or 
accepted risks.

Finally, it should be pointed out that the functions and activities of the Internal Audit Area are provided in the 
Annual Report on the Activities of the Audit and Control Committee.
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Name of the committee 
or body

Resources Area

Description of duties

This area is responsible for the overall management of the common services in fields such as information, 
purchases, engineering and technology, quality, health & safety and environment systems. The role played by 
these units is fundamental for the management and mitigation of risks of an operational nature. Specifically: 

The Information Systems Unit is responsible for the integrated management of the group’s information 
system, defining the technological strategy and planning, ensuring the quality of services, cost and safety 
required by the group. Of particular note is the information systems management unit, in charge of definition 
and monitoring of the governing parameters of the Information Systems, as well as the launch, set-up and 
monitoring of the normalisation of the group’s Information Systems model.

The Purchasing Unit is responsible for the definition, planning and implementation of the policies for 
purchases of goods and services. This unit is also responsible for the management, bidding, awarding and 
contracting of suppliers, and the standardisation and certification of equipment and material.

The Engineering and Technology Unit is responsible for the development and introduction of technological 
solutions that improve the efficiency, quality and safety of the group’s processes. 

The Quality, Health & Safety, environment and General Services Unit is responsible for the planning and 
management of the quality, safety, protection of the health and the environment. Likewise, this unit manages 
the personal, patrimonial and industrial safety.

Name of the committee 
or body

Financial Area Description of duties

The Financial Area assumes the global responsibility on risks, finance, fiscal, accounting and administration 
policies, as well as controlling the management and the relationships with investors. The Risk Unit is 
responsible for the conceptual determination of inherent risk for the group’s businesses as well as the 
assessment of the group’s global risk profile and its monitoring. This unit develops the regulations, policies 
and tools for the management and monitoring of risk as well as the proposal of levels of authorisation, 
responsibilities and operational limits. It is also responsible for assessing the potential risks of material 
damage, civil liability and loss of profit, as well as contracting and administering industrial and vehicle 
insurance policies. Additionally, it administers incident management.

The Finance Unit is responsible for conducting the group’s short, medium and long-term financial 
management as well as proposing the group’s financial policy in terms of distribution of results, levels of 
leverage, financial criteria on interest rates and the financial structure of companies.
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Name of the committee 
or body

Energy Planning Area

Description of duties

The Balance Unit is responsible for the consolidation of the group’s integrated energy balance and proposes 
indicators to improve the allocation of energy.

Name of the committee 
or body

Legal Services Area

Description of duties

The Legal Services Area is responsible for giving advice on the legal issues and manages the civil, penal 
and administrative matters in the different areas of the group. In particular, importance must be given to the 
compliance unit as responsible for monitoring the legislation that is applicable to the group and for fostering 
good corporate governance. Accordingly, the corporate governance matters unit, attached to Compliance, is 
responsible for defining the basic issues of corporate governance on a group scale, as well as for collaborating 
on the preparation of internal regulations that reflect said issues and for ensuring the fulfilment of the 
corporate governance principles.

Name of the committee 
or body

Audit and Control 
Committee

Description of duties

The responsibilities of the Audit and Control Committee are established in the Articles of Association and the 
Regulations of the Board of Directors. Among these are the functions of researching, reporting, supporting 
and making proposals to the Board of Directors in relation to their monitoring tasks, by means of a periodic 
review of compliance with the procedure for drafting business and financial information, the procedure for 
the identification and assessment of the risks included in the corporate risk map, the internal control system 
of the company (regulations, laws, policies, codes, accounting and internal control procedures, etc.) of the 
accounts auditing procedure and independence of the external auditor, and compliance with established 
policies in matters of corporate governance. The committee has also been assigned with the responsibilities 
of setting up and supervising a mechanism that enables employees to communicate any irregularities of 
importance, especially those of a financial and bookkeeping nature, and to do so in a confidential manner and, 
if considered suitable, anonymous.

The main activities of the committee in 2011 concerning the review of the internal control and risk 
management systems of Gas Natural Fenosa are set forth, inter alia, in the Annual Report on the Activities of 
the Audit and Control Committee.

The functions and activities performed by the Audit and Control Committee of Gas Natural SDG, S.A. duly 
comply with the legal requirements introduced through Law 12/2010, which amends Law 19/1988 of 12 July, 
governing Accounts Auditing, Law 24/1988 of 28 July, governing the Securities Market, and the consolidated 
text of the Public Limited Companies Act, approved through Royal Legislative Decree 1564/1989 of 22 
December, as well as the legal requirements introduced through Royal Legislative Decree 1/2010 of 2 July, 
which approves the consolidated text of the Capital Companies Act. 

By the same token, the functions and activities of the committee duly comply with the good corporate 
governance recommendations published by the National Securities Market Commission (CNMV), included 
in the Unified Code on Good Corporate Governance of Listed Companies of 19 May 2006, approved on 22 
May 2006 (Conthe Code) and the document published in June 2010 on Internal Financial Reporting Control 
Systems (SCIIF) at listed companies.
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Name of the committee 
or body

Executive Committee

Description of duties

The Executive Committee, in its capacity as appointed body of the Board of Directors, likewise gathers the 
necessary reports and advice for each case; it examines and authorises all significant operations which, due 
to their habitual occurrence in the company or their financial magnitude, are not authorised by the Board. The 
Executive Committee usually informs the Board of the decisions taken and requests, where appropriate, their 
ratification or approval from the highest governing body.

The Executive Committee is also responsible for proposing the Strategic Plan, the group’s objectives and the 
annual budget to the Board of Directors.

Name of the committee 
or body

Quality Committee

Description of duties

Its main objectives are to submit the Strategic Quality Plan for approval from the senior management but it 
is also responsible for coordinating and driving the introduction of the provisions in the plan in each of the 
affected organisational units, these units being ultimately responsible for their introduction. Likewise, through 
the quality, health & safety, environment and general services unit, it reports on the development of the 
measurements taken recurrently and systematically of Gas Natural Fenosa’s customer satisfaction and the 
alignment between the quality objectives and intrinsic business risks.

 

Name of the committee 
or body

Management Committee

Description of duties

The Management Committee, comprising senior executives (specifically the Chief Executive Officer, the 
General Managers and the remaining Directors, as shown in the table of foregoing section B.1.9), is the body 
that coordinates the business and corporate departments. Its principal functions include researching and 
proposing the objectives, the strategic plan and the annual budget, as well as escalating the proposals for 
actions that may affect the securing of the company’s strategic plan to the highest authorities.

All of the members of the Management Committee also participate in the drafting of the Corporate Risk Map 
through technical meetings at which they contribute their views on the principal uncertainties and possible 
effects on the business.

 

Name of the committee 
or body

Data Protection 
Committee

Description of duties

Its objective is to instigate, coordinate and drive the introduction of organisational and technical measures in 
all of the group’s companies, which ensure the security and confidentiality of the personal data provided by 
customers, suppliers or employees, fulfilling, in turn, the provisions set forth in the Personal Data Protection 
Act and its Security Regulations. It must ensure coverage for the risks that are inherent to its scope of 
operation. 
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Name of the committee 
or body

Regulation Committee

Description of duties

Its objective is the definition of the carrying out of Gas Natural Fenosa’s integrated regulation strategy, 
ensuring that the uncertainty associated with the regulatory sphere is properly managed.

Name of the committee 
or body

Risk Committee

Description of duties

This committee is responsible for guaranteeing the correct determination and review of Gas Natural Fenosa 
target risk profile, ensuring that the entire organisation understands and accepts its responsibility in the 
identification, assessment and management of the most relevant risks. 
The permanent members of the said committee include the Financial Area, the Energy Planning Area, the 
Wholesale Energy Business Area, the Retail Energy Business Area and the Internal Audit Area. In addition, the 
other members of the Management Committee can take part in the committee as non-permanent members 
for dealing with specific cases. The risk management strategy designed by the committee is applied by the 
Risk Subcommittee.

 

Name of the committee 
or body

Chief Executive Officer

Description of duties

The Chief Executive Officer authorises those operations that, due to their financial cost or nature, are directly 
submitted to the his/her jurisdiction and have been proposed by the company’s Executive Directors in the 
necessary reports. In the event that the operations exceed the pre-established limits, they are submitted by 
the Chief Executive Officer to the Executive Committee or the Board of Directors, as appropriate.

As a fundamental and principal function, the Chief Executive Officer is responsible for the execution and 
implementation of the agreements adopted by the Board of Directors and the Executive Committee, and can 
give authority to the company executives which are most suitable in each case, in accordance with the nature 
and significance of the matter.

The participation of the Chief Executive Officer in the discussion of the most pertinent conclusions of the 
Corporate Risk Map is also significant. The conclusions complement and contextualise the decision-making 
process in terms of the risks assumed by Gas Natural Fenosa.

 

Name of the committee 
or body

Board of Directors

Description of duties

Gas Natural Fenosa practises a business policy in which the analysis and management of risks plays a key 
role in decision-making processes. The established risk management control systems are configured at the 
following levels:
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Board of Directors:
The Board of Directors is responsible for carrying out whatsoever action that may be necessary for the 
fulfilment of the corporate purpose laid down in the Articles of Association. At any given time, the governing 
criterion is the sustained maximisation of the company’s value. Accordingly, it shall be competent to 
determine Gas Natural Fenosa strategic focuses and economic targets, the supervision and verification of 
the fulfilment of the said strategy and targets by top-tier management in accordance with the company’s 
purpose and interests. All guaranteeing the future viability of Gas Natural Fenosa and its competitiveness in 
the development of the business activity expressly under its control.

When carrying out its functions, the Board of Directors shall establish as many supervision systems as 
required to guarantee control over its members’ decisions.

In order to carry out the aforementioned functions, the Board of Directors has the following powers, 
particularly relevant in the area of risk management and control.

Adoption of Gas Natural Fenosa Strategic Plan, the annual budgets, the Annual Financial Plan and the 
investments and finance policy.

Adoption of the risk management and control policy and regular monitoring of the indicators and internal 
control systems.

Adoption of the corporate governance and corporate social responsibility policies.

Adoption of the policy on dividends and treasury stocks.

 

Name of the Committee 
or body

Secretary of the Board 
of Directors

Description of duties

In accordance with Article 26 of the Regulations of the Board of Directors, the Secretary of the Board, via the 
Secretary or, where applicable, via the Assistant Secretary, is responsible for assisting the Chairman in his/her 
tasks, and especially for providing the Board members with advice and information required, looking after the 
company documentation, as well as keeping the minutes of the sessions and attesting to the agreements of 
the company’s governing bodies.

 The Secretary of the Board shall be responsible for the formal and material legality of the Board’s actions at all 
times, as well as those of other committees, ensuring that their procedures and governing rules are regularly 
reviewed, thus minimising the existing company risks.
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D.4 Identification and description of the procedures for compliance with the different regulations affecting the company 
and/or its group. 

Gas Natural Fenosa activities are significantly conditioned by the application of various relevant regulations related to gas, electricity 
and environmental activities in all the countries in which it operates Gas Natural Fenosa. In order to guarantee compliance with the said 
regulations, there is an appropriate allocation of responsibilities in each of the business units, aimed at guaranteeing observance of and 
compliance with relevant legislative issues. In addition, as laid down in section D3, the Regulation Committee, especially with regard to 
environmental issues and in collaboration with the Resources Area through the quality, health & safety, environment and general services 
unit, is responsible for implementing a global and integrated control of compliance with legislative requirements in order to avoid risks in the 
said area. Finally, it is important to reiterate the function of the Legal Services Area, especially through the compliance unit, as responsible for 
and supervisor of compliance with the legislation applicable to the group.
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Shareholders’ rights in respect of General Meetings are those established by the Capital Companies Act (LSC) and other applicable legal 
regulations:

Right to information.•	

Right of attendance.•	

Right of representation.•	

Right to vote.•	

In accordance with the right to attendance, the General Meeting may be attended by those shareholders who, either individually or grouped 
with others, hold a minimum of 100 shares, provided that they are recorded in the corresponding accounting register five days prior to the 
meeting, and that they possess, as indicated in the meeting announcement, the corresponding attendance card attesting to compliance with 
the aforementioned requirements, which shall be issued in the name of the entities to whom it legally corresponds (Article 33 of the Articles 
of Association).

E. General Meeting

E.1 Indicate and, where applicable, give details of whether or not there are differences between the quorum system laid 
down in the Public Limited Companies Act (LSA) and the quorum for constituting the General Meeting of Shareholders.

Yes No X

% of quorum different to the provisions set 
forth in Article 193 LSA for general cases  

% of quorum different to the provisions set 
forth in Article 194 LSA for these special 

cases set forth in Article 194

Quorum required for the first call 0 0

Quorum required for the second call 0 0

E.2 Indicate and, where applicable, give details of whether or not there are differences between the system laid down 
in the Public Limited Companies Act (LSA) and the system for adopting corporate agreements:

E.3 List the shareholders’ rights in relation to General Meetings which differ from those of the LSA.

Describe how the system differs from that of the LSA.

Yes No X

–
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The most notable measure is the Meeting’s approval of its regulations since, as indicated in its introduction, the regulations constitute an 
obligatory reference for improving the information provided to shareholders on the content of the decisions to be taken and in achieving their 
active participation in the General Meetings.

The regulations were approved by the Ordinary General Meeting held on 14 April 2004, modified in June 2006 and later in April 2011.

Special mention must be made of the fact that, in 2007 and 2008, the option for electronic votes was implemented on the company’s website 
with a view to reaching the highest possible level of compliance with the proposals on corporate governance. However, owing to the notable 
lack of proportion between the effective use of the tool (5 shareholders in 2007 and 7 shareholders in 2008) and the economic cost of its 
implementation, it was not implemented in 2009, 2010 and 2011. As a conclusion, the limited use of the electronic vote does not justify the 
economic cost of its introduction at the present time.

If circumstances change in the future, its reinstatement will be analysed.

From the date of publication of the announcement of the General Meeting, the company shall place on its website all the proposals for 
decisions formulated by the Board of Directors in respect to the items on the agenda, unless since the proposals are not legally or statutorily 
required to be made available to the shareholders from the date of the meeting announcement, the Board deems that there is a justifiable 
reason for not doing so.

In addition, from the date of the announcement of the meeting, any other information which is considered appropriate for facilitating the 
attendance of the shareholders at the Meeting and their active participation therein shall be published on the company website  including:

Information on the meeting venue, indicating, where applicable, access to the room designated for this purpose.•	

Sample of an attendance card and the document for vote delegation indicating the procedure for obtaining the originals.•	

If available, a description of the delegation or electronic voting systems which may be used.•	

Information, where applicable, on the systems and procedures which facilitate monitoring of the Meeting (simultaneous translation or •	
diffusion via audiovisual media).

By the same token, from the date of publishing the call to the General Meeting, shareholders will have an electronic forum accessible both by 
individual shareholders as well as voluntary associations that may be set up, to facilitate communication between them prior to the General 
Meeting. The following may be published on the foregoing forum: 

Proposals to supplement the agenda announced in the call to meeting.•	

Applications to adhere to these proposals.•	

Initiatives to reach the percentage required to exercise a minority right as provided for in law.•	

Offers and requests concerning voluntary representation.•	

E.4 Indicate, where applicable, the measures adopted to encourage participation of the shareholders in General 
Meetings.
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Likewise, shareholders may, prior to the General Meeting, request in writing from the Board of Directors any reports or clarifications they 
deem appropriate regarding matters included in the agenda. The Board of Directors, except in specific cases (detrimental to company 
interests, matters not included in the agenda or irrelevant information) is obliged to provide that information.  

When the Meeting is held, the Chairman shall invite the shareholders who wish to intervene to identify themselves to the Meeting Secretary. 
Having given the reports that the Chair deems appropriate, and prior to voting having addressed all the items in the agenda, the shareholders 
may take the floor. During this part of the Meeting, shareholders may verbally request any reports or clarifications deemed appropriate 
regarding items in the agenda. Except for the cases provided in the foregoing paragraph or when the requested information is not available at 
the Meeting, the administrators are responsible for providing the requested information. This information shall be provided by the Chairman or, 
where applicable, as he/she indicates, by the Chairman of the Audit and Control Committee, or any other Board Committee competent in the 
matter in question, the Secretary, an Administrator, or if advisable, any employee or expert in the matter in hand.  

E.5 Indicate whether the position of Chairman of the General Meeting coincides with that of Chairman of the Board of 
Directors. Indicate, where applicable, the measures adopted to encourage independence and effective operation of the 
General Meeting:

Yes NoX

Details of measures

The General Meeting Regulations, which contain full details of the measures for ensuring independence and effective operation of the 
meeting, may be consulted on the company website. 

The most significant measures adopted are as follows:

More announcements for the General Meetings are published (ordinary and extraordinary) than those legally required.•	

Attendance cards are issued to make the voting process for shareholder easier.•	

The General Meeting may be attended by those shareholders who either individually or in a group with others hold a minimum of 100 •	
shares, provided that they are recorded in the corresponding accounting register five days prior to the meeting, and that they possess, 
as indicated in the meeting announcement, the corresponding attendance card attesting to compliance with the aforementioned 
requirements, which shall be issued in the name of the entities to whom it legally corresponds.

As a general rule, the media is allowed access to the Meeting in order to make public the progress of the meeting and the decisions taken.•	

In addition, a video of the meeting is available for subsequent dissemination.•	

In order to ensure the security of those attending and the good order and progress of the General Meeting, sufficient surveillance, •	
protective measures as well as access control are adopted.

As a general rule, the necessary requirements for simultaneous translation of the speakers at the Meeting shall be made available.•	
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Prior to the Meeting and following publication of the call to meeting, the shareholders that represent the least 5% of the share capital •	
may request that a complement to the call to meeting be published, including one or more points of the agenda. The exercise of this right 
must be carried out through notification requiring acknowledgement of receipt received at the company’s registered office within five days 
following publication of the call to Meeting.

Shareholders have the right to intervene in the General Meeting and to request the information and clarifications they deem appropriate, •	
and the Chairman of the Meeting in the exercise of his/her powers and without prejudice to any other actions may: 

I)  Request that speakers clarify questions which have not been understood or which have not been sufficiently explained.

II)   Call the other shareholders to order so that they confine their comments to matters relating to the Meeting and refrain from making 
inappropriate statements or exercising their rights in an abusive or obstructive manner.

III)   Announce to those wishing to speak that the time allotted to them is coming to an end and that they should adjust their speech 
accordingly, and if they persist in the conduct described in the preceding paragraph, their right to speak shall be withdrawn; and

IV)    If it is considered that their contribution disrupts or may disrupt the normal course of the meeting, they may be required to leave the 
premises and, where applicable, the necessary measures may be taken to ensure that they are ejected.

It should be pointed out that, without prejudice to the possibility of formulating a supplement to the call to meeting pursuant to Article 176 of the •	
Capital Companies Act and proposals for resolutions under the aegis of Article 168 of the Capital Companies Act, prior to the announcement of 
the General Meeting, when the floor is open to speakers, the shareholders may formulate proposals for decisions to the General Meeting on 
matters on the agenda which do not legally need to be made available to the shareholders when the meeting is announced, and on those issues 
on which the Meeting may deliberate without being included on the agenda. 

E.6  Indicate, where applicable, the amendments made during the financial year to the General Meeting Regulations.

In 2011, the following articles of the Regulations of the General Meeting were modified: 

“Article 2. Section V Powers of the General Meeting of Shareholders.

V. To authorise the Board of Directors to increase the share capital, pursuant to the provisions laid down in Article 297.1.b) of the Capital 
Companies Act.

Section 1 of Article 12. Holding the General Meeting.

The General Meeting will be validly at the first session providing shareholders that own a minimum percentage of capital subscribed with 
voting rights is present or represented, in each case, as required pursuant to the Capital Companies Act or the Articles of Association. If there 
is an insufficient number, the General Meeting will be held at a second session.

Article 19. Proposals.

Without prejudice to the possibility of proposing resolutions under the aegis of the provisions set forth in Article 168 of the Capital Companies 
Act prior to the call to the General Meeting and the provisions laid down in Article 172 of the aforementioned legal text, it should be pointed 
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out that, when the floor is open, shareholders may formulate proposals for decisions to the General Meeting on matters in the agenda which 
do not legally need to be made available to the shareholders when the meeting is announced, and on those questions on which the Meeting 
may deliberate without being included in the agenda.

Article 4.1. Paragraph 2 - Convening the General Meeting.

Similarly, the Board of Directors will call an Extraordinary General Meeting whenever it deems such action appropriate for corporate interests. 
An extraordinary general meeting must be convened when this is requested by shareholders that hold at least 5% of the share capital. The 
items of the agenda to be addressed at the Meeting must be expressed in the application. In this event, the Extraordinary General Meeting of 
Shareholders must be convened to be held within the legal deadline. The Administrators will draw up the agenda, and must include the items 
requested in the application.

Article 6. Information available from the date of the call to meeting.

1.  From the date of publication of the announcement of the General Meeting, the company shall place on its website all the proposals 
for decisions formulated by the Board of Directors in respect of the items on the agenda, unless when the proposals are not legally or 
statutorily required to be made available to the shareholders from the date of the meeting announcement, the Board deems that there is a 
justifiable reason for not doing so.

2.  From the date of the announcement of the meeting, any other information which is considered appropriate for facilitating the attendance of 
the shareholders at the Meeting and their active participation therein shall be published on the company website  including:

I)  Information on the Meeting venue, indicating, where applicable, access to the room designated for this purpose.

II)  Sample of an attendance card and the document for vote delegation indicating the procedure for obtaining the originals.

III) If available, a description of the delegation or electronic voting systems which may be used.

Iv)  Information, where applicable, on the systems and procedures which facilitate monitoring of the Meeting (simultaneous translation 
or diffusion via audiovisual media).

3.  Likewise, from the date of publishing the call to the General Meeting, shareholders will have an Electronic Forum accessible both by 
individual shareholders as well as voluntary associations that may be set up, to facilitate communication between them prior to the 
General Meeting. The following may be published on the forum:

I) Proposals to supplement the agenda announced in the call to meeting.

I)I Applications to adhere to these proposals.

III) Initiatives to reach the percentage required to exercise a minority right as provided for in law.

Iv) Offers and requests concerning voluntary representation.

The Shareholders’ Electronic Forum will be governed by the rules of the Electronic Shareholder Forum of Gas Natural SDG, S.A., duly 
approved by the Board of Directors.”
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E.7 Indicate the attendance data of the General Meetings held during the financial year to which this report refers:

Date of General 
Meeting

Attendance data

% physical 
presence

% 
represented

% remote voting

TotalElectronic vote Others

14/04/2011 68.700 8.000 0.000 0.000 76.700

E.8 Indicate briefly any decisions taken in the General Meetings held during the financial year to which this report 
refers, and the percentage of votes in the case of each decision.

During 2011, Gas Natural SDG, S.A. held one Ordinary General Meeting on 14 April 2011. The decisions adopted and the percentage of votes 
accorded to each are indicated below, as well as the share capital present and represented.

Ordinary General Meeting of Gas Natural SDG, S.A. held on 14 April 2011.

One. Analysis and approval, where applicable, of the Annual Accounts and of the Management Report for Gas Natural SDG, S.A. pertaining to 
the year ended on 31 December 2010. 
Votes against: 0.0015% 
Abstentions: 0.0030% 
Votes in favour: 99.9955%

Two. Analysis and approval, where applicable, of the Consolidated Annual Accounts and of the Consolidated Management Report for 
Gas Natural SDG, S.A. pertaining to the year ended on 31 December 2010. 
Votes against: 0.0015% 
Abstentions: 0.0030% 
Votes in favour: 99.9955%

Three. Examination and approval, where applicable, of the proposed application of the results of the 2010 financial year. 
Votes against: 0.0022% 
Abstentions: 0.0020% 
Votes in favour: 99.9958%

Four. Approval, for the free allocation of ordinary shares to company shareholders, of a share capital increase for a determinable amount and 
with the market reference value of four hundred and twelve million nine hundred and forty seven thousand one hundred and fourteen euros 
and five eurocents (412,947,114.05 euros). Acceptance of an undertaking to shareholders to acquire their free allocation rights at a guaranteed 
price. Express provision of incomplete allocation. Express provision of incomplete allocation. Delegation of execution of the share capital 
increase to the Board of Directors, with express powers to replace and redraft Articles 5 and 6 of the Articles of Association. Requesting 
admission to trading of issued shares in the stock exchanges of Barcelona, Madrid, Bilbao and Valencia as well as their transaction through the 
Spanish Stock Exchange Interconnection System. 
Votes against: 0.9172% 
Abstentions: 0.0028% 
Votes in favour: 99.9800%
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Five. Examination and approval, where applicable, of the Board of Directors’ actions during the 2010 financial year. 
Votes against: 0.0024% 
Abstentions: 0.0124% 
Votes in favour: 99.9852%

Six. Re-election of the accounts auditors of the company and its consolidated group for the year 2011. 
Votes against: 0.3198% 
Abstentions: 0.0665% 
Votes in favour: 99.6137%

Seven. Re-election, ratification and, where applicable, appointment of members of the Board of Directors.

7.1. Ratification and, where applicable, appointment of Mr Ramon Adell Ramon.
Votes against: 0.0684%
Abstentions: 0.0040%
Votes in favour: 99.9276%

7.2. Ratification and, where applicable, appointment of Mr Nemesio Fernández-Cuesta Luca de Tena.
Votes against: 0.5381%
Abstentions: 0.0040%
Votes in favour: 99.4579%

7.3. Ratification and, where applicable, appointment of Mr Felipe González Márquez.
Votes against: 0.0731%
Abstentions: 0.0042%
Votes in favour: 99.9227%

Eight. Modification of certain articles of the Articles of Association and adaptation in one context of its content, incorporating the modification 
agreed by the General Meeting.

8.1. Article 28. Call to the General Meeting, Article 29.- Power and obligation to convene the meeting, Article 51 bis. Audit Committee, Article 57. 
Management Report and Article 66. Deposit of the Annual Accounts.
Votes against: 0.0128%
Abstentions: 0.0676%
Votes in favour: 99.9196%

8.2. Article 18. Issue of bonds and Article 44. Remuneration.
Votes against: 0.0128%
Abstentions: 0.1160%
Votes in favour: 99.8712%

8.3. Article 12.- Joint ownership and rights in rem over the shares, Article 34. -Representation, Article 37.- Deliberation and adoption of 
resolutions, Article 39. Minutes of the Meeting, Article 41. Board of Directors, Article 51. Composition of the Executive Committee, Article 62. 
Legal reserve, Article 71. Liquidation of the company, Additional Provision and Transitory Article.
Votes against: 0.0128%
Abstentions: 0.0676%
Votes in favour: 99.9196%
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8.4. Adaptation of Articles of Association.
Votes against: 0.0128%
Abstentions: 0.1199%
Votes in favour: 99.8673%

Nine. Amendment of certain articles of the General Meeting Regulations.

9.1.  Article 2. Powers of the General Meeting of Shareholders, Article 12. Holding the General Meeting,  and Article 19. Proposals.
Votes against: 0.0023%
Abstentions: 0.0591%
Votes in favour: 99.9386%

9.2. Article 4. Calling the General Meeting of Shareholders, and Article 6. The information available from the date of calling the meeting.
Votes against: 0.0022%
Abstentions: 0.0592%
Votes in favour: 99.9386%

Ten. Consultative vote concerning the Annual Report on remuneration of members of the Board of Directors. 
Votes against: 1.1569% 
Abstentions: 0.0718% 
Votes in favour: 98.7713%

Eleven. Delegation of powers of attorney to supplement, develop, execute, remedy and formalise the decisions taken by the General 
Meeting. 
Votes against: 0.0021% 
Abstentions: 0.0027% 
Votes in favour: 99.9952%

E.9 Indicate whether or not there is a statutory restriction to the minimum number of shares required to attend the 
General Meeting:

Yes NoX

Number of shares required to attend the General Meeting 100

E.10  Indicate and justify the company’s policies with regard to delegation of votes at the General Meeting.

Pursuant to Article 34 of the Articles of Association, any shareholder with right of attendance may be represented at the General Meeting by 
another person who must be a shareholder, with the equal right of attendance, informing the company of the representation at least three 
days before the meeting is held.

The representation must be conferred in writing for each General Meeting, except the provisions set forth in Article 187 of the Capital 
Companies Act. Representation may be revoked at any time. Personal attendance at the General Meeting of the person represented may be 
revoked.
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Likewise, Article 8 of the Regulations of the General Meeting indicates that the right to attend the General Meeting may be delegated in 
favour of another shareholder who also has the right of attendance.

The representation should be stated in writing or by any means of remote communication such as postal correspondence, telephone, email, 
sms or any other electronic means of communication supported by the company for this purpose.

The company will report on the corporate website and in any other media it deems appropriate on the representation system by remote 
media and on the guarantees that it requires with regard to the identity and authenticity of the shareholder granting the representation 
and the security and integrity of the content of the remote communication. Accordingly, the company may require the use of a recognised 
electronic signature or any other system that, in the sole judgement of the Board of Directors or the body or persons who the Board 
delegates this power of attorney, is deemed to satisfy the sufficient security guarantees.

Natural persons who are shareholders and who are not in full possession of their civil rights and artificial persons who are shareholders may 
be represented by duly accredited legal agents.

Representation which cannot be demonstrated according to law shall not be deemed valid or effective. Representation may be revoked at any 
time. Personal attendance at the General Meeting of the person represented may be revoked.

In cases where the administrators of the company represent any shareholder, the document authorising that delegation should contain the 
agenda of the Meeting as well as instructions for exercising the right to vote. If there are no such instructions, a favourable vote shall be 
assumed in respect of the proposals of the Board of Directors.

All the information required may be found on the website www.gasnaturalfenosa.com. The corporate governance information can be 
accessed through the section Information for Shareholders and Investors.

E.11 Indicate whether the company is aware of the institutional investors’ policy of participating or not in the company 
decisions:

E.12  Indicate the address and means of access to corporate governance information on the website.

Yes No X

http://www.gasnaturalfenosa.com
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F.  Degree of Compliance with Corporate Governance 
Recommendations 

Indicate the company’s degree of compliance with the recommendations given in the Unified Code of Good Governance. 
In the event of failure to comply with any such recommendations, explain the recommendation, standards, practices or 
criteria in question applied by the company.

 1.  The Articles of Association of listed companies should not limit the maximum number of votes that can be issued by the same 
shareholder or contain other restrictions that prevent the company from being taken over through the purchase of its shares on the 
market. 

See epigraphs: A.9, B.1.22, B.1.23 and E.1, E.2. 

Complies

2. When the parent company and the subsidiary are listed, they must both publicly define the following in detail:

a)  The respective areas of activity and possible business relationships between them, as well as those of the dependent 
listed company with the remaining group companies;

b)  The mechanisms in place to solve possible conflicts of interest that may occur. 

See epigraphs: C.4 and C.7

Not applicable  

3.  Although it is not expressly required in mercantile legislation, they should submit the transactions that involve a modification 
to the company’s structure for approval by the General Meeting of Shareholders, especially the following:

a)  The transformation of listed companies into holding companies through the creation of subsidiaries or the incorporation 
of essential activities into dependent enterprises that hitherto had been carried out by the company itself, even though 
this party holds full domain over the former;

b)  The acquisition or disposal of essential operating assets, when this involves an effective modification of the corporate purpose;

c) Operations that have the same affect as liquidation of the company.

Complies            

4.  The detailed proposals of the agreements to be adopted by the General Meeting of Shareholders, including the 
information referred to in Recommendation 28, should be published with the publication of the announcement of the call 
to the meeting. 

Complies              

5.  In the General Meeting of Shareholders, the matters that are substantially independent must be voted separately so that 
shareholders can exercise their voting preferences separately. And the said rule should be applied, in particular:

a) To the appointment or ratification of Directors, which must be voted on separately;

b) In the event of amendments to the Articles of Association, to each article or group of articles that are substantially independent.  

See epigraph: E.8

Complies
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6.  The companies should allow the division of the vote so that the financial brokers legitimated as shareholders but 
acting on behalf of different customers can issue their votes in accordance with the instructions given by the said 
customers.

See epigraph: E.4

Complies

7.  The Board should carry out its functions on the basis of a unified purpose and independence, giving the same treatment to 
all the shareholders and following the company’s interest, understood as maximising the company’s economic value in a 
sustained manner. 

It should also ensure that, in its relations with the stakeholders, the company observes legislation and regulations; fulfils its 
duties and contracts in good faith; observes the uses and good practices of the sectors and territories in which it operates; 
and observes the additional principles of social responsibility it has voluntarily accepted. 

Complies

8.  As the core of its mission, the Board should adopt the company’s strategy and the organisation required for its 
implementation, as well as supervising and controlling the management’s fulfilment of targets and observance 
of the company’s corporate interest and purpose. Accordingly, in its plenary session, the Board reserves the 
competency for adopting the following:  

a) The general policies and strategies of the company, and more specifically:

I) The Strategic or Business Plan, as well as the management aims and annual budgets;

II) The investment and finance policy;

III) The definition of the group companies structure;

Iv) The corporate governance policy;

v) The corporate social responsibility policy;

vI) The remuneration policies and assessment of performance of senior management;

vII)  The policy for control and management of risks, as well as periodic monitoring of the internal information and 
control systems;

vIII) The dividend policy, as well as the treasury stock policy, with special focus on their limits. 

See epigraphs: B.1.10, B.1.13, B.1.14 and D.3
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b) The following decisions:

I)  At the proposal of the chief executive of the company, the appointment and possible resignation of senior 
executives, as well as their compensation clauses. 

See epigraph: B.1.14.

II)  The remuneration of Directors, as well as, in the case of executives, the additional remuneration through their 
executive duties and other conditions that their contracts must include.

See epigraph: B.1.14.

III) The financial information that must be published periodically, given its status as a listed company.  

Iv)  All kinds of investment or operations which, due to the amount or special characteristics, are of a strategic nature, 
unless approval falls to the General Meeting.

v)  The creation or acquisition of shareholdings in special purpose enterprises or enterprises with registered offices in 
countries or territories considered as tax havens, as well as any other transactions or operations of a similar nature 
which, due to their complexity, could hamper the group’s transparency.

c)  The operations that the company carries out with Directors, with major shareholders or shareholders represented on the 
Board, or with related parties (“related-party transactions”).  

However, this authorisation by the Board should not be considered necessary for the related-party transactions that meet 
the following three conditions:

1.  They are carried out by virtue of contracts whose terms and conditions are standardised and applied generally to 
many customers;;

2.  They are carried out at prices or rates generally established by the person acting as the supplier of the good or 
service in question;

3.   Their amount does not exceed 1% of the company’s annual revenue.

It is recommended that the Board should approve the associated transactions after a favourable report has been issued by 
the Audit Committee or, where applicable, any other party to which that function has been commissioned; and, besides not 
exercising or delegating their right to vote, the members of the Board who are affected should leave the meeting room while 
the Board deliberates and votes on the matter. 

It is recommended that the competencies attributed to the Board here should be non-delegable, with the exception 
of those mentioned in paragraphs b) and c), which may be adopted in emergencies by the Executive Committee and 
subsequently ratified by the Board in its plenary session.  

See epigraphs: C.1 and C.6 

Complies partially  

The degree of fulfilment is very high as a result of the following:
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In accordance with Article 4 of the Regulations of the Board of Directors: 

“1.  The Board of Directors is responsible for carrying out whatsoever action that may be necessary for the fulfilment of the 
corporate purpose laid down in the Articles of Association. At any given time, the criterion governing the actions taken by the 
Board of Directors is the sustained maximisation of the company’s value. In particular, it shall be competent for the following:

-  Determining the company’s strategic orientation and financial objectives and agreeing, at the proposal of top-tier 
management, the appropriate measures for their achievement.

-  Supervising and verifying that the members of top-tier management comply with the strategy and meet the targets set and 
observe the corporate purpose and interest. 

-  Ensuring the company’s future viability and its competitiveness, as well as the existence of appropriate leadership and 
management, where the company’s activity is expressly submitted to its control. 

-  Adopting the company’s codes of conduct and exercising the powers laid down in Article 5 of these regulations.

When carrying out its functions, the Board of Directors shall establish all the supervision systems required to guarantee the 
control of its members’ decisions, in accordance with its corporate interest and the interests of the minority shareholders. 

2.  The Board of Directors shall be responsible for whatsoever management, representation and control activities necessary or 
appropriate for achieving the corporate purpose as laid down in the Articles of Association. It shall respond for this obligation to 
the General Meeting. The bestowing of powers in favour of one or more members of the Board does not deprive the latter of 
the organic competency laid down in the Public Limited Companies Act and Articles of Association. 

3.  The Board of Directors is authorised, within the legal and statutory limits or those expressly laid down in these regulations, for 
the following:

-  Appointing one or more Directors, in the case of vacancies, by means of the co-option system until the first General Meeting 
is held. 

-  Accepting Directors’ resignations, where applicable. 

-  Appointing and dismissing the Chairman, Deputy Chairman, Chief Executive Officers, Secretary and Assistant Secretary of 
the Board of Directors. 

-  Delegating functions to any of its members under the terms and conditions laid down in law and the Articles of Association, 
as well as their revocation. 

-  Appointing the Directors to the various committees laid down in these regulations and revoking their mandates. 

-  Preparing the Annual Accounts and the Management Report. 

-  Presenting the reports and agreement proposals which, in accordance with the provisions laid down in law and the Articles of 
Association, are to be prepared by the Board of Directors to be heard and adopted, where applicable, by the General Meeting, 
including the Annual Corporate Governance Report. 



2011 corporate governance reportF. Degree of Compliance with Corporate 69

-  Establishing the company’s economic targets and adopting, when so proposed by senior management, the strategies, plans 
and policies aimed at achieving the said targets, where the fulfilment of the said activities is subject to its control. 

-  Adopting the acquisitions and transfers of the company’s assets or those of its subsidiary companies which, as a result of 
whatsoever circumstance, are of particular significance.

-  Establishing its own organisation and operation, and as well as that of the company’s senior management, and, in particular, 
modifying these regulations.

-  Exercising the powers awarded to the Board of Directors by the General Meeting, which may only be delegated if so laid 
down expressly by agreement of the General Meeting, as well as the other powers bestowed by virtue of these regulations.

4.  The Board of Directors is also the company’s organic representative under the legal terms and conditions laid down in the 
Articles of Association. The delegation or bestowing of such a power of representation in favour of one or more Directors 
implies an obligation for the latter to notify the Board of whatsoever documents they sign in the exercise of the said power and 
which go beyond ordinary administrative requirements.

5.  The Board of Directors shall regularly assess its own operations and that of its committees.” 

Similarly, Article 5 of the said regulations on the powers reserved expressly for the Board of Directors lays down the following:

“Notwithstanding the powers of representation and execution awarded by the Articles of Association to the Chairman and the 
Chief Executive Officers, as well as the effects of the powers or delegations bestowed to third parties directly by the company, 
with regard to the legal independence of the governing bodies of the companies in the group, a prior decision by the Board of 
Directors of Gas Natural SDG, S.A. shall be required in the following cases: 

1.  Presentation to the Ordinary General Meeting of the Annual Accounts and the Management Report of Gas Natural SDG, S.A. and 
the consolidated accounts, as well as any other proposals legally required of the administrators of the company. 

2. Adoption of the group’s Strategic Plan, the Annual Budgets, the Annual Financial Plan and the investments and finance policy. 

3. Definition of the capital ownership structure and the structure for delegations and powers.

4. Adoption of the corporate governance and corporate social responsibility policies. 

5.  The incorporation of new companies or entities, or participation in already existing companies when this presupposes an 
investment exceeding ten million euros of a stable nature for the group, or is removed from the main company activity.

6.  Adoption of merger, absorption, spin-off, concentration and dissolution transactions with or without liquidation, in which any of the 
companies in the group is involved and which are relevant for it. Whatever the case, the transactions involving companies with 
shareholders external to the group shall be understood as transactions of relevance. 

7.  Transfer of shares in the capital of companies or other fixed assets by any company in the group which, owing to their quantum or 
nature, are relevant for it. Whatever the case, the transactions involving quanta of more than ten million euros shall be understood 
as relevant.
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8.  Adoption of investment projects to be carried out by any company in the group which, owing to their quantum or nature, are 
relevant for it. Whatever the case, the transactions involving quanta of more than 15 million euros shall be understood as 
relevant.

9.  Adoption of programmes for the issue and renewal of serial commercial papers, debentures or similar securities by 
Gas Natural SDG, S.A. or its major investee or controlled holdings.

10.  Adoption of financial transactions to be carried out by any company in the group which, owing to their quantum or nature, are 
of relevance for it and are not included in the Annual Financial Plan. Whatever the case, whatsoever positioning of surpluses 
for a term of more than one year or financing at any term for quanta of over ten million euros shall be considered relevant. 

11.  Awarding of guarantees by companies belonging to the group to guarantee the obligations of entities that do not belong to it 
or which, belonging, have external shareholders.

12.  Transfer of rights over the trade name and brands as well as patents, technology and any other type of industrial property 
belonging to Gas Natural SDG, S.A. or group companies, and which have financial relevance.

13.  Adoption or ratification of the appointment and dismissal of members of senior management and the administrators of the 
various companies in the group. 

14.  Adoption of the appointment and dismissal of the patrons and posts held in the Gas Natural Foundation, of the individual 
representatives of Gas Natural SDG, S.A. in the cases in which the said company holds the post of administrator in another 
company, and administrators of part-owned companies that do not belong to Gas Natural Fenosa when the company has the 
power for proposing the said appointment.

15.  Creation, investment and supervision of the management of personnel pension plans and any other undertakings involving 
personnel which imply long-term financial liabilities for the company. 

16.  The signing of commercial, industrial or financial agreements of relevant or strategic importance for the group that represent a 
modification, change or review of the current Strategic Plan or Annual Budget.

17.- Approval of any company transaction with a significant shareholder pursuant to the terms of Article 19. 

18. Adoption of the financial information that corresponds according to legislation.

19. Adoption of the risk management and control policy and regular monitoring of the indicators and internal control systems.

20. Adoption of the policy on dividends and treasury stocks.

The agreements laid down in paragraphs five to eight, ten to 13 and 16 can be adopted without distinction by the Board of 
Directors or the Executive Committee.

The Chairman, the Chief Executive Officers or the Secretary shall execute the decisions taken by the Board of Directors pursuant 
to this Article and shall notify the authorisation or approval in the appropriate manner, or shall issue instructions to act as 
required.”

Consequently, there are certain competencies which, owing to urgency, effectiveness and operability, have been awarded 
without distinction to the Board of Directors and to the Executive Committee.
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9.  The Board should have the necessary size for effective, participatory operation, which means that it should not have fewer 
than five or more than 15 members.

See epigraph: B.1.1

Explain

At present, the Board of Directors of Gas Natural SDG, S.A., within the minimum number of 10 members and a maximum of 
20 members laid down in Article 41 of the Articles of Association, by virtue of the agreement adopted by the General Meeting 
of Shareholders held on 23 June 2003, comprises 17 members. The said number exceeds by two that of Recommendation 
9 of the Unified Code of Good Governance; however, the company believes that the current size of the Board is appropriate 
and necessary for the correct management and supervision of the company, where the said number does not prevent, limit or 
restrict in whatsoever way the effective and participatory operation of the said governing body.

10.  The External Proprietary and Independent Directors should represent a broad majority of the Board and the number of 
Executive Directors should be the required minimum, taking into account the complexity of the corporate group and the 
percentage of participation of the Executive Directors in the company’s capital.

See epigraphs: A.2 , A.3, B.1.3 and B.1.14. 

Complies  

11.  If there is an External Director who cannot be considered as either a Proprietary or Independent, the company should explain 
the said circumstance and his/her association either with the company or its executives, as well as with its shareholders. 

See epigraph: B.1.3

Not applicable 

12.  Among the External Directors, the ratio between the number of Proprietary Directors and the Independent Directors 
should reflect the proportion between the company’s share capital represented by the Proprietary Directors and the rest of 
the share capital.  

This criterion of strict proportionality could be reduced as the weight of the Proprietary Directors is greater than that 
which would correspond to the total percentage of the share capital they represent:

1.  In companies with high capitalisation in which the shareholdings legally considered as majority are very few or non-
existent, but there are shareholders with stock that has an absolute high value.

2.  When these are companies that do not have a plurality of shareholders represented on the Board, and there are no 
related-parties between the shareholders.  

See epigraphs: B.1.3, A.2 and A.3

Complies  
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13. The number of Independent Directors should represent at least one third of the total number of Directors.

See epigraph:  B.1.3

Complies 

14.  The character of each Director must be declared by the Board before the General Meeting of Shareholders, which shall 
effect or ratify their appointment, an appointment that shall be confirmed or reviewed annually, as appropriate, in the 
Annual Corporate Governance Report, with prior confirmation by the Appointments Committee. The said report should 
also explain the reasons why Proprietary Directors have been appointed at the request of shareholders whose holding 
is less than 5% of the share capital; and reasons should be given for the rejection, where applicable, of formal requests 
for presence on the Board from shareholders whose holding is equal to or higher than that of others at whose request 
Proprietary Directors have been appointed. 

See epigraphs: B.1.3 and B.1.4

Complies       

15.  When the number of female Directors is very low or non-existent, the Board should explain the reasons and the initiatives 
adopted to correct this situation; and, more specifically, the Appointments Committee should ensure that when new seats 
on the Board are available: 

a) The selection procedures are not affected by an implicit bias that prevents female Directors from being selected.

b)  The company purposefully seeks women that satisfy the professional profile, including among potential candidates.

See epigraphs: B.1.2, B.1.27 and B.2.3

Complies partially  

Article 31 of the Regulations for the Organisation and Operation of the Board of Directors and its committees lays down that 
the Appointments and Remuneration Committee shall review the necessary aptitudes in the candidates that are to cover each 
vacancy, the fulfilment of the requirements for each category of Director and the process for incorporating new members, raising 
the corresponding reports to the Board as required. For covering new vacancies, selection processes shall be guaranteed that 
are not subject to implicit bias that prevents the selection of female Directors, including, under the same conditions and among 
potential candidates, women who meet the professional profile being sought.

At present, the number of female Directors on the Board is zero, although Gas Natural SDG, S.A. has had female Directors in 
the past. On no occasion has the company limited, vetoed or restricted the possible appointment of a Director on the basis of 
gender, a circumstance which has never been taken into account.

16.  That the Chairman, as the person responsible for the effective performance of the Board, ensures that the Directors receive 
sufficient information beforehand; stimulates the debate and active participation of Directors during the Board sessions, 
safeguarding their right to take their own position and express their own opinion; and organises and coordinates the periodic 
assessment of the Board together with the chairmen of the relevant Committees as well as, if appropriate, that of the CEO or 
chief senior executive.  

See epigraph: B.1. 42

Complies       
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17.  When the Chairman of the Board is also the company’s chief executive, one of the Independent Directors should be 
empowered to request the call to meeting of the Board or the inclusion of new matters on the agenda; coordinate and 
echo the concerns of the External Directors; and direct the Board’s assessment of its Chairman. 

See epigraph: B.1.21

Not applicable

18.  The Secretary of the Board should make particularly sure that the Board’s actions: 

a)  Comply with the content and spirit of the laws and their regulations, including those approved by the regulating 
bodies;

b)  Are in accordance with the Articles of Association of the company and with the Meeting rules and regulations, those 
of the Board and any others that the company has;

c)  Take into consideration recommendations concerning good governance set forth in this Unified Code, which the 
company has accepted.

And, in order to safeguard the Secretary’s independence, impartiality and professionalism, his/her appointment and 
dismissal must be reported by the Appointments Committee and approved by the Board in its plenary session; and 
the said appointment and dismissal procedure must be laid down in the Board Regulations.

See epigraph: B.1.34

Complies 

19.  The Board should meet as regularly as necessary to carry out its functions effectively, following the schedule of dates 
and business laid down at the beginning of the year, where each Director may propose other business for the agenda not 
considered initially.

See epigraph: B.1.29

Complies  

20.  The non-attendance of the Directors should be reduced to essential cases and quantified in the Annual Corporate 
Governance Report. And if representation is essential, it must be designated with instructions.  

See epigraphs: B.1.28 and B.1.30

Complies  

21.  When the Directors or the Secretary express concern for any proposal or, in the case of the Directors, for the company’s 
progress and the said concern is not resolved by the Board, it should be recorded in the minutes of the meeting at the 
request of the person expressing the said concern.

Complies  
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22. In its plenary session, the Board should assess the following once a year:

a) The quality and effectiveness of the Board’s performance;

b)  Based on the report prepared by the Appointments Committee, the performance of the Chairman of the Board and 
the chief executive of the company;

c) The operation of its committees, based on the report prepared by these.

See epigraph: B.1.19

Complies  

23.  All the Directors should be able to exercise the right to gather the additional information they consider necessary on 
business that falls within the competency of the Board. And, unless the Articles of Association or the Regulations of the 
Board lay down otherwise, they should address their requirement to the Chairman or Secretary of the Board.  

See epigraph: B.1.42

Complies  

24.  All the Directors should have the right to obtain the advice they need for the fulfilment of their functions from 
the company. The company should lay down the appropriate ways of exercising this right, which, under special 
circumstances, could include external advisory services on the company’s account.

See epigraph: B.1.41

Complies  

25.  The companies should establish a guidance programme to provide new Directors with rapid and sufficient knowledge 
of the company, as well as its rules on corporate governance. And they should also offer Directors updated awareness 
programmes whenever circumstances deem such action advisable. 

Complies  

26.  The companies should require the Directors to devote the time and effort necessary for carrying out their function 
effectively and, consequently:

a)  The Directors should notify the Appointments Committee of the other professional obligations in case these could 
interfere with the dedication required;

b) The companies should establish rules on the number of Boards of which their Directors can form part.  

See epigraphs: B.1.8, B.1.9 and B.1.17 

Complies partially  

Owing to the high level of participation and attendance at the sessions of the governing bodies by the members of the Board, to 
date the company has not established any rules on the number of Boards on which the said Directors can sit; however, Article 18 of 
the Regulations of the Board expressly lays down the duty to non-competition.
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Article 18 of the Regulations of the Board states:

“Directors may not hold, themselves or by means of a representative, posts of whatsoever kind in companies or enterprises that compete 
with Gas Natural SDG S.A. or any company in its group, or provide the same services of representation or consultancy in favour thereof. A 
company shall be considered as a competitor of Gas Natural SDG, S.A. when, directly or indirectly, or through companies in its group, it is 
devoted to any of the activities included in the corporate purpose of Gas Natural SDG, S.A.

The Board of Directors, on the basis of report from the Appointments and Remuneration Committee, may excuse the fulfilment of this 
obligation when there is justified cause and it does not have a negative effect on the company’s interests.”

27.   The proposal for the appointment or re-election of Directors raised by the Board to the General Meeting of Shareholders, 
as well as their provisional appointment by co-option, should be approved by the Board:

a) At the proposal of the Appointments Committee, in the event of Independent Directors.  

b) Following a report from the Appointments Committee, in the event of remaining Directors.

See epigraph: B.1.2

Complies

28.  The companies should publish the following information about their Directors on their website and keep the said 
information up-to-date:

a) Professional and biographical profile;

b) Other Boards of Directors to which they belong, whether or not these are listed companies;

c)  An indication of the classification of Director to which they belong, specifying, in the event of Proprietary Directors, 
the shareholder they represent or with whom they are linked.

d) Date of the first appointment as Director of the company, as well as subsequent appointments; and

e) Company shares and stock options of which they are the holder.

Complies  

29. The Independent Directors should not remain as such for a continued term of more than 12 years.

See epigraph: B.1.2

Complies  

30.  The Proprietary Directors should present their resignation when the shareholder they represent sells all his/her shares in 
the company. They should also present their resignation, in the corresponding number, when the said shareholder lowers 
his/her shares in the company to a level that requires a reduction in the number of his/her Proprietary Directors. 

See epigraphs: A.2 , A.3 and B.1.2

Complies  
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31.  The Board of Directors should not propose the dismissal of any Independent Director before the fulfilment of the statutory 
term for which he/she has been appointed, except when there is just cause, understood as such by the Board after a report 
issued by the Appointments Committee. More specifically, justified reason shall be understood to exist when the Director 
has breached the duties that are inherent to their post or incurs any of the circumstances described in heading 5 of section 
III of definitions of this code.

The dismissal of Independent Directors resulting from takeover bids, mergers or other similar corporate transactions that 
represent a change to the company’s share capital structure could be proposed when the said changes to the structure of 
the Board are brought about by the criterion of proportionality indicated in Recommendation 12. 

See epigraphs: B.1.2, B.1.5 and B.1.26 

Complies

32.  The companies should establish rules that oblige the Directors to report and, where applicable, resign in cases that could 
damage the company’s reputation and credit and, in particular, oblige them to inform the Board of the criminal cases in 
which they appear as an accused party, as well as their subsequent procedural events. 

If a Director is tried or a sentence is issued against him/her for the commencement of a hearing for any of the crimes laid 
down in Article 124 of the Public Limited Companies Act, the Board should examine the case as soon as possible and, in 
view of the specific circumstances, decide whether or not it is fitting for the Director to continue in his/her post. The Board 
should give a reasoned account of all the events in the Annual Corporate Governance Report.

See epigraphs:  B.1.43, B.1.44

Complies  

33.  All the Directors should clearly express their opposition when they consider that any proposed decision submitted to 
the Board may be contrary to the company’s interests. And this should apply especially to the Independent Directors and 
other Directors not affected by the potential conflict of interest in the case of decisions that may damage the shareholders 
not represented on the Board.  

When the Board adopts significant or reiterated decisions on which the Director has formulated serious reservations, the 
said Director should draw the corresponding conclusions and, if he/she decides to resign, explain the reasons in the letter 
referred to in the following recommendation.

The scope of this recommendation also includes the Secretary of the Board, even though he/she does not have the status 
of Director.

Complies  

34.  When, either due to resignation or any other reason, a Director abandons his/her post before the end of his/her mandate, 
he/she should explain the reasons in a letter sent to all the members of the Board. And, without prejudice to the said 
resignation being notified as a relevant event, the reason for the resignation should be accounted for in the Annual 
Corporate Governance Report.

See epigraph: B.1.5

Complies partially  
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The recommendation does not apply to the Proprietary Directors or Executive Directors insofar as they access the Board 
in a different manner from the Independent Directors. The former are appointed by means of a proposal put forward by a 
holder of significant stable shares in the company’s share capital; the latter access the Board of Directors by virtue of their 
executive skills or senior management functions and the Independent Directors are appointed by virtue of their personal 
and professional conditions, since they exercise their functions without being conditioned by relations with the company, its 
majority shareholders or executives. Accordingly, only these Directors are asked to explain the reasons for their resignation 
to the other Directors when, for whatsoever reason, they leave their post before the completion of their mandate. Please see 
clarification of section B.1.4.

35.  The remuneration policy approved by the Board should indicate at least the following:

a)  Amount of the fixed elements, with a breakdown if applicable of the allowances for participation on the Board and its 
Committees and an estimate of the annual fixed remuneration to which they are entitled;

b) variable payment, specifically including:

I)  Classification of Directors that apply, as well as an explanation of the relative importance of the variable items 
with regard to the fixed items; 

II)  Criteria for assessing results on which any rights to payment through shares, stock options or any variable 
component are based;

III)  Fundamental parameters and basis of any annual premium system (bonus) or other benefits not paid in cash; and

Iv)  An estimate of the total amount of variable payments to which the proposed remuneration plan shall lead, in 
accordance with the degree of compliance with the targets or hypotheses on which it is based.

c)  Key features of the complementary pensions, life-assurance policies and similar, with an estimate of the annual 
equivalent amount or cost.

d)  Conditions to be observed in the contracts of those who exercise senior management functions as Executive 
Directors including:

I)   Duration;

II)   Periods of notice; and

III)   Any other clauses concerning joining bonuses, as well as compensation or golden parachute clauses through early 
termination or termination of the contractual relationship between the company and the Executive Director.

See epigraph: B.1.15

Complies  
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36.  The remuneration made through shares in the company or companies in the group, options over shares or instruments 
referenced to the value of the share, variable remuneration associated with the company’s performance or social security 
systems should be limited to the Executive Directors.

This recommendation will not cover the provision of shares when it is conditioned to the Directors maintaining them until 
their resignation as a Director.

See epigraphs: A.3, B.1.3

Complies

37.  The remuneration of the External Directors should be the amount necessary for compensating the devotion, qualification 
and responsibility required by the post; but not so high as to compromise their independence. 

Complies  

38.  The remuneration related to the company’s results should take into account the possible exceptions included in the 
external auditor’s report, which may reduce the said results. 

Not applicable  

39.  In the case of variable remuneration, the remuneration policies should incorporate the necessary technical precautionary 
measures to ensure that the said remuneration is related to the professional devotion of the beneficiaries and do not 
result simply from the general evolution of the markets or the company’s activity sector or other similar circumstances.

Complies  

40.  The Board should submit a report on the Directors’ remuneration policy to vote at the General Meeting of Shareholders, 
as a separate, consultative matter on the agenda. The said report should be made available to the shareholders either 
separately or in any other way the company considers appropriate.

The said report should focus particularly on the remuneration policy approved by the Board for the present year, 
as well as, where applicable, the policies anticipated for future years. It shall include all the matters referred to in 
Recommendation 35, except for circumstances that may suppose the revelation of sensitive commercial information. It 
shall underline the most significant changes in the said policies with regard to that applied during the past year to which 
the General Meeting refers. It shall also include an overall summary of how the remuneration policy was applied during 
the past year.

The Board should also report on the role played by the Remuneration Committee in the preparation of the remuneration 
policy and, if external consultancy services are used, on the identity of the external consultants providing the service.

See epigraph: B.1.16

Complies 
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41. The report should give details of the individual remuneration paid to Directors during the year, and include: 

a) The individualised breakdown of payment to each Director, which shall include, if appropriate:

I) The attendance allowances and other fixed remuneration as Director;

II) Additional payments as chairman or member of any of the Board’s Committees;

III)  Any payment as profit share or bonuses, and the reason why these were given;

Iv)  Defined contributions to pension schemes in favour of the Director; for the increase of the Director’s 
consolidated rights, when these are contributions to defined payment plans;

v) Any agreed or paid compensation in the event of termination of their duties;

vI) Remuneration received as Director of other group companies;

vII) Payments for the performance of senior management duties carried out by Executive Directors;

vIII)  Any other payment item other than the foregoing, regardless of their nature or the group company that pays 
them, especially when it is considered as a related-party operation or leaving it out would distort the true 
image of total payments received by the Director.  

b)  The individualised breakdown of any shares of stock options given to Directors, or any other instrument pegged to 
the share value, with a breakdown of::

I)  Number of shares or options granted over the year and the conditions for the exercise of these;

II)  Number of options exercised over the year with an indication of the number of shares affected and the price;

III)  Number of options pending exercise at the year-end, an indication of their price, date and other requirements 
to exercise these;

Iv) Any modification over the year of the terms for exercising the options already granted.

c)  Information on the ratio, the previous year, between the remuneration obtained by Executive Directors and the profits 
or other performance indicators of the company.

Complies partially

The report on the Annual Accounts individualises the amounts received by the members of the Board of Directors for 
belonging to said body of governance, the Executive Committee, the Audit and Control Committee and the Appointments and 
Remuneration Committee of the company, where the other remunerations are given in aggregate format with a breakdown of 
the various payment concepts.
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42.  When there is a Delegated or Executive Committee (hereinafter called “Executive Committee”), the participation structure 
of the various categories of Directors should be similar to that of the Board itself and its Secretary should be the Secretary 
of the Board.

See epigraphs: B.2.1 and B.2.6

Complies  

43.  The Board should always be aware of the matters dealt with and the decisions adopted by the Executive Committee and 
all the members of the Board should receive a copy of the minutes of the sessions of the Executive Committee.

Explain

The Chairman of the Board, also Chairman of the Executive Committee of the company, informs the members of the Board of 
Directors of the matters dealt with in the committee that are not recurrent, ordinary or usual. In addition, when the Executive 
Committee, in the full exercise of its competencies, considers that a certain matter submitted to its consideration as a result of 
its strategic, quantitative or qualitative importance must be reported to the Board of Directors or known thereby, it raises the said 
matter to the Board for the corresponding decision to be taken.     

44.  In addition to the Audit Committee required through the Securities Market Act, the Board of Directors should also 
constitute one committee, or two separate committees, for Appointments and Remuneration.  

The rules governing the make-up and operation of the Audit committee and the Appointments and Remuneration 
Committee or Committees should be given in the Regulations of the Board and include the following:

a)  The Board should designate the members of these committees in accordance with the knowledge, skills and 
experience of the Directors and the duties of each Committee; deliberate on the proposals and reports; and report on 
the activity and the work carried out at the first plenary Board meeting following the committee meetings;

b)  These committees should be made up exclusively of External Directors, with a minimum of three. The above is 
understood as without prejudice to the attendance of Executive Directors or senior executives when so agreed 
expressly by the members of the committee.

c) Their chairmen should be Independent Directors.

d) Outsourced consultancy should be used whenever deemed necessary for the performance of their duties.

e) Minutes of their meetings should be taken, with a copy sent to all Board members.

See epigraphs: B.2.1 and B.2.3

Complies partially

The chairmen and members of the various committees form part of the Board of Directors and, in turn and in the exercise of their 
competencies, they make various proposals and submit reports which are then submitted to the Board, which, together with the 
aim of avoiding the sending of duplicated documentation, is why the minutes of the committees are not sent.
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45.  The supervision of compliance with the internal codes of conduct and the rules of corporate governance should be 
attributed to the Audit Committee, to the Appointments Committee or, if these are separate, to the Compliance or 
Corporate Governance Committee. 

Complies 

46.  The members of the Audit Committee and, in particular, its Chairman should be appointed on the basis of their know-how 
and experience in bookkeeping, audits and risk management.

Complies  

47.  The listed companies should have an internal audit function which, under the supervision of the Audit Committee, should 
monitor the correct functioning of the internal control and information systems. 

Complies  

48.  The person responsible for the internal audit function should present his/her annual work plan to the Audit Committee; 
he/she should inform it directly of the incidents occurring during its development; and, at the end of each year, submit an 
activities report.

Complies  

49. The risk control and management policies should identify at least:

a)  The different kinds of risk (operational, technological, financial, legal, those affecting the corporate reputation, etc.) 
which are faced by the company and which include, as part of the financial or economic risks, contingent liabilities 
and other off-balance sheet risks;

b) The setting of the risk level that the company believes is acceptable;

c) The mechanisms to mitigate the impact of the risks identified, in the event that they materialise;

d)  Internal control and information systems, which shall be used to control and manage the foregoing risks, including 
the contingent liabilities or off-balance sheet risks.

See epigraph: D

Complies

50. The Audit Committee should be responsible for the following:

1. In relation to the internal control and information systems:

a)  Supervising the preparation and completeness of the financial information concerning the company and, if 
appropriate, the group, checking due compliance with the governing regulations, the proper delimitation of the 
consolidation criteria and the correct application of accounting criteria.  

b)  Periodically checking the internal control systems and risk management, to identify, manage and notify the key risks 
properly.
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c)  Ensuring the independence and effectiveness of the internal audit function; proposing the selection, appointment, 
re-election and dismissal of the person in charge of the internal audit service; forwarding the budget for this service; 
receiving periodic information on its activities, and verifying that senior management considers the conclusions and 
recommendations in its reports.

d)  Setting up and supervising a mechanism that enables employees to communicate any irregularities of importance, 
especially those of a financial and bookkeeping nature, and to do so in a confidential manner and, if considered 
suitable, anonymous.

2. In relation to the external auditor:

a)  Presenting the Board with proposals for selection, appointment, re-election and replacement of the external auditor, as well 
as their contractual terms.

b)  Receiving regular information from the external auditor on the audit plan and the results of carrying it out, and 
checking that senior management take its recommendations into account.  

c) Ensuring the independence of the external auditor and, to this end:

I)  The company should notify the change of auditor to the CNMv as a relevant event and attach a declaration 
on the possible existence of disagreements with the outgoing auditor and, if there are any disagreement, the 
content thereof.  

II)  The company and the auditor should be seen to respect the current rules governing the provision of services 
other than audit services, the limits on business concentration of the auditor and, in general, the other norms 
established to ensure independence of auditors.

III)  In the case of the resignation of the external auditor, it should examine the circumstances leading to the said 
resignation.  

d)  In the event of groups, to favour that the group auditor accepts liability for the audits of the companies that make up 
the group.

See epigraphs: B.1.35, B.2.2, B.2.3 and D.3

Complies

51.  The Audit Committee should be able to call any of the company’s employee or manager, and also have them appear 
without the presence of any other executive.

Complies

52.  The Audit Committee should report to the Board before the Board adopts the corresponding decisions on the following 
matters indicated in Recommendation 8:

a)  The financial information that must be published periodically, given its status as a listed company. The committee 
should ensure that the intermediate accounts are prepared under the same bookkeeping criteria as the annual 
accounts and, accordingly, consider the appropriateness of a limited review by the external auditor.
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b)  The creation or acquisition of shareholdings in special purpose enterprises or enterprises with registered offices in 
countries or territories considered as tax havens, as well as any other transactions or operations of a similar nature 
which, due to their complexity, could hamper the group’s transparency.

c)  The related-party transactions, unless that preliminary report function has been attributed to another of the 
supervision and control committees.

See epigraphs: B.2.2 and B.2.3

Complies  

53.  The Board of Directors should seek to present the accounts to the General Meeting without reservation or exception in 
the auditors’ report and, in whatsoever exceptional case, both the Chairman of the Audit Committee and the auditors 
should clearly explain to shareholders the content and scope of the said reservations or exceptions.

See epigraph: B.1.38

Complies  

54.  Most of the members of the Appointments Committee (or the Appointments and Remuneration Committee, if there is 
only one committee) should be Independent Directors.

See epigraph: B.2.1

Complies  

55.  Besides the functions indicated in the above recommendations, the following responsibilities should correspond to the 
Appointments committee:

a)  Assessing the skills, knowledge and experience required on the Board, subsequently defining the duties and 
aptitudes required by the candidates to cover each vacancy, and assessing the time and dedication required to 
correctly perform their duties.

b)  Properly examining and organising the succession of the Chairman and chief executive and, if appropriate, making 
proposals to the Board to enable the foregoing succession to occur in an organised and well planned manner.

c) Reporting the appointments and resignations of senior executives proposed to the Board by the chief executive.

d) Notifying the Board on the gender diversity issues shown in Recommendation 14 of this code.

See epigraph: B.2.3

Complies partially   

The only matter to be considered under this epigraph would be gender diversity, for which the Appointments and Remuneration 
Committee is responsible for reviewing the necessary aptitudes in the candidates that are to cover each vacancy, the fulfilment 
of the requirements for each category of Director and the process for incorporating new members, raising the corresponding 
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reports to the Board as required. For covering new vacancies, selection processes shall be guaranteed that are not subject 
to implicit bias that prevents the selection of female Directors, including, under the same conditions and among potential 
candidates, women who meet the professional profile being sought. The said obligation is laid down in Article 31.2 of the 
Regulations of the Board of Directors.

56.  The Appointments Committee should consult the company’s Chairman and chief executive, especially with regard to 
business concerning the Executive Directors. 

Any Director should be able to request the Appointments Committee to consider potential candidates it deems ideal to 
cover vacancies.

Complies  

57.  Besides the functions indicated in the above Recommendations, the following responsibilities should correspond to the 
Remuneration Committee:

a) Proposing to the Board of Directors:

I)    The remuneration policy for Directors and senior executives;

II)   Individual remuneration of Executive Directors and the other conditions of their contracts.

III)  The basic contractual conditions of senior executives.

b) Ensuring the observance of the remuneration policy laid down by the company.

See epigraphs: B.1.14 and B.2.3 

Complies  

58.  The Remuneration Committee should consult the company’s Chairman and chief executive, especially with regard to 
business concerning the Executive Directors and senior executives. 

Complies
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G. Other Information of Interest

If you consider that there is any important principle or aspect regarding the corporate governance practices applied by your 
company, which have not been covered in this report, please explain below.

Clarification of section B.1.2

In a letter dated 28 November 2011, Mr Narcís Serra Serra tendered his resignation as Director of the Board of Directors

Clarification of section B.1.4

Mr Narcís Serra Serra, proposed by Caixa D’Estalvis de Catalunya, Tarragona i Manresa, a bank of renown prestige, has held 
the position of Director until the date of his resignation, tendered in a letter dated 28 November 2011, which was notified as a 
relevant fact on 2 December 2011

Clarification of section B.1.30

Number 12 in the above table indicates the number of times Directors did not attend the 13 sessions held by the Board of 
Directors in 2011, in accordance with the definition given in the final paragraph of this section.

Clarification of section B.1.40

The % of stake includes both direct and indirect shares held by each Director in entities that have the same, similar or 
complementary type of activity.

Note on the Code of Good Tax Practices

At its meeting on 17 September 2010, the Board of Directors agreed that Gas Natural Fenosa would adhere to the Code of Good 
Tax Practices.

In accordance with the provisions laid down in the Code of Good Tax Practices, it is expressly placed on record that Gas Natural 
Fenosa has effectively complied with the content of this code and, more specifically, at the meeting held on 27 January 2012 the 
Board of Directors of Gas Natural Fenosa was notified about the tax policies adhered to by the group in 2011.

In this section, you may include any information or clarification with regard to the previous sections of this report to the extent 
that they are relevant and non-repetitive.

More specifically, indicate whether your company is subject to any corporate governance legislation other than Spanish law, 
and if so, include any information that is mandatory and different from that requested herein.
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Binding definition of Independent Director: 

Indicate whether or not any of the Independent Directors has or has had any relationship with the company, its significant 
shareholders or executives which, if sufficiently significant or important, would have meant that the Director could not be 
considered as independent in accordance with the definition laid down in section 5 of the Unified Code of Good Governance: 

Yes No X

Date and signature:

This Annual Corporate Governance Report has been adopted by the Board of Directors of the company in its session held on 

27-01-2012

Indicate whether or not there have been Directors who voted against or abstained from voting on the adoption of this 
report.

Yes No X
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Appendix.  Document Complementing the Annual Corporate Governance Report of 
Gas Natural SDG, S.A. Corresponding to the 2011 Financial Period in Relation 
to Article 61 bis of the Securities Market

Information on securities which are not traded on a regulated community market, indicating, where appropriate, the different 
classes of shares, and for each class, the rights and obligations conferred, and the percentage of capital corresponding to treasury 
stock held by the company and significant variations to it (Art. 61 bis 4. a. 3. of the Securities Market Act).

The company has no securities which are not traded on a regulated community market.

The company has no treasury stock.

Information on the rules applicable regarding amendments to the company’s articles of association 
(Art. 61 bis 4. a. 4. of the SML). 

The amendment of the Articles of Association is regulated by Articles 24, 32 and 68 of the Articles of Association and Article 2 of the General 
Shareholders’ Meeting Regulations.

General Meeting of Shareholders.

The shareholders convened in a duly called General Meeting of Shareholders, will decide by a majority vote the issues that •	
fall within the jurisdiction of the General Meeting of Shareholders.

All the shareholders, including the opponents and those who have not participated in the meeting, are subject to the •	
resolutions of the General Meeting of Shareholders (art. 24 Articles of Association).

Special resolutions and majorities. Constitution.

In order for the Ordinary or Extraordinary General Meeting of Shareholders to legally agree to the issue of bonds, •	
increase or decrease of share capital, suppress or limit preferred subscription rights to new shares or convertible 
bonds, or adopt a resolution in favour of the transformation, merger, demerger or total assignment of assets 
and liabilities, the transfer of registered office abroad, and, in general, make any modifications to the Articles of 
Association, the presence of shareholders or their proxies holding at least fifty percent (50%) of the share capital 
with voting rights will be required on first call. On second call, the attendance of twenty-five percent (25%) of said 
capital will be sufficient. (art. 32 of the Articles of Association).

Modification of the Articles of association.

The modification of the Articles of Association must be adopted at the General Meeting of Shareholders and requires the •	
concurrence of the following requirements:

1)  The Board of Directors or, as the case may be, the shareholders proposing the resolution must present a written report 
justifying the modification.

2)  They must clearly explain at the meeting the points they wish to modify and the right of all the shareholders to examine, 
at the registered office, the full text of the modification proposed and the report on the same and to request that said 
documents be delivered to them free of charge.

3)  The resolution must be adopted by the General Meeting of Shareholders, in accordance with the provisions of the 
Articles of Association.

4)  In any case, the resolution will be recorded in a public deed, which will be inscribed in the Mercantile Register and 
published in its Official Gazette (art. 68 Articles of Association).
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Powers of the General Meeting of Shareholders.

The General Meeting of Shareholders, as the maximum decision-making body of the Company, has the power to adopt all •	
types of resolutions regarding the Company, and, in particular: 

I.  Approve, as the case may be, the annual accounts of the Company and decide on the application of results, and 
approve, as the case may be, the consolidated annual accounts.

II.  Appoint and remove the member of the Board of Directors, and, ratify or revoke the appointments made by 
co-option by the Board and approve their management.

III. Appoint, as the case may be, or re-appointment, the Accounts Auditors.

IV.  Agree on the issue of bonds, the increase or reduction in capital, the transformation, merger, demerger or winding 
up of the Company, and, in general, any modifications to the Articles of Association.

V.  Authorise the Board of Directors to increase share capital, in accordance with the provisions of article 153.1b) of the 
Spanish Capital Corporations Act.

VI. Authorise the derivative acquisition of treasury shares of the Company under the legal terms in force.

VII. Confer upon the Board of Directors the powers which, for cases not foreseen, it deems necessary.

VIII. Decide on the affairs that will be submitted to resolution by the Board of Directors.

IX.  Decide on the application of the remuneration systems consisting of the payment of shares or share options, and 
any other remuneration system that the value of the shares is indexed to, irrespective of who the beneficiary of said 
remuneration systems is.

X.  Decide on what is licit, especially in relation to the issues that are not especially regulated by the Articles of 
Association and are not exclusively the competence of the Board of Directors (art. 2 of the Regulations of the 
General Meeting of Shareholders).

Any restriction on the transferability of securities and any restriction on voting rights 
(Article 61 bis 4 b of the SML).

There are no restrictions on the transfer of securities. According to article 11 of the Articles of Association of Gas Natural SDG, S.A. the 
shares are transferable in the manner set down by current provisions in force. Notwithstanding the application of certain norms, which are 
set out below.

As a listed company, the acquisition of significant shareholdings is subject to notification to the issuer and the Spanish Securities Exchange 
Commission (Comisión Nacional del Mercado de Valores – CNMV) under article 53 of the Securities Exchange Act, Law 24/1988, article 23.1 
of Royal Decree 1362/2007/19 October and Circular 2/2007/19 December of the CNMV, which sets the first notification threshold at 3% of 
share capital or voting rights.

Furthermore, as a listed company, and except of the exemption under the First Additional Provision of Royal Decree 1066/2007 the acquisition 
of 30% or more of share capital or voting rights of the Company requires the filing of a takeover bid under the terms set down in article 60 of 
the Securities Exchange Act, Law 24/1988. 
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There are also relevant sectorial rules applicable in respect of the Group’s energy company in Spain: 

As a Company whose Group comprises certain regulated and quasi-regulated assets and activities, the acquisition of its shares may be •	
subject to the stipulations of Additional Provision 11. 3. 1. 14. of the Mineral Oils Sector Law (Law 34/1998).

As a principle operator in the gas and electricity markets, ownership of its shares is subject to the restrictions laid down in Article 34 of •	
Decree-Law 6/2000 on Urgent Measures for the intensification of competition in goods and services markets.

Information on the powers of board members and, in particular, those relating to the possibility of issuing or repurchasing 
shares (Article 61 bis 4. c. 3. of the SML).

The Company has conferred on the Chairman of the Board of Directors and the Chief Executive Officer broad powers of representation and 
management, which allows them to deal with the ordinary matters faced by the company, except those that cannot be delegated by Law, or 
by Articles of Association or Regulations that pertain to the General Meeting of Shareholders, the Board of Directors or its Committees. 

In order to execute certain resolutions which, for various issues, require a specific mandate, the Board of Directors or the Executive 
Committee has conferred special powers upon the Chairman or the Chief Executive Officer, which expire after they are executed, in one 
single act.

The General Shareholders’ Meeting of 20 April 2010, as point eight of its Agenda, resolved as follows:

Eight. Authorisation to the Board of Directors for the derivative acquisition of own shares, either directly or through companies of Gas Natural 
group, in the terms agreed by the General Meeting and with the legally established restrictions, thus cancelling the authorisation agreed by 
the Ordinary General Meeting of 26 June 2009.

Eight 1. To cancel the authorisation granted to the Board of Directors by the General Meeting held on 26 June 2009 to acquire company 
shares by onerous title.

Eight 2. To authorise the Board of Directors to acquire in a term of no longer than five years fully paid-up company shares to a maximum of 
10% of share capital by onerous title, on one or more occasions, or the maximum applicable figure the in accordance with the legislation in 
force at the time of acquisition, provided that the aforesaid percentage between the shares acquired by the company directly or indirectly and 
those already held by the company and its subsidiaries should never exceed 10% of share capital or any other legally prescribed percentage 
of capital. The minimum and maximum acquisition price shall be the share price on the Continuous Market of the Spanish Stock Exchange, 
with an upward or downward variation of 5%. If the shares are not listed, the maximum and minimum acquisition price shall be established 
at between one and a half times and twice the book value of the shares, as per the latest audited consolidated balance sheet. The Board of 
Directors is authorised to delegate this authorisation in the person or persons it deems appropriate. This authorisation is understood to apply 
to the acquisition of the company’s shares by owned companies.

Similarly, the General Meeting of 20 April 2010, as point nine on its Agenda, passed the following resolution:

Nine. Authorisation for the Board of Directors, in accordance with the provisions laid down in Article 153.1.b) of the Public Limited Companies 
Act, so that, within the maximum term of five (5) years, if it considers it appropriate, it can increase the share capital to the maximum 
quantity, corresponding to 50% of the total share capital of the company, with the possibility of incomplete subscription, on the date of the 
authorisation, by issuing ordinary, preference or redeemable shares, with or without the right to vote, with or without a share premium, in one 
or more times and on the occasions and to the amount it deems appropriate, including the authority to cancel preferential subscription rights, 
where applicable, and rewriting the Transitory Article of the Articles of Association, thus cancelling the authorisation agreed by the Ordinary 
General Meeting of 26 June 2009. 
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Nine 1. Taking into consideration the current share  capital figure, to authorize the Board of Directors to increase share capital by four hundred 
sixty million eight hundred seventy-eight thousand four hundred seventy-five euros (460,878,475 Euros) within a period of five years counted 
as from this date, by means of a monetary disbursement, in a single operation or in various operations, and at the time and for the amount 
which on the board itself decides, issuing ordinary, privilege or redeemable shares, carrying or not carrying voting rights, with or without a 
share premium, without the need for further authorization by the General Meeting, and to amend the Articles of Association as required in 
view of the increase or increases of capital made by virtue of the said authorization, envisaging incomplete subscription, all in accordance with 
the provisions of article 153.1.b) of the Spanish Companies Act, derogating the authorization resolved upon by the Ordinary General Meeting 
of 26 June 2009.

Nine 2. In accordance with the provisions of Article 159.2 of the Spanish Companies Act, the Board of Directors is expressly authorized 
to exclude preferential subscription rights, either wholly or in part, in relation to all or any of the issues resolved upon by virtue of this 
authorization.

Nine 3.- As a result of the preceding resolution, to amend the Transitional Article of the Articles of Association, which would be worded as 
follows:

“Transitional Article.- Delegation of Powers to the Board of Directors.

The Company’s Board of Directors, in a resolution of the Ordinary General Shareholders’ Meeting held on 20 April 2001, has been authorized to 
increase share capital by four hundred sixty million eight hundred seventy-eight thousand  four hundred seventy-five euros (460,878,475 Euros), 
within a period of five years, by means of a monetary disbursement, in a single operation or in various operations, and at the time and for the 
amount on which the board itself decides, issuing ordinary, privilege or redeemable shares, carrying or not carrying voting rights, with or without 
a share premium, without the need for further authorization by the General Meeting, and to amend the Articles of Association as required in view 
of the increase or increases of capital made by virtue of the said authorization, envisaging incomplete subscription, all in accordance with the 
provisions of Article 153.1.b) of the Spanish Companies Act”.

Last amendment of the Transitional Article.

The said authorization was partly used up by the Company’s Board of Directors in its meeting of 17 June 2011, in a share capital increase of 
38,183,600 euros; the remaining amount for which the authorization is valid is therefore 422,694,875 euros, with the Transitional Article being 
worded as follows:

“Transitional Article - Delegation of Powers to the Board of Directors.

The Company’s Board of Directors, in a resolution of the Ordinary General Shareholders’ Meeting of 20 April 2010, which is valid 
for a period of five years as from the date on which it was  passed, was authorized to increase share capital by four hundred sixty 
million eight hundred seventy-eight thousand  four hundred seventy-five euros (460,878,475 euros); of this sum, the power granted 
was exercised by an amount of 38,183,600 euros by means of a resolution of the Board of Directors dated 17 June 2011; therefore, 
by virtue of the delegation of powers which remains valid, the Company’s Board of Directors is authorized, by the aforementioned 
resolution of the Ordinary General Meeting of Shareholders held on 20 April 2010, to increase share capital by the unexercised 
amount up to the maximum limit authorised, i.e. by four hundred twenty-two million six hundred ninety-four thousand eight hundred 
seventy-five euros (422,694,875 euros), within a period of five years counted as from 20 April 2010, by means of a monetary 
disbursement, in a single operation or in various operations, and at the time and for the amount on which the board itself decides, 
issuing ordinary, privilege or redeemable shares, carrying or not carrying voting rights, with or without a share premium, without the 
need for further authorization by the General Meeting, with the possibility of resolving where appropriate upon the total or partial 
exclusion of preferential subscription rights, and to amend the Articles of Association as required in view of the increase or increases 
of capital made by virtue of the said authorisation, envisaging incomplete subscription, all in accordance with the provisions of Article 
297.1.b) of the Capital Corporations Law.”
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Information on significant agreements entered into by the company and which come into force or are amended or terminated 
in the event of a change in the control of the company resulting from a public takeover bid, and the effects thereof, except 
when disclosure of this information could be seriously damaging to the company. This exception shall not apply when the 
company is obliged by law to make this information public (Article 61 bis 4. c. 4. of the SML).

The Industrial Operations Agreement between Repsol YPF S.A. and Gas Natural SDG, S.A., which was communicated as a relevant event 
through the National Securities Market Commission on 29 April 2005, and the Shareholders’ Agreement between Repsol YPF S.A. and 
Gas Natural SDG, S.A. in respect of Repsol-Gas Natural LNG, S.L., envisage a change in the control structure of either of the parties as 
grounds for termination. 

More than half the outstanding debt of the group is subject to a change-of-control clause, whether due to the acquisition of more than 50% 
of voting shares or to the obtaining of the right to appoint a majority of members of the Gas Natural SDG, S.A. Board; most of these clauses, 
however, are subject to additional conditions such as: a major reduction in credit rating caused by the change of control, material damage to 
the creditor, or a substantial adverse change in solvency or in capacity to perform the contract. 

Most of these clauses imply repayment of the debt in a period longer than that allowed in cases of early termination; in some cases, the 
formalization of guarantees as an alternative to reimbursement is envisaged.

Information on agreements existing between the company and its directors and senior managers or employees which 
envisage the payment of indemnities when these persons resign or are unlawfully dismissed, or when the employment 
relationship comes to an end owing to a public takeover bid (art. 61 bis 4.c.5. of the SML).

The contract with the Managing Director contains a clause envisaging an indemnity which is three times the annual compensation envisaged, 
for termination of the relationship in certain situations, and an indemnity equivalent to one year’s remuneration in respect of a one-year post-
contractual non-competition agreement.

The contracts subscribed with members of the Management Committee contain a clause establishing a minimum indemnity of two years’ 
remuneration for termination of the relationship in certain cases, and an indemnity equivalent to one year’s fixed remuneration in respect of a 
two-year post-contractual non-competition agreement.

There are also indemnification agreements with 21 Senior Managers, the terms of which entitle such Senior Managers to a minimum 
indemnity of one year’s remuneration for termination of the relationship in certain cases. Also envisaged is an indemnity equivalent to one 
year’s fixed remuneration in respect of a two-year post-contractual non-competition agreement.

Description of the main characteristics of the internal control and risk management systems in relation to the process for the 
reporting of financial information (Article 61 bis 4.h. SML).

1. The Entity’s Internal Control Environment

1.1. The bodies and/or functions which are responsible for: (I) devising and maintaining an appropriate and effective SICFR; (II) 
its implementation; and (III) its supervision.

Gas Natural Fenosa has defined its System of Internal Control over Financial Reporting (hereinafter SICFR) in the “General Standard for the 
System of Internal Control over Financial Reporting (SICFR) of Gas Natural Fenosa”. 

As part of its SICFR, Gas Natural Fenosa has defined, in the aforementioned General Standard, its model with respect to responsibilities in 
this area. This model is based on the following five areas of responsibility:
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The Board of Directors: The Board is responsible for seeing that there is an adequate and efficient SICFR in place, the supervision of which •	
is delegated to the Audit and Control Committee. 

The Board of Directors’ Regulations, in Article 5 of Section 19, stipulate that the approval of the control and risk management policy and 
periodic monitoring of internal control indicators and systems are one of the powers which is reserved exclusively for the Board.

The Audit and Control Committee: This Committee is responsible, among other matters, for the supervision of the SICFR. According to •	
Article 32 Section 2 of the Board of Directors’ Regulations, the competences of this Committee include the following:

-  Being apprised of and supervising the process of drawing up and presenting the regulated financial information, ensuring the correct 
application of the accounting principles and the inclusion within the consolidation scope of all the companies that must be included.

-  Being apprised of and supervising the effectiveness of the Company’s internal control and risk management systems, ensuring that they 
identify the various types of risk faced by the company and the measures taken to mitigate them and to address them if they materialize 
as actual damage. Discussing with the auditors any significant weakness in the internal control system detected during the audit.

-  Reviewing the information about the Company’s activities and results that is drawn up periodically in compliance with the current 
regulations on the securities market, ensuring that it is drawn up in accordance with the same accounting principles as the annual 
accounts, and ensuring that the information is transparent and accurate.

-  Adopting the measures that it considers advisable with regard to auditing, the internal financial control system and compliance with the 
legislation on providing information to the markets and on its transparency and accuracy.

The Audit and Control Committee has an Internal Audit Unit which performs a part of these functions.

Economic-Financial General Management: responsible for the design, implementation and operation of the SICFR. There is an Internal •	
Control Unit which performs this function.

Internal Audit Unit: responsible generally for supporting the Audit and Control Committee in the supervision and on-going assessment •	
of the efficacy of the Internal Control System in all areas of Gas Natural Fenosa, adopting a thorough and systematic approach in 
the monitoring and improvement of processes and for the assessment of associated operational risks and controls, including those 
corresponding to SICFR.

Business and corporate units involved in the process for the preparation of financial information. These units are responsible for executing •	
processes and for maintaining daily operational functioning, ensuring that the control activities established are implanted.

1.2. Whether the following elements exist, especially in relation to the process of presentation of financial information:

•     Departments and/or mechanisms responsible for: (i) designing and reviewing the organisational structure, (ii) clearly 
defining lines of responsibility and the assigning of tasks and functions; and (iii) ensuring that there is proper authority, with 
sufficient procedures in place for this information to be correctly transmitted within the entity.

The design and review of the organizational structure of top-level management and the defining of lines of responsibility are undertaken by 
the Board of Directors, acting through the Chief Executive Officer and the Appointments and Remuneration Committee.

To ensure that the group’s economic-financial information is adequately managed, the Economic-Financial General Management 
has developed, as part of the SICFR, a technical instruction consisting of an interrelations map (information flows) for the process of 
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preparation of financial information, which documents communications between the Economic-Financial General Management, the 
different persons responsible for processes, and those persons responsible who constitute the source or are the intended recipients of 
financial information. This is called the “Interrelations map with regard to financial information of Gas Natural Fenosa”.

There are six main areas taken into consideration by Gas Natural Fenosa when drawing up the interrelations map for the processes of 
preparation of financial information:

(I) the information necessary in order to prepare the financial information; 

(II) the persons responsible who constitute the source or are the intended recipients of financial information;

(III) the distribution of tasks among the different organizational units;

(IV) the scope of such distribution to all the group companies; 

(V) the periodicity of the transfer of information;

(VI) the information systems which are involved in the process for the preparation and presentation of financial information. 

The Gas Natural Fenosa interrelations map therefore defines clearly the processes which have an impact on the preparation of financial 
information, covering both the operational processes with a significant impact on financial information and processes linked to the 
administrative and accounting area, and the persons responsible who are involved.

•    Code of conduct, approval body, level of distribution and instruction, principles and values included (indicating any specific 
mention of the recording of transactions and preparation of financial information), and body responsible for analysing 
breaches and proposing corrective measures and penalties.

The commitments assumed by the Senior Management of Gas Natural Fenosa include its focus on ensuring that operations are performed 
in an environment of ethical professional practice. It does this by implementing mechanisms designed to prevent and detect fraud by 
employees or inappropriate practices which may result in penalties, fines or damage to the reputation of Gas Natural Fenosa, and also by 
stressing to its employees the importance of ethical values and integrity.

Gas Natural Fenosa has in place a Code of Conduct (hereinafter the Code of Ethics) which was approved by the Board of Directors in its 
meeting of 31 March 2005. Compliance with this Code is obligatory for all employees of Gas Natural SDG, S.A. and all investee companies 
whose management is controlled by Gas Natural Fenosa. The updating and amendment of the Code of Ethics are undertaken by the Gas 
Natural SDG, S.A. Board of Directors.

This Code has been amended on three occasions since its approval. The last of these amendments was effected on 19 May 2009, its 
purpose being to update the Code and incorporate in it new commitments assumed by Gas Natural Fenosa in relation to Good Governance 
and Corporate Responsibility, to incorporate best international practice in relation to ethical and social issues, and to comply with regulatory 
requirements resulting from the merger of Gas Natural Group and Unión Fenosa.

The Code of Ethics sets out the general ethical principles applicable in Gas Natural Fenosa as a whole, specifying the values to be adhered 
to in practice throughout the organization. These include: (I) the scope of application (applicability to all members of Gas Natural Fenosa); (II) 
the criteria to which conduct in Gas Natural Fenosa must adhere (declaration of the Group’s style of governance); (III) conduct guidelines (a 
declaration of the key values of Gas Natural Fenosa; (IV) acceptance of and compliance with the Code; (IV) the Committee and (V) validity.
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The general criteria governing conduct in Gas Natural Fenosa according to the Code of Ethics are integrity and professional responsibility. 
Specifically, the Code establishes a series of guidelines which relate, to a greater or lesser extent, to the reliability of financial information 
and compliance with applicable legislation, specifically:

- Respect for law (Section 4.1):

 “Gas Natural Fenosa is committed to acting at all times in accordance with applicable legislation and internationally accepted ethical 
practices, with total respect for Human Rights and public liberties (…).”

- Treatment of information and knowledge (Section 4.11):

  “All employees that enter information of any type into the group’s computer systems must ensure its rigor and reliability.

 This is of particular importance with regard to the group’s financial transactions, which must be reflected with clarity and precision in the 
corresponding records. All the Accounts, operations, income and expenditure must be correctly reflected in the records.

Gas Natural Fenosa employees will refrain from any practices that contravene the commitment to clearly and precisely reflect all the 
group’s financial transactions in the group’s Accounts.”

Gas Natural Fenosa also has an Internal Code of Conduct with regard to the Stocks Markets, which is also approved by the Company’s 
Board of Directors.

The Gas Natural Fenosa Committee was formed in July 2005, its main purpose is to promote the dissemination and application of the Code 
throughout the entire group and provide a communications channel available to all employees for any consultations and the notification of 
breaches of its rules. 

In order to ensure that the Committee is able to perform its functions objectively and independently, it is presided over by the Internal Audit 
Unit and is made up of representatives of the different Units involved in the monitoring of compliance with the Code of Ethics.

The Committee reports regularly to Senior Management and reports quarterly to the Audit and Control Committee. Its purpose is to inform 
and make recommendations, proposing corrective measures to the units responsible for solving problems which arise in the practical 
application of the Code of Ethics and acting in turn as a link between such units and employees. The penalties regime, when necessary, is 
established by the Human Resources Unit. Similarly, the Committee is able to propose – as it has done on several occasions – updates to 
be made to the content of the Code. These updates are initially approved by the Audit and Control Committee and are subsequently ratified 
by the Board of Directors.

Local Code of Ethics Committees have also been established, their purpose being to promote the dissemination and application of the Code 
in some of the countries in which Gas Natural Fenosa has a presence: namely, Argentina, Brazil, Mexico, Colombia, Panama, Nicaragua, 
Italy and Moldavia.

To promote both responsible conduct and knowledge and dissemination of the Code of Ethics, it is available in 9 languages:

- Externally: via the Gas Natural Fenosa corporate web site.

- Internally, via the Group’s “Our Energy” platform and Naturalnet.
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On-line training courses have also been developed through the Gas Natural Fenosa Corporate University. These courses are obligatory for all 
Gas Natural Fenosa employees.

Towards the end of 2010, Gas Natural Fenosa initiated, through the Committee, a campaign for the Declaration of Compliance with the Code 
of Ethics, the objective being to increase awareness of the standards of conduct which all employees are expected to adhere to, increase 
awareness of the mechanisms in place for consultation and notification purposes, and to formalize regularly the commitment to ethics and 
integrity assumed by all group employees. During the initial phase, the Declaration of Compliance has been sent out to approximately 7,400 
employees of the companies of Gas Natural Fenosa in Spain. In subsequent phases, the plan is to send out this Declaration to all other 
employees of the companies at international level. This Declaration will be required periodically.

Finally, to promote awareness of the Code of Ethics among suppliers and collaborating companies, Gas Natural Fenosa includes in the General 
Terms of Orders a clause which indicates where they can consult the Group’s Code of Ethics.

•    Whistle-blowing hotline, which allows the Audit Committee to be notified of any financial or accounting irregularities, as well 
as any breaches of the code of conduct and irregular activities in the organisation, any issues which are confidential being 
identified as such.

Professional ethics in Gas Natural Fenosa are based on integrity and professional responsibility; integrity is understood to refer to ethical 
and honest conduct based on good faith, and professional responsibility is understood to refer to pro-active, efficient actions focusing on 
excellence, quality and good service.

As is established in Article 32.2 of the Regulations of the Board of Directors and its Committees, the competences of the Audit Control 
Committee are: “Establishing and supervising a mechanism whereby staff can report, confidentially and, if appropriate, anonymously, 
any irregularities with potentially serious implications that they detect in the course of their duties, in particular financial or accounting 
irregularities.”

Similarly, the Board of Directors, in its meeting of 31 March 2006, resolved that notifications received through the procedure for the 
notification of breaches of the Gas Natural Fenosa Code of Ethics relating to fraud, auditing, or accounting and internal control flaws, are to 
be referred directly to the Audit and Control Committee.

As has been mentioned above, in July 2005, the Committee of Gas Natural Fenosa was formed as a means of enhancing internal control 
over compliance with the principles set out in the Code of Ethics. One of its main functions is to provide and oversee a communication 
channel open to all employees which can be used to receive consultations and notifications of any breaches of the Code, thus facilitating 
the resolution of conflicts related to the application of the Code of Ethics, and to report to the Governing Bodies of Gas Natural Fenosa on 
the dissemination of, and compliance with, the Code of Ethics and on the activities of the Committee itself.

This channel provides an easily accessible means of communication (by e-mail, fax, ordinary mail or internal mail) between the Committee 
and all employees of Gas Natural Fenosa for addressing matters related to the Code. It enables all group employees, suppliers and 
collaborating companies, to receive and provide information on any matter relating to the Code of Ethics. These persons may also 
contact the Committee to inform it confidentially and in good faith of any conduct which breaches the Code. This mechanism functions 
independently of the hierarchy in place in the employees’ ordinary operations.

All communications between the Committee and the employees of Gas Natural Fenosa are totally confidential, the constraints imposed 
by the Organic Law on the Protection of Personal Data (Law 15/1999 of 13 December) being duly observed. In this sense, the chairman of 
the Committee (the Internal Audit Director) is the only member who, in the first instance, is allowed access globally to all information on all 
consultations and notifications received from the group through the consultation and notification procedure. Similarly, notifications relating 
to fraud, audit matters, or flaws in accounting or internal control processes are reported directly to the Audit and Control Committee.
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These consultations and notifications are dealt and resolved by the Code of Ethics Committee.

The 2011 Corporate Responsibility Report of Gas Natural Fenosa provides more detailed information on the Code of Ethics, the activities of 
the Code of Ethics Committee, and the use of this communication channel.

•    Training programmes and regular refresher courses for personnel involved in the preparation and review of financial 
information, and the assessment of SICFR, which cover, as a minimum, accounting standards, audit, internal control and risk 
management.

To ensure that all personnel involved in the preparation and review of financial information and in the assessment of the SICFR are 
sufficiently qualified in this field and, above all, have an up-to-date understanding of it, it is essential that there should be a suitable training 
plan in place, to guarantee that the persons responsible for each area have at their disposal the knowledge required to be able to perform 
the various different functions included in the process for the preparation and review of financial information.

For this reason, Gas Natural Fenosa has a Corporate University which is responsible for the design of the training strategy and of the annual 
plan for the training of all group personnel. The Corporate University has been awarded the ISO 9001-2008 certification.

For 2011, 794,000 hours of training have been programmed; this time is distributed among the sixteen countries in which Gas Natural Fenosa is 
present.

The goals of the Corporate University are the following: (I) to ensure that there is proper management of knowledge within what is a multi-
national and multi-cultural organization; (II) to establish the organization as a reference with respect to training in the energy sector; (III) to 
ensure cultural integration within the new Group.

The training plans in place pertain to the following categories:

- Training of senior management personnel: leadership, individual training plans, skills.

- Crossover training: the knowledge required for the different business areas to be able to fulfil their function (on-going recycling).

- Specialised training: focusing on technical aspects of high value for the company.

-  School of leadership: aimed at the whole of Gas Natural Fenosa irrespective of the business area (accounting, languages, systems, 
skills).

Crossover training includes the “Ecofin School” the main objectives of which are:

-  To standardise economic-financial processes following the merger; it is aimed at professionals from the group’s economic-financial units 
as well as interested professionals from other areas.

- To update knowledge of accounting matters and international legislation.

- To update technical knowledge in the area of taxation.

- To impart knowledge on the valuation of companies, financial derivatives, and the analysis of financial statements.

Since November 2010 and throughout 2011, the course in economic-financial expertise has been held in collaboration with the Pompeu 
Fabra University. This course has been attended by 396 participants and provided 25,000 hours of training.
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+

Throughout 2011 there have also been various programmes and refresher courses aimed at staff involved in the preparation and review 
of financial information. The following table provides a breakdown of these programmes, indicating the number of employees from the 
economic-financial area who attended them and the number of hours’ training provided:

Training programmes No. of employees attending No. of hours’ training provided

Accounting 190 40

Finance 192 24

Tax 219 20

Risks 214 16

Total hours 100
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Control 
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+

In response to needs in the Internal Audit Unit, personnel from this area, in 2011, attended courses (lasting 16-21 hours) and participated in 
other training activities organized by the Institute of Internal Auditors.

2. Assessment of financial information risks

2.1. What are the main features of the process to identify risks (including the risk of misstatement or fraud), considering the 
following:

•  Whether the process exists and is documented.;

•  Whether the process covers all financial reporting objectives (existence and occurrence, completeness, measurement, 
presentation, analysis and comparability, and rights and obligations), whether it is updated, and with what frequency.

•  The existence of a process to identify the scope of consolidation, considering aspects such as the possibility of complex 
corporate structures, or special purpose vehicles or entities. 

•  Whether the process considers the impact of other risk types (operating, technological, financial, legal, reputational, 
environmental etc.) insofar as these affect the financial statements.

•  Which of the entity’s governing bodies supervises the process.

The approach adopted by Gas Natural Fenosa in the process of identification and analysis of financial information risks is reflected in the 
following diagram:
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The purpose of the financial information scope definition matrix is to identify those accounts and breakdowns for which there is a 
significant related risk, the potential impact of which on financial information is material and therefore requires particular attention. In 
this sense, in the process for the identification of significant accounts and breakdowns, consideration is given to a series of quantitative 
variables (balance of and changes in the account) and qualitative variables (complexity of transactions; changes in and complexity of 
legislation; need to use estimates or projections; the application of judgement and the qualitative importance of the information). The 
methodology to be used in producing the scope matrix is described in a technical instruction entitled “Gas Natural Fenosa financial 
information scope definition matrix”.

For each of the significant accounts/breakdowns, critical processes and subprocesses associated with the significant accounts/breakdowns 
included in the scope definition matrix have been defined, and risks which may generate errors in financial information have been identified, 
covering control objectives in respect of existence and occurrence, completeness, measurement, presentation, analysis and comparability, 
and rights and obligations, in the “Gas Natural Fenosa financial information risks matrix.”

Finally, the control activities consisting of the policies and procedures which are incorporated in all stages of the financial information 
process, and which guarantee its reliability, are set out in the “Gas Natural Fenosa financial information control activities matrix”.

The Scope definition matrix, the Risks matrix, and the Control activities matrix, are all updated annually.

Similarly, the risks Matrix identifies risks associated with the achievement of financial information objectives, consideration being given 
in this identification to the effects of other risk types (e.g.: operational, technological, financial, reputational, etc.) which form part of the 
Gas Natural Fenosa Corporate Risks Map. 

The process of identification of the scope of consolidation of Gas Natural Fenosa forms part of the critical processes identified and is 
described in a technical instruction entitled “Gas Natural Fenosa consolidated close cycle.”

In the process for the identification of risks defined by Gas Natural Fenosa in its SICFR, consideration has been given to the issue of fraud, 
which is regarded as a very relevant aspect. In this sense, the fraud risk control policy of Gas Natural Fenosa focuses on three main areas:

The prevention of fraud.•	

The detection of fraud.•	

Investigation and management of instances of fraud.•	

The defined preventative anti-fraud controls may be divided up into two categories. On the one hand, there are active controls, i.e. barriers 
to prevent or restrict access to valuable assets by persons who may attempt to commit acts of fraud. On the other hand, there are passive 
controls, the purpose of which is to stop fraud by means of deterrent measures.

The Audit and Control Committee is responsible for supervising the efficacy of the SICFR. In its performance of this function, the Audit and 
Control Committee has at its disposal the Internal Audit Unit and the External Audit unit (see section F.5).
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3. Control activities 

3.1. Procedures for the review and authorisation of financial information and the description of the SICFR to be made public 
through securities markets, indicating the persons responsible, and documentation describing activity and control flows 
(including those relating to fraud risks) for the different types of transactions that may have a material impact on the financial 
statements, including the procedure used for the accounting close and the specific review of relevant judgments, estimates, 
measurements and projections.

Gas Natural Fenosa conducts regular reviews of the financial information prepared and of the description in the SCIIF according to the 
different levels of responsibility, guaranteeing the quality of this description.

The first-level review is that performed by those responsible for the accounting close in each Gas Natural Fenosa company, who review the 
financial information prepared to ensure that it is reliable. 

The financial information of Gas Natural Fenosa is also reviewed periodically by the head of the Economic-Financial General Management, 
who identifies any possible variances. The Economic-Financial General Management reports regulated financial information to the Audit and 
Control Committee, ensuring that such information is transparent and accurate, and indicating the internal control systems and accounting 
criteria which have been applied. It also reports the main accounting procedures, judgements, estimates, measurements and processes used 
in the preparation of economic-financial information and the financial statements, the main risks and contingencies and the provisions set up 
to cover them, and the Risk Management and Control Policies and Systems in place in Gas Natural Fenosa. 

Ultimately, the Economic-Financial General Director certifies the individual and consolidated annual accounts which are presented to the 
Board of Directors for approval.

As is reflected in the “General Standard for the Systems of Internal Control over Financial Reporting (SICFR) of Gas Natural Fenosa”, the control 
activities defined by the group in its SICFR meet the fundamental objective of ensuring that the financial information of Gas Natural Fenosa gives 
a true and fair view of the group. 

The control activities defined in the SICFR include both general controls and controls in critical processes.  

While they do not allow a sufficient degree of control to be achieved over the group’s processes, general controls are mechanisms that enable 
a series of key targets to be obtained for the achievement of an effective SCIIF; in other words, they describe the policies and guidelines 
designed to protect Gas Natural Fenosa’s SCIIF for in its entirety.  

On the other hand, all the critical processes identified have been documented through the control activities matrix and the corresponding 
technical instructions which describe processes. In this sense, Gas Natural Fenosa has identified all the processes required for the preparation 
of financial information in which use has been made of significant judgements, estimates, measurements and projections, all of which are 
regarded as critical. The Audit and Control Committee is informed periodically of the main assumptions used in estimating financial information 
which depends on significant judgements, measurements and projections.

The documentation of critical processes and control activities includes the following information:

A description of the process.

A diagram indicating the flow of information in the process.•	

A map indicating the systems which interact in the process.•	

A description of the financial information risks associated with the different control processes and objectives.•	

A definition of control activities for the mitigation of risks identified and their characteristics.•	
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A description of the persons responsible for control processes and activities.•	

Similarly, the definition of control activities identifies the following control activity classifications based on the five criteria indicated:

Scope: based on the scope of control activities, they can be divided up into:•	

- General control activities

- Activities for the control of processes

Implementation: control activities are classed as implemented or not implemented.•	

Level of automation: based on the level of automation of control activities, they can be classed as either automatic or manual.•	

Nature of the activity: based on the nature of control activities, they can be classed as either preventative or detective.•	

Frequency: based on the temporal recurrence of the activity, e.g.: annual, weekly, monthly, daily, etc.•	

Lastly, the Gas Natural Fenosa SICFR defines the model for the annual internal certification of the controls identified in the critical processes 
to be carried out by the Business and corporate units involved in the process of preparation of financial information. The implementation 
and monitoring of this certification process is the responsibility of the Internal Control Unit. On the other hand, the Internal Audit Unit is 
responsible for reviewing and evaluating the conclusions regarding compliance and effectiveness which are reached through the annual 
process for the internal certification of the units responsible for controls, for the identification of weaknesses, and for plans of action.

3.2. Internal control policies and procedures for information systems (including access security, control over changes, 
implementation of changes, operating continuity and segregation of duties) which support the entity’s significant processes 
with respect to the preparation and publication of financial information.

For the critical processes relating to the preparation and presentation of the financial information of Gas Natural Fenosa which have been 
defined in the group SICFR, control activities which operate in information systems have been defined, both for those used directly in the 
preparation of financial information and those which are relevant to the process or control of the transactions reflected. 

On a general level, the Gas Natural Fenosa information systems map defines and implements a series of policies designed to guarantee the 
following aspects:

Security of access to both data and applications.•	

Control over changes in applications.•	

The correct operation of applications.•	

The availability of data and continuity of applications.•	

An adequate segregation of duties.•	
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a) Access security:

A series of measures at different levels have been defined to prevent unauthorized access to both data and applications.

The servers are housed in two main DPCs (in Barcelona and Madrid) and only authorized personnel are allowed access to these rooms. In 
addition, all entries are recorded.

Communications with these systems always take place under encrypted protocols to prevent possible unauthorized access. IDS and antivirus 
systems are included to enhance internally the control of threats of these kinds.

Finally, at application, operating system and data base level, the user-password combination is used as a preventive control. At data level, 
profiles have been defined which restrict access to data but no duties segregation matrix which ensures that functions are not incompatible 
has been developed.

b) Control over changes:

A change management methodology which establishes the precautions and validations necessary to limit the risk in this process has been 
developed and implemented.

The main areas covered include the following:

Approval by the business area•	

Performance of tests prior to production•	

Specific environments for development and testing tasks•	

Procedures for reversal•	

Segregation of duties since the development team does not have access to production.•	

c) Operation:

There is monitoring at three levels to ensure that operations are correctly executed:

All interfaces between systems are analysed to ensure correct execution.•	

At perimeter level, there are different availability indicators, to avoid cut-offs in communications.•	

Automatic validations of data entered to ensure that they conform to those expected based on nature, rank, etc.•	

There is also an internal help-desk service which final users can contact in the event of detecting any type of incident.

d) Availability and continuity:

The Company has two replicated DPCs which guarantee the availability of information systems in the event of a contingency. This 
is further supported by a DRP indicating the tasks to be performed and steps to be taken to get the systems running again in such 
cases.
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In addition, back-up copies of data are being made periodically; these are kept temporarily in a secure location. There is a specific procedure 
for the restoration of data although tests are not performed periodically.

e) Segregation of duties:

Access to Information Systems is defined based on a series of profiles which establish the functionalities to which a user should be allowed 
access. These profiles are used to restrict access by Information System users.

Similarly, Gas Natural Fenosa has developed a specific technical instruction which sets out the systems maps for critical cycles, and the 
interfaces between control systems and activities at application level which make it possible for information to be compiled fully and precisely.

3.3. Internal control policies and procedures for supervising the management of activities outsourced to third parties, as well 
as the assessment, calculation and measurement of activities entrusted to independent experts which may have a material 
impact on the financial statements.

Gas Natural Fenosa has developed a series of policies and procedures designed to supervise the management of activities outsourced to 
third parties; all these are approved at the established levels within the group and they include, most notably, the existence of a “General 
Outsourcing Standard”, a “General Supplier Quality Standard”, and the procedures which elaborate upon these standards. 

Gas Natural Fenosa sets out in its “General Outsourcing Standard” the general principles which are necessarily to be applied in all contract 
adjudications and outsourcing operations performed by the group in respect of works, goods and services, thus ensuring that the model for 
the management of the Purchasing process in Gas Natural Fenosa is both uniform and efficient. 

This Standard also establishes in general terms the responsibilities of the various Units in relation to the contracting process; these include 
the Purchases area which is responsible for establishing requirements and ensuring that there is correct approval,  where appropriate, and 
technical assessment of suppliers, and verifying the quality of the goods and services acquired, in collaboration with the business Units.

Similarly, Gas Natural Fenosa has developed, in its “General Supplier Quality Standard”, and the procedure which elaborates upon this 
standard, the basic principles to be adhered to in the process for assessing the quality of group suppliers; these principles include, most 
notably, the establishing of procedures and controls which guarantee compliance with specifications by contracted suppliers and, on the other 
hand, the need to measure the result of the supplier quality process in relation to the functioning of business processes, establishing where 
necessary the appropriate corrective measures at any stage of the process.

The Purchases area defines the indicators for the control and monitoring of the process of approval and assessment of the quality of the 
products and services acquired by Gas Natural Fenosa.

Similarly, the Business Units supervise and monitor the quality of their suppliers to determine whether they offer the required quality levels. 
When this is not the case, they send proposals for the withdrawal of approval/certification from suppliers/products/persons as a result of 
deficiencies in the delivery of the services or products in question. 

In addition, suppliers who perform activities or supply products for which approval is required, must undergo this process prior to 
commencement of their activity or supply.

Three main approval types are defined (A, B, and C). In the case of the first category (A), the supplier must meet the requirements imposed 
by Gas Natural Fenosa for the activity to be performed and hold, in respect of such activity, a currently valid ISO 9001 Company Registration 
Certificate issued by an accredited certifying body. In category B, the supplier meets the requirements imposed by Gas Natural Fenosa for the 
activity to be performed but has no certified quality management system. Category (C) is a provisional category corresponding to suppliers which 
are not compliant with aspects of the approval process but have presented a Corrective Measures Plan which has been accepted by Gas Natural 
Fenosa. Once the one-year period allowed for the implementation of this Plan has elapsed, these suppliers are categorized as appropriate.
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The main areas affecting critical financial information processes which Gas Natural Fenosa has outsourced to third parties are

Certain processes pertaining to the Systems area•	

Reading and measurement processes•	

Certain Customer Service processes•	

Logistics operator•	

Certain processes pertaining to the Cash and banks area•	

Management of Works and maintenance of the Distribution business.•	

The decision as to which of the approval categories should be required is based on quantitative or qualitative importance in relation to the service 
provided.

Gas Natural Fenosa uses the services of experts in tasks performed to support accounting measurements, judgements or calculations only when such 
experts are registered with the corresponding Professional Associations or are similarly certified, declare that they are independent, and are companies of 
acknowledged prestige in the market.

4. Information and Communication

4.1. A specific function to define and update accounting policies (the accounting policies area or department), as well as to 
resolve any queries or conflicts arising from their interpretation, ensuring that there is fluent communication with the persons 
in charge of operations within the organisation, and an updated accounting policies manual which has been communicated to 
the units through which the entity operates.

The Economic-Financial General Management, through the Accounting Planning and Control Unit, is responsible, among other functions, 
for ensuring that accounting policies applicable to the group are kept up to date; in this sense, it is responsible for the updating of the 
“Gas Natural Fenosa Accounting Plan”, which includes accounting Standards and the group’s Accounting Plan, and also for analysing any 
accounting changes which may have an impact on Gas Natural Fenosa’s financial information. 

The “Gas Natural Fenosa’ Accounting Plan” is updated annually, the last such update taking place in December 2011. As part of these updates, 
a review is made of accounting standards based on changes in the IFRS-EU rules applicable and of the group’s accounting structure, verifying 
traceability between the individual accounting plans of the group subsidiaries and the Accounting plan of Gas Natural Fenosa, which is used 
as a basis for the preparation of the various financial reports required to be submitted to external bodies, and for Management Control 
information.

Once the Accounting Plan has been updated, it is distributed to all personnel in the organization through the Gas Natural Fenosa intranet. In 
addition, once the updated accounting plan has been published on the intranet, an on-line alert is sent to users who access the intranet, thus 
informing all personnel of the update.

On the other hand, the Accounting Planning and Control Unit is responsible for analysing the EU-IFRS regulations that might have a significant 
impact on financial statements and for reporting to the Gas Natural Fenosa management affected by any such regulatory changes. It is 
also entrusted with the task of resolving questions regarding the account entry of specific transactions that may be considered by those 
responsible for Gas Natural Fenosa financial reporting.
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4.2. Mechanisms for gathering and preparing financial information using standard formats, which are applied and used by all 
the entity/group units and which support the main financial statements and the notes thereto, as well as the information on 
SICFR indicated.

The integral economic-financial management model of Gas Natural Fenosa ensures that there is uniformity in administrative and accounting 
processes by centralizing accounting and economic administration in Shared Services Centres (SSCs) and through the use of SAP as a 
support system in most of the group companies. Those companies which do not use SAP are under the obligation to adhere to certain 
standards established by the group in order to ensure that there is uniformity in these processes.

The main characteristics of this model are described below: 

there is one single model for all countries and all business activities;•	

it incorporates the legal, tax, commercial law and regulatory requirements of each of the countries;•	

it incorporates internal control requirements;•	

it serves as basis for the obtaining of the information which is presented to Senior Management and official bodies;•	

It is based on a particular organizational model and economic-financial processes and computer systems which are the same for all •	
countries and business activities.

The IFRS-EU financial statements for each country are obtained directly through the local account-group account assignation and the 
registering of IFRS-EU adjustments in the SAP application itself.

As part of the Group’s SICFR, an interrelations map for the process of preparation of the financial information of Gas Natural Fenosa has 
been defined. This map indicates, among other aspects, the information systems which are involved in the process for the preparation and 
presentation of financial information, from the points of view of both the individual accounting close and the consolidated accounting close.

The EC-CS application is used in the process of preparation of the financial information - and breakdowns thereof - of Gas Natural Fenosa; this 
is a SAP tool for the management of the consolidation process. The SAP SEM application is also used to provide support in the preparation of 
consolidation reports. 

Information is loaded into this consolidation system directly and automatically, once accounts for the month have been closed.

These two tools help in the management of the consolidation process, in tasks such as:

the standardisation of information•	

the validation of information.•	

Similarly, Gas Natural Fenosa has local accounting plans in place to ensure compliance with the accounting, tax, commercial law and 
regulatory requirements established in the different legislations of the countries in which it is present. These local accounting plans come 
together in a unified and standardized group accounting plan for consolidation purposes and for the reporting of financial information. 

On the other hand, all SICFR documentation is compiled and documented by a corporate application which is managed by the Internal 
Control unit.
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5. Supervision of functioning of the SICFR

5.1. The activities performed for the supervision of the SICFR which are undertaken by the Audit Committee, and whether the 
entity has an internal audit function whose competences include supporting the committee in its supervision of the internal 
control system, including the SICFR. Similarly, report as to the scope of the SICFR assessment performed during the year 
and the procedure whereby the person responsible for this assessment reports his/her results, whether the entity has an 
action plan which details possible corrective measures to be taken, and whether the impact on financial information has been 
considered.

The functions of the Audit and Control Committee are set out in Article 32 section 2 of the Regulations of the Board of Directors and its Committees; 
its competences include the following:   

Being apprised of and supervising the process of drawing up the regulated financial information, ensuring the correct application of the •	
accounting principles and the inclusion within the consolidation scope of all the companies that must be included.

Being apprised of and supervising the effectiveness of the Company’s internal control and risk management systems, ensuring that •	
they identify the various types of risk faced by the company and the measures taken to mitigate them and to address them if they 
materialise as actual damage. Discussing with the auditors any significant weaknesses in the internal control system detected during 
the audit.

Reviewing the information about the Company’s activities and results that is drawn up periodically in compliance with the current •	
regulations on the securities market, ensuring that it is drawn up in accordance with the same accounting principles as the annual 
accounts, and ensuring that the information is transparent and accurate. 

Informing the General Meeting of Shareholders on the questions raised by shareholders which fall within its scope of authority.•	

Making proposals to the Board of Directors, for submission to the Shareholders’ Meeting, regarding the appointment of the external •	
auditors as referred to in article 264 of the Capital Corporations Law.

Making recommendations to the Board for the selection, appointment, reappointment and removal of the external auditor, and the terms •	
and conditions of such auditor’s engagement.

Liaising with the external auditors in order to receive information about matters that might jeopardise their independence and any other •	
matters related to the audit process as well as other communications envisaged in the audit legislation and technical audit standards.

Issuing a statement on the independence of the auditors each year prior to the issuance of the auditors’ report. •	

Supervising the internal audit units, ensuring their independence and proposing the appointment, reappointment and removal •	
of the head of internal audit. To that end, the head of internal audit must present an annual work programme to the Committee, 
inform it directly of any incidents arising during the programme’s implementation, and submit a report on activities at the end of 
each year.

Overseeing the annual audit process.•	

Liaising between the Board of Directors and the external auditors, and assessing the results of each audit. At all events, it must receive •	
annually from the company’s auditors written confirmation of their independence with respect to the company and to entities directly 
or indirectly related to the company, as well as information on any additional services provided to those entities by the auditors or by 
persons or entities related to the auditors, as provided for in the Audit Law.
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Adopting the measures that it considers advisable with regard to auditing, the internal financial control system and compliance with the •	
legislation on providing information to the markets and on its transparency and accuracy. 

The Audit and Control Committee, for the performance of its functions, has at its disposal the information and documentation provided by the 
Internal Audit and Economic-Financial Units.

The Internal Audit function has been established in Gas Natural Fenosa as an independent and objective valuation activity; for this reason, the 
Internal Audit Area reports in turn to the Audit and Control Committee and to the Chairman and Managing Director of Gas Natural SDG, S.A.

The Strategic Processes Audit Plan (with a 5-year time horizon) and the Annual Internal Audit Plans are designed to guarantee the supervision 
and on-going assessment of the efficacy of the Internal Control System (including SICFR) in all areas of Gas Natural Fenosa, adopting a 
rigorous and systematic approach in the monitoring and improvement of processes and for the assessment of associated operational risks 
and controls. All this is aimed at achieving the Strategic Objectives of Gas Natural Fenosa and at assisting the Audit and Control Committee 
and Top-level Group Management in compliance with their management, control and corporate governance functions.

In drawing up the Strategic Processes Audit Plan and the Annual Internal Audit Plans, consideration is given primarily to the Group’s Strategic 
Plan, the risk areas included in the Corporate Risks Map of Gas Natural Fenosa, the SICFR scope matrix, the assessment of operational risks 
corresponding to each of the Processes (Operational Risks Maps), the results of audits performed in prior years and proposals made by the 
Audit and Control Committee and Top-level Management.

The Internal Audit Area has established a methodology for the measurement of operational risks based on the Conceptual Framework of the 
COSO Report, and taking as its starting point the risk types defined in the Gas Natural Fenosa Corporate Risks Map.

Under this methodology, operational risks associated with processes are prioritised based on an assessment of their incidence, relative 
importance and level of control. Based on the results obtained from this assessment, a plan of action is designed which is geared towards 
the implementation of corrective measures which make it possible to mitigate the residual risks identified which have a potential impact that 
exceeds the established tolerable or accepted risk. 

The internal audit function is developed in turn in accordance with the International Standards for the Practice of Internal Auditing; it has 
internal auditors who have obtained or are in the process of obtaining the Certified Internal Auditor (CIA) qualification which is awarded for 
excellence in the provision of internal audit services.

In performing its activity, the Internal Audit Area verifies on a recurrent basis compliance with all policies, standards and controls of processes 
established in the SICFR with a view to overseeing their proper functioning and preventing and identifying incidents of fraud, corruption 
or bribery. For this, all the work programmes for the review of each of the Processes of Gas Natural Fenosa include a specific section for 
verification of the correct design and functioning of these policies, standards and controls. According to the Strategic Processes Audit Plan, 
the SICFR is to be fully supervised by Internal Audit for a period of 5 years.

Specifically, and in relation of the System of Internal Control over Financial Reporting (SICFR), the Internal Audit Area is responsible for 
supervising:

The correct design of the SICFR and compliance with regulatory requirements •	

The adequacy of the control policies and procedures implemented•	

The adequacy of the definition of the scope of consolidation•	

The correct application of accounting standards.•	
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The main processes reviewed by the Internal Audit Area during 2011 were those relating to:

Business processes:•	

- Gas distribution: the construction of distribution networks, start-up, reading and measurement, on-site calls and emergencies.

- Electricity distribution: development of medium and low voltage, development of high voltage, cut-off and reconnection operations.

- Wholesale and retail trade: industrial default management, capture and contracting.

- Generation: generation billing and collections cycles, operation and maintenance of generation assets, monitoring of assets. 

- Prospecting and production: Angola and Casablanca-Montanazo joint ventures.

- Energy management: gas balance sheet, electricity balance sheet, energy trading.

- Supplies: technical management of gasoducts.

Support processes:•	

- Customer service: retail and wholesale collections, default management.

-  Management of information systems: customer care, management of evolutive maintenance, migration of wholesale commercial 
systems and management of operations.

-  Management of financial and physical resources: management of purchases and contracting of services, accounting, juridical/legal 
management. 

- Management of human resources: management of processes and human resources service.

47% of the processes reviewed correspond to Spain; the remaining 53% are of international scope.

The above process controls relating to Financial Information were reviewed in accordance with the work methodology described above.

5.2. Whether there is a discussion process whereby the auditor (in accordance with the technical standards governing the 
audit field), the internal audit function and other experts can inform senior management and the Audit Committee or the 
entity’s directors of significant internal control weaknesses detected during the processes for the review of the annual 
accounts, or any other processes entrusted to them. Also, report as to whether there is an action plan to correct or mitigate 
risks identified.

As is established in Article 6.4 of the Regulations of the Board of Directors and its Committees:

“The Board of Directors will maintain a direct relationship with the top-level management of the Company and with its Auditors. The objective, 
professional and continuous nature of this relationship must provide the utmost respect for the Auditors’ independence.”

Similarly, Article 9 of these Regulations stipulates as follows:

“The Board shall meet once every two months and, on the Chairman’s initiative, as many times as he/she considers it appropriate for the 
smooth running of the company. The Ordinary Board sessions shall deal with general matters related to group operation, economic results, 
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the balance sheet, cash flow status and its comparison with the approved budget, matters mentioned in Article 5, where applicable, and, in 
any case, the points included on the agenda prepared in accordance with the provisions of these regulations. These regular meetings shall 
also be occasion for the Board to receive specific information regarding achievements and the most significant operational problems, and 
foreseeable situations that may be critical for company affairs and the actions that management may propose in order to deal with them, as 
the case may be [...]”.

In this sense, the Members of the Board of Directors, to obtain the information necessary for the performance of their functions, have at their 
disposal the Executive Committee, whose specific area of competence is the on-going monitoring of the top-level management of the Group, 
and the Audit and Control Committee, whose functions include knowledge and supervision of the process for the preparation of regulated 
financial information, and the efficacy of the internal control system.

The area of competence of the Executive Committee is the on-going monitoring of the top-level management of the Company, as well as any 
other function corresponding to it pursuant to the Articles of Association or the Regulations of the Board of Directors and its Committees, or 
which may be assigned to it by the Board of Directors. Ordinary meetings of this Committee are to be held at least once a month

According to the Company’s Articles of Association and the Regulations of the Board of Directors and its Committees, the Audit and Control 
Committee is to be made up of a minimum of three and a maximum of five Directors, appointed by the Board of Directors from among the 
External Directors, with consideration being given to their knowledge and experience in the fields of accounting, audit and risks management. 
The members of this Committee shall cease to hold office as such when they cease to hold office as Board Members, when a resolution 
to this effect is passed by the Board of Directors, or when a period of three years has elapsed as from their appointment; they may be re-
elected. At least one of the Committee members must be an Independent Director. At 31 December 2011, the Committee is made up of 
three Directors, two of which are dominical, the other being independent. The Committee is chaired, in turn, by the independent director.

The Chairman of the Committee is to be elected by the Board of Directors. The Chairman shall not have a casting voting and shall be required 
to be replaced in accordance with the provisions of the Articles of Association (Article 51 bis) and the Law. He/she may be re-elected once 
one year has elapsed as from the date on which he/she ceased to hold office. The Secretary of the Committee shall be the person who is 
Secretary of the Board of Directors. 

The Commission is to meet, having been duly convened by its Chairman, whenever necessary for the issue of the reports falling within the 
scope of its competence or whenever a meeting is deemed advisable by its Chairman or is requested by two of its members; it is to meet at 
least four times a year. The Committee may invite to its meetings any senior manager or employee whose presence it considers advisable. 

The functions and activities performed by the Audit and Control Committee of Gas Natural SDG, S.A. meet the legal requirements established 
by Law 12/2010 which amends Law 19/1988 of 12 July on the Auditing of Accounts, Law 24/1988 of 28 July on the Securities Market and the 
revised text of the Companies Law approved by Royal Legislative Decree 1564/1989 of 22 December, and Royal Legislative Decree 1/2010 of 
2 July in which approval is given to the revised text of the Capital Corporations Law.

Similarly, the Committee’s functions and activities are concordant with the good corporate government recommendations established by 
current legislation and by the Unified Code of Good Governance for Listed Companies, dated 19 May 2006 and which was approved on 22 
May 2006 and published by the National Securities Market Commission (the Conthe Code). 

The scope of the work performed by the Audit and Control Committee extends to:

Gas Natural SDG, S.A.•	

Companies in which Gas Natural SDG, S.A. has a majority shareholding.•	

Other entities and investee companies over which Gas Natural SDG, S.A. has – by any means – effective control or responsibility for their •	
management or operation.
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Between 1 January 2011 and 27 January 2012 (the date on which the Consolidated and Individual Annual Accounts of Gas Natural Fenosa for 
the 2011 financial period were drawn up), 6 meetings of the Audit and Control Committee have been held, the attendance rate being 94%.

The Internal Audit Unit reports to the Audit and Control Committee on a recurrent basis, informing it of the steps taken to ensure that 
Gas Natural Fenosa adheres to all policies, standards and process controls established by the group’s top-level Management. It also presents:  

The Annual Internal Audit Plan for approval by the Committee.•	

The extent to which such plan has been executed, and the main conclusions and recommendations included in the Internal Audit •	
Reports.

An assessment of the efficacy of the Control System and assessment of operational and Internal Control risks affecting  •	
Gas Natural Fenosa (including those corresponding to SICFR); this includes the corresponding Plans of Action to improve the level of 
internal control.

The extent to which the units audited have implemented the corrective measures referred to in the Audit Reports, especially those •	
measures proposed by the Audit and Control Committee.

Similarly, the Economic-Financial General Management reports regulated accounting or financial information to the Audit and Control 
Committee, verifying the transparency and accuracy of such information and indicating the internal control systems and accounting standards 
applied. It also reports on the main accounting procedures and processes used in the preparation of economic-financial information and the 
financial statements, on the main risks and contingencies and their coverage by provisions, and on Risk Management and Control Policies 
and Systems in Gas Natural Fenosa, and on relevant matters relating to the preparation, definition and conclusions of the Gas Natural Fenosa 
Corporate Risks Map.

Finally, the external auditor communicates to the Audit and Control Committee the internal control weaknesses detected during the performance 
of the audit. In addition, the external auditors report the main conclusions reached in the review of internal control, on the evaluation of risks and 
on plans of action.

6. Other relevant information

As is mentioned in section F.3.1. above, the execution of an annual internal certification process - whereby the  business and corporate Units 
involved in the process of preparation of financial information guarantee that their processes involve the controls identified and that such 
controls are valid and adequate – has been defined as part of the model for the evaluation of the System of Internal Control over Financial 
Reporting of Gas Natural Fenosa.  These Units also report to the Internal Control Unit any weaknesses and/or deficiencies which they have 
detected, and any changes made to their processes, so that it can be decided whether such changes imply the need to develop new controls 
or to modify existing controls.

During 2011, Gas Natural Fenosa has executed the first of these annual internal certification procedures, as a result of which changes have been 
identified in a limited number of processes. It is to be noted that these changes have not required the modification of the previously-identified 
control activities. For this reason, the risks associated with the preparation and reporting of financial information in the critical processes affected 
are considered covered. The main figures relating to this process are reflected in the following table:

Spain International Total

Business or corporate units 79 72 151

Processes identified 54 88 142

Controls certified 968 2,117 3,085
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Similarly, 139 plans of action have been drawn up in respect of weaknesses detected in control evidence; 34 of these correspond to Spain. In 
any event, the sub-processes affected by these plans of action do not have a significant effect on the quality of financial information. 

7. External audit report 

7.1. Whether the SICFR information submitted to the markets has been reviewed by the external auditor, in which case the 
entity should include the corresponding report as an Appendix. If not, the reason for this should be reported.

Gas Natural Fenosa has considered it appropriate to ask the External Auditor to issue a report on information related to the System of 
Internal Control over Financial Reporting (SICFR).

Barcelona, 27 January 2012 
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