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REN HAS BEEN PERFECTING A FORMULA
FOR SUCCESS THAT HAS ENSURED
US A PLACE AMONG THE BEST IN THE
SECTOR AROUND THE WORLD.

A formula ingrained in our DNA, which combines an increasingly
international vision with the talent of our team of professionals and
a continued emphasis on innovation and technology, without ever

forgetting the community and the environment, which we strive

to support and protect. Our dedication perfectly complements
our competence and 20 years of experience to ensure success
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EMILIO RUI VILAR
Chairman of the Board of Directors

REN REDES ENERGETICAS NACIONAIS

The improvement in the
Company’s financial structure was
recognized in June 2014, with the
awarding of an ‘investment grade’
rating by Moody’s

ng shace MJIM‘ , in 2014, the Portuguese economy was

marked by the end of the Economic and
Financial Assistance Programme and the appearance of signs of an upturn.
GDP grew by 0.9% and the effort to consolidate public finances continued.
The deficit stood at 4% but public debt reached 128.7% of GDP. A fall was also
seen in unemployment figures for 2014 (from 15.4% to 13.9%). Despite these
signs, power consumption continued to drop: -0.7% with regard to electricity
and -5.4% for natural gas. This situation most likely contributed to a pro-cyclical
stance by authorities in relation to investment in the sector.

On a broader level in the European Union, at the European Council on 23 and
24 October 2014 an important step was taken in the building of the European
energy market and defence of European energy security.
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Member States (ME) agreed to strengthen interconnection capacity between
countries, establishing a minimum 10% before 2020, as a key stage in achieving
the 15% planned for 2030. Also considered as an urgent matter was the development
of the projects on the already approved list of ‘Projects of Common Interest (PCls)’
and new priority projects will be added if those on the list prove to be insufficient
to reach the 10%.

With regard to energy security, priority was given to the gas platform in the south
of Europe, through the PCI projects in this sector. This platform is seen as essential
to ensuring European Union supply and for diversifying gas routes and suppliers.

At the start of 2015, a joint document was signed in Brussels in which the electricity
network management companies of Portugal, Spain and France, REN, REE and
RTE respectively, agreed on a common strategy for interconnecting the Iberian
Peninsula with the centre of Europe.

For REN, the year started with the unexpected resignation of the Chairman
and CEO, Rui Cartaxo, less than one year from the end of his term in office.

| took on the responsibility of ensuring transition. Transition periods, even when
actively undertaken as was my approach, are always either too short or too long.
Too short for significant strategic and structural changes; too long for the efficient
management of expectations. | sought never to delay any decision which had to be
made or preclude any options with deeper considerations requiring a more long-term
perspective. It was also possible to prepare an agreement with the main shareholders
on a new governance model for the Company and recruit a new CEO, Rodrigo Costa.
Co-opted as a Director in December, he took up duties at the start of February 2015.
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My first task was to conclude the privatization process with the sale of the shares
(11%) still held by the State through Parpublica and the Caixa Geral de Depdsitos.
Performance had been penalized by its limited liquidity, largely as a result of the
shares’ low free-float. This difficulty was significantly attenuated with sales to
international investors and the average daily volume of negotiated shares more
than tripled. Another aspect, which was no less relevant, was the finalizing of the
institutional framework. Full separation of functions now exists between the
grantor (the Portuguese State) and the concession holder (REN), now wholly
owned by private shareholders.

Also of note on an institutional level was the progress made in the REN certification
process as a TSO, in accordance with European Union and Portuguese law, with
the publication on 4 September 2014 of the decision by the Energy Services
Regulatory Authority (ERSE). Certification continued to be subject to a series
of conditions, some of which have already been resolved, while others will be
deliberated at the Company’s General Meeting.

Strict compliance with concession obligations continued to be an overriding
concern in our approach. Once again we sought to maintain high standards of
quality at the best price for services provided to producers, distributors and

suppliers. Other priority aims included efficient management of systems on

a national level and in our interaction with outside markets, more specifically
the Iberian market.

In 2014, we registered our second best performance ever in quality of service
for electricity, with an Equivalent Interruption Time (EIT) of 1.2 seconds.

Also of note was the inauguration, during the first semester, of the Tavira electrical
connection to Andalusia in Spain. This is an important contribution to the integration
of the lberian electricity market benefiting customers in both countries.

The improvement in the Company’s financial structure was recognized in June 2014,
with the awarding of an ‘investment grade’ rating by Moody’s. REN already had
an identical rating from Fitch, in effect since January 2013, but this new rating
contributed to a more favourable climate among our creditors and opened the
doors for future issues of debt securities at significantly lower costs.

A decision proving to be relevant with regard to infrastructure was the signing
of the contract for the partial transfer of the natural gas storage concession held
by Galp. At the moment, the only remaining step is government authorization,
as favourable opinions have already been issued by the Competition Authority
and ERSE. With this deal, REN’s role in the natural gas value chain will be fully
defined, with the Company becoming the only player in this regulated area and
national storage infrastructures will be provided for all agents under identical

conditions.

In December, ERSE approved the tariff regulation for 2015-2017. The new regulatory
framework largely reflects the previous framework but salient changes include
the shrinking of some incentives and the drastic reduction in the rate of return

- as a result of the evolution in sovereign interest rates - demanding challenges
to increase efficiency and reduce costs without affecting the quality of service
provided by REN. As the reduction in financial costs is not processed in the same
time frame, the impact on the return of regulated assets inevitably leads to a
drop in revenue. This effect, partly predictable, together with the also expected
more restrictive policy on new investment in Portugal, reinforces the need

to find new sources of generating income by geographically diversifying REN'’s
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business. This will be achieved by taking full advantage of our recognized technical
capabilities and know-how. As such, we have strengthened our ability to track
down and assess new business opportunities, both with regard to investment as
well as provision of services.

At the start of 2015, we concluded the negotiations for a new Collective Labour
Agreement (ACT) which was signed by all the unions representing REN workers.
The previous ACT, which covered only a part of Company employees, ended in
2012 and as differing legislation and other divergent factors existed, a search
was undertaken for a solution which would lead to equality and a strengthening
of identity and the feeling of belonging to REN. The new ACT also contributes
to a more suitable adjustment to Group needs in the management of human
resources and work organization.

The 2014 Budget Law approved an Extraordinary Contribution on the Energy
Sector (CESE) which meant that three companies in the REN Group - REN-Rede
Eléctrica Nacional, REN Gasodutos and REN Armazenagem - were subject to this
contribution.

Given the well-founded questions about this law and aware of the significant
impact which CESE would have on Group results, a in-depth evaluation process
was started on the legality of this measure.

As this process has not as yet been concluded, REN decided to notify the Portuguese
Securities Market Commission that it would not be paying this contribution.

In 2015, further to the notification sent by the tax authorities, REN paid the CESE
and informed that, given the well-founded questions on legality, the Company
would be submitting a legal challenge.

The cumulative negative effect of the new regulatory framework for electricity
and the CESE (since renewed for this year through the 2015 Budget Law) will
impact considerably on REN profits. This is a situation which substantially alters
the assumptions on which REN investors based their decisions and is contrary
to their legitimate expectations with regard to how the public sector would act.

This is a further challenge which management will have to face in 2015 and

reinforces the reasons behind our relentless search for gains in operating and
financial efficiency and the diversification of REN business into other countries.

Tl A ~ L,
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2.1 BRIEF DESCRIPTION OF COMPANY
PROFILE BUSINESS

A REN’s core business consists of the management
of energy transmission systems and we are present
in the electricity and natural gas markets

One of the few operators in Europe with this characteristic:

* Electricity - the transmission of very high voltage (VHV) and the overall technical
management of the national electricity system through REN - Rede Eléctrica, S.A.,
a company wholly owned by REN and the public service concession holder.

REN’S BUILDING The concession is for a period of 50 years and started in 2007; and
Bucelas

*

A REN’s core business consists of the
management of energy transmission
systems and we are present in the
electricity and natural gas markets:
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* Natural gas - the high pressure (HP) transmission and the overall technical
management of the national natural gas system, the reception, storage and
regasification of liquefied natural gas and the underground storage of gas, REN
Gasodutos, S.A., REN Atlantico - Terminal de GNL, S.A. and REN Armazenagem,
S.A. (respectively), companies from the REN Group, have been public service
concession holders since 2006, and the licence is for a period of 40 years.

Through REN Trading, S.A., REN manages the energy to be acquired from two
electrical power plants, as part of energy acquisition contracts which were not
subject to early termination.

Since 2002, REN has also been present in the telecommunications sector
through RENTELECOM - Comunicacdes, S.A., established with the aim of using
the surplus capacity of the safety telecommunications networks which are vital
to electricity and natural gas transmission.

In October 2010, the Portuguese state awarded ENONDAS, Energia das Ondas, S.A,,
a company wholly owned by REN, a concession for wave energy production in
a pilot area to the north of Sdo Pedro de Moel. The concession has been granted
for a period of 45 years and includes authorization to build the infrastructures
required to connect to the public power grid.

Group business functions are conducted by REN Servicos S.A. (REN Servicos).
More specifically, this includes support for the concession holders and back-office
services. In addition to this support work, REN Servicos also operates as a
commercial extension of REN, providing consultancy and/or engineering
services to third parties within the energy sector.
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2.2 Board of the General Meeting'

CORPORATE Pedro Maia, pres/o/e.m‘
BODIES AND o Ryt proomaent
MANAG EM ENT Rodrigo Costa®, member

Joéo Faria Conceicdo, member
(311220]4) Gongalo Morais Soares, member

Guangchao Zhu4, vice-president

Mengrong Cheng, member

Longhua Jiang®, member

Hilal Al Kharusi, member

Manuel Champalimaud®, member

José Folgado Blanco’, member®

Francisco Joao Oliveira®, member

José Luis Arnaut, member

José Luis Alvim, member

José Frederico Jordéo, member

Anibal Durdes dos Santos®, member

Executive Committee
Emilio Rui Vilar'®, president
Rodrigo Costa', president

Joédo Faria Conceicdo, member
Gongcalo Morais Soares, member

Audit Committee

José Luis Alvim Marinho, president
José Frederico Jordé&o, member
Anibal Duraes dos Santos, member

Statutory Auditor
Deloitte & Associados, SROC, S.A., effective
Carlos Luis Oliveira de Melo Lourenco, ROC, substitute

Company Secretary
Pedro Cabral Nunes, effective
Mafalda Rebelo de Sousa, substitute

The Remunerations Committee
Paulo Pimenta, president

Manuel Lancastre, member

Fernando Neves de Almeida, member

'The vice-president of the Board of the General Meeting, Duarte Vieira Pestana de Vasconcelos resigned from this position on 29 May 2014.

2 Resigned from the position of President of the REN Executive Committee on 17 December 2014, effective as of 31 January 2015, retaining duties as President of the
REN Board of Directors.

? Started position as of 17 December 2014, further to the co-opting undertaken at the Board Meeting held on that date, subject to ratification at the next REN General
Shareholders’ Meeting. Bearing in mind that Emilio Rui Vilar resigned as President of the REN Executive Committee on 17 December 2014, effective as of 31 January
2015, the Board of Directors decided on the same date to appoint Rodrigo Costa as President of the Executive Committee, effective as of 1 February 2015.

“Representing State Grid International Development Limited

SBecame a member of the Board of Directors as of 17 December 2014, further to the co-opting undertaken at the Board Meeting held on that date, subject to
ratification at the next REN General Shareholders’ Meeting.

¢ Appointed by Gestmin, SGPS, S.A. on 6 May 2013.

7 Appointed by Red Eléctrica Corporacion, S.A. on 26 June 2012, having, however, resigned the position on 31 December 2014. This resignation was submitted
on 21 January 2015 jointly with the resignation submitted by Red Eléctrica Corporacion, S.A.

& Appointed by Oliren, SGPS, S.A. on 8 May 2014, further to the co-opting by this company to exercise the position of member of the Board of Directors in their own
name, subject to ratification at the next REN General Shareholders’ Meeting.

°The REN General Meeting of 3 April 2014 appointed Parpublica - Participagdes Publicas (SGPS), S.A., as a member of the Audit Committee, and this company put
forward Anibal Durdes dos Santos to exercise the position in his own name.

0 Resigned as President of the REN Executive Committee on 17 December 2014, effective as of 31 January 2015. The Board of Directors decided on the same date
to appoint Rodrigo Costa as President of the Executive Committee, effective as of 1 February 2015.

"Description under ‘Corporate Bodies’
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COMPANY GOVERNANCE, GENERAL MANAGERS
AND MANAGERS

Corporate Governance
Board of Directors™
Executive Committee”
Company Secretary"

Audit Committee™

Internal Audit: Gil Vicente Marcelino
CTO and General Managers:
Haibin Wan (CTO)

Maria José Clara

Jorge Borrego

Victor Baptista

Concession Support Services
European Energy Agenda: Jamila Madeira
Operational Services: Isabel Figueira
Studies and Regulation: Pedro Furtado

Support Duties

Accounts: Brigida Palma

Buildings and General Services: Jodo Botelho

Business Development: Hugo Domingos

Communication and Sustainability: Margarida Ferreirinha
Financial Management: Nuno Roséario

Human Resources: Elsa Carvalho

Information Systems: Tiago Azevedo

Investor Relations: Ana Fernandes

Legal Services: Elvira Borges

Electricity Unit

Investment: Nuno Ribeiro

Operation: Albertino Meneses

Planning and Engineering: Jodo Afonso
System Management: Albino Marques

UN Gas Natural

Asset Planning and Management: Rui Marmota
Investment and Operation: Luis Ferreira

LNG Terminal: Paulo Mestre

System Management: Rui Marmota

Other Business

Enondas: Tiago Andrade e Sousa
1&D: Nuno Souza e Silva

REN Trading: Nelson Cardoso
RENTELECOM: Rui Franco

13
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2.3
SHAREHOLDER
STRUCTURE
(3112.2014)

REN
AT A GLANCE

SHAREHOLDER STRUCTURE

4,9%

FIDELIDADE - COMPANHIA
DE SEGUROS, S.A.

5,0%

EDP GROUP

30,6%

FREE FLOAT

15,0%

OMAN OIL

0,7%

ACOES PROPRIAS

5,0%

RED ELECTRICA
CORPORACION, S.A.

5,0%

OLIREN, SGPS, S.A.

25,0%

STATE GRID OF CHINA

9% o9y

EGF - GCF, S.A.
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/1ST SEMESTER

¥

FITCH AND SANDP
IMPROVED THE REN
RATING OUTLOOK

The Fitch ratings agency changed the
REN outlook from negative to stable and
maintained the rating at BBB, two levels
above that of the Portuguese Republic.

The Standard & Poor’s ratings agency
changed the REN outlook from negative
to stable and maintained the rating

at BB+/B, one level above that of the
Portuguese Republic.

REN GENERAL MEETING

At the General Meeting held on 3 April, Emilio Rui Vilar was elected President of the
Board of Directors and President of the Executive Committee, to complete the term
of office underway (2012-2014), replacing Rui Manuel Janes Cartaxo who resigned

from the abovementioned positions.

At the same General Meeting, a new member of the Board of Directors was elected,
Luis Amado. Also elected to the Audit Committee was the member of the Board of

Directors Anibal Santos.

REN signed financing contract with Bank of China for 200 million euros, with maturity
of five years. This agreement is to finance general company activity while also
diversifying the base of financiers to locations outside Europe.

JAN
JUL

APR

AUG

SEP

2%

R

R

ACQUISITION OF
2 UNDERGROUND
STORAGE OF
NATURAL GAS

Moody’s raised the REN rating to
‘Investment Grade Baa3’, with a stable
outlook, further to the increase in the
rating of the Portuguese Republic from
Ba2 to Bal.

REN agrees the partial transfer of

the natural gas underground storage
concession from Galp Energia, including
the transmission of the two existing
caverns, the rights to construct two
new caverns and other entitlements and
obligations associated to these assets.

2ND SEMESTER

MOST SOCIALLY OR
ENVIRONMENTALLY
RESPONSIBLE
COMPANY OF THE
YEAR

REN won the category of ‘Most Socially
or Environmentally Responsible
Company of the Year’, at the Best Biz
Awards 2014.

CERTIFICATION
AS OPERATORS
OF THE RNT AND
RNTGN

REN was elected to represent Portugal in
the category of Environmental & Corporate
Sustainability at the European Business
Awards 2014/15.

ERSE issued a decision on the certification
of REN - Rede Eléctrica Nacional and REN
- Gasodutos as operators of the RNT and
the RNTGN, respectively, in full ownership
unbundling, through compliance with a
series of certification conditions, within

a stated deadline, aimed at ensuring the
independence of those operators.
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MILESTONES IN 2014

NEW COMPOSITION
OF THE BOARD
OF DIRECTORS

The company EGF - Gestdo e Consultoria
Financeira, S.A. and Filipe de Botton
(put forward by EGF for appointment to
the position in his own name) resigned
as member of the Board of Directors.
On 8 May 2014, the Board of Directors
decided to replace them, through co-
opting by the company OLIREN, SGPS,
S.A., which put forward Francisco Jodo
Oliveira for appointment to the position
in his own name.

Moody’s placed REN’s Bal rating on
review for possible upgrade.

2ND STAGE OF REN PRIVATISATION
CONCLUDED SUCCESSFULLY

The 2nd stage of REN privatisation was concluded with the sale of the 11% of capital
still held by the Portuguese State through the companies Parpublica and CGD.

The operation, which was conducted through a Public Offering on the national market
and a direct institutional sale for qualified national and international investors, allowed
an increase of the company’s free-float to around 30%

The Energy Research Centre, R&D Nester signed partnership agreements with
the National Laboratory of Energy and Geology (LNEG) and the Association of
Renewable Energies (APREN) which will bring about technical, scientific, and
institutional synergies in energy sector projects, particularly in the optimising and
integration of renewable energies into the electricity network.

REN won the award for ‘Best Innovation’ at this year’s ITOMS edition, an international
consortium which compares best practices and identifies the most sustainable
processes for this industry. ITOMS brings together utilities from all over the world and
this year more than 27 countries met in Prague in the Czech Republic.

4

.
MAY

OCT | NOV

JUN
DEC

Q 4

4

AWARDS
WON

REN won the Silver Award at the Galaxy
Awards 2014 in the category of ‘Online
Annual Report’.

RENEWED
CERTIFICATION

REN won the category of Risk Management
- Large Corporations at the second edition
of the Acoreana Risk Management Awards.

Audits were conducted for certification
renewal of quality, environment and safety
management systems at companies
already certified in the REN Group, also
extended to ENONDAS and R&D Nester.

NEW TARIFF REGULATION

REN Website won award ‘Best in Class’ in the category of ‘Best Website’, at the
Interactive Media Awards 2014.

REN signed new Collective Labour Agreement (ACT), which covers nine wholly
owned companies.

Lufis Amado and Haibin Wan, members of the REN Board of Directors resigned their
positions. On 17 December 2014, Rodrigo Costa and Longhua Jiang were co-opted
to complete the term of office underway, 2012-2014.

At the same meeting it was also unanimously decided to appoint Rodrigo Costa as

president of the REN SGPS Executive Committee, effective as of 1 February 2015
further to the resignation of Emilio Rui Vilar effective as of 31 January 2015, who
shall, however, remain as President of the Board of Directors.

ERSE published the final document on ‘Tariffs and prices for electrical power and
other services in 2015 and parameters for the regulatory period of 2015-2017".
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2.5
MAIN

INDICATORS 2.5.1 FINANCIAL INDICATORS
OPERATING PROFITS : M1 9z A%
(MILLIONS OF EUROS) 1 O 11 12 ]3 14 ‘14_‘13
EBITDA A8l 425 Blle 9215 5052
EB'T,,, i 727507.5 B 727837.2 B ,3,]42 B 73207.3 N 3026
FINANCIAL PROFITS i 7—839 B 7—1Q37.47 . 7—17367.07 . 7—1427.27 . 7113.8
PRE—TAX PRQFITS i 7166.76 B 71779.78 B ,]7,812 B 71778.70 N 1888
NET,PROHT,,,, i 71170.73 B ,12,Oi6 B 71273.76 B 71721.73 N 1128
REC,L,J,RRENT,N,ETIN,CQME i 71179.78 B ,BW',O B 71270j2 B 71270j7 N 1403
EBITDA | M€ RECURRENT NET INCOME | M€ NET DEBT/EBITDA | M€
500 120 3,000 m m
- | 4 4.81x
250 60 1,500 4.61x
0 0 0
2012 2013 2014 2012 2013 2014 2012 2013 2014
¢ EBITDA
€ NETDEBT

€ NETDEBT/EBITA

ASSETS, INVESTMENT ANDDEBT 110 11 12 13 ‘14 A%

(MILLIONS OF EUROS) “14-13
RAB AVERAGE RATE OF RETURN, % 6.89% 7.61% 8.79% 7.97% 7.47%
INVESTMENT (CAPEX), MILLIONS OF EUROS 443.0 349.4 2011 187.8 163.3

NET DEBT, MILLIONS OF EUROS 2]00.0 2,31.3 2,512.4 2,402.3 2,430
NET DEBT/EBITDA, X 4.87X 4.89 x 4.91 x 4.61 x 4.81 x
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CAPEX : : : : ‘
(MILLIONS OF EUROS) ] O ] ] ] 2 ] 3 14

.EEI‘ECTRICITY 293.9 2679 155.5 157.6 137.4
GAS 148.5 81.4 45.0 29.9 25.8

TOTAL INVESTMENT

AVERAGE RAB ‘ ‘ ‘ ‘ £
(MILLIONS OF EUROS) ] O ] ] ] 2 ] 3 14
_ELECTRICITY 16245 1,806.] 1,973.6 2,0691 2,128.0
LAND 349.0 3348 3212 3076 294.3
GAS 996.7 1,044.9 1,086.9 1141 1,107.0

TOTAL AVERAGE RAB

INVESTMENT
(MILLIONS OF €)

163.3

AVERAGE RAB
(MILLIONS OF €)

3,529.2

Includes the value of ENONDAS regulated asset base, which is now considered
materially relevant. For comparison purposes, the values for the previous year

were adjusted in accordance.

CAPEX | M€

AVERAGE RAB | M€

200 2011
187.8

@ ELECTRICITY

2012 2013 2014

163.3
100 1,750
¢ GAs ) )
¢ OTHER 0 0

3,529

3,500 3,490

3,382

2012 2013 2014
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2.5.2 ELECTRICITY INDICATORS

TECHNICAL INDICATORS
ELECTRICITY

10

il

12

13

CONSUMPTION, TWH

ENERGY TRANSMISSION LOSSES, %

LINE LENGTH AND TRANSFORMATION POWER

491

-2,.9%

41.0

522 50.5
4,6% . -3.3% .
17,798 . 18,793 . 18,481
426 . 42.2 .
8,049 . 8,371 . 8,534
30,205 . 33,777 .
1.83% . 1.54% . 1.56%

33,915

i7,758
41.757
8733
34,984

49.2
0.2%

1.75%

48.8
-0.7%
17,841

8,630
35,754
1.89%

MVA

37,500

18’750 -- IIII
o I Il

2005 2006 2007 2008

€ TRANSFORMERS
€ AUTO-TRANSFORMERS

2009

=150 KW LINES

220 KW LINES

2010

20Mm

400 KW LINES

2012

2013

2014

K

<

3,750
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EVOLUTION OF EQUIVALENT INTERRUPTION TIME (EIT) | MINUTES

2 0.49 0.57 0.74 1.2 0.42 0.27 0.00 0.09 0.02
, mums mees - —
2005 2006 2007 2008 2009 2010 201 2012 2013 2014
=
=== MOBILE AVERAGE 5 YEARS
DESTAQUES 2014
EQUIVALENT TECHNICAL POWER TRANSMITTED
INTERRUPTION TIME ELECTRICITY ON THE RNT

AVERAGE IMPORT AND EXPORT CAPACITY | MW

2,500

0102 Min 48-8TWh 41-9 TWH

OI.. I'II

2005 2006 2007 2008 2009 2010 20M 2012 2013 2014

€ IMPORT
€ EXPORT
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2.5.3 NATURAL GAS INDICATORS

TECHNICAL INDICATORS ‘ ‘ ‘ ‘
NATURAL GAS 10 m 12 13

CONSUMPTION, TWH 57.8 575 50.2 47.9
ANNUAL VARIATON IN NATURAL GAS CONSUMPTION, % 9.1% -0.5% -12.7% -4.6%
OUTPUTS FROM RNTGN, TWH 58.3 58.2 503 48.9
LENGTH OF HIGH-PRESSURE GAS PIPELINES, KM 1,296 1,298 1,298 1,375
UNDERGROUND GAS STORAGE CAPACITY, MM*(*) 138.2 132.7 132.7 138.0
EQUIVALENT INTERRUPTION TIME, MINUTES 0.00 0.00 (0Xe]0) 0.00

(*)The volume indicated expresses the maximum capacity available for commercial purposes, which is conditioned by the specific
thermodynamics of high-pressure, natural gas storage in salt caverns.

INPUTS TO RNTGN | TWH

2014
2013
2012
201

<> VALENCA DO MINHO

CAMPO MAIOR

¢ 2010

¢ LNG TERMINAL

@ STORAGE - US WITHDRAWAL
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OUTPUTS TO RNTGN | TWH

1.2
60 1.3
30
YA
VALENCA DO MINHO i
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EVOLUTION OF EQUIVALENT INTERRUPTION TIME (EIT) | MINUTES
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2.6.1 ELECTRICITY

ELECTRICITY BUSINESS

Through REN S.A., REN works in two regulated areas: General System
Management (GGS) and Transmission of Electrical Power (TEE). The revenue
allowed from GGS and TEE is received by applying two regulated tariffs: the
tariff for the General Use of the System (UGS) and the tariff for the Use of the
Transmission Network (URT).

Both tariffs are defined annually by the ERSE based on forecasts for demand,
costs, revenues and investment.

In 2012, a new regulation period was started which terminated in 2014. While
no changes were made to the actual form of the regulation, the regulatory
parameters were updated. The efficiency factor applied to operating costs for
the transmission of electrical power was altered to 3.5% (2013 and 2014) and
the remuneration rate is now indexed to the 5 year Portuguese Republic Credit
Default Swap Rating. Also maintained were limits to the remuneration base rate
for the 2012-2014 period of between 7.5% and 10.5%.

REGULATION OF ACTIVITIES

Activity relating to the General Use of the System is regulated by a remuneration
rate applied to the assets allocated to the activity, net of depreciations, subsidies
and accepted operating costs.

Activity relating to the TEE is regulated by incentives for: (1) efficient investment
in the transmission network; (i) efficiency in operating costs by establishing a
maximum limit for these costs plus a component based on the level of company
activity; (iii) maintaining equipment at the end of its service life in operation;
and (iv) increasing the availability of the elements of the RNT.

The aim of the investment incentive is to reward, as additional remuneration,
the efficiency obtained in investment subject to reference costs and which
falls within specified parameters.
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The value of operating costs set for the 1st year of the regulation period evolves
in subsequent years in line with the variation rate of the Implicit Price Index of
GDP, and with an efficiency target determined by ERSE, which for 2013 and 2014
was 3.5%. Added to this amount is the change in the OPEX due to the annual
growth in the transmission network (in kilometres of lines and in the number of
panels at substations), calculated with the corresponding incremental costs, also
set by ERSE.

The aim of the incentive to maintain equipment in service which has reached the

| N 20] 4 the end of its working life is to stimulate continuity in service of assets which are still
technically viable but fully amortised. For 2014, this incentive stood at 8.6 million

remuneration Furos,

t The aim of the incentive to increase the availability of the rnt, which was

ro e WaS introduced in 2009, is to promote quality of service in the network’s

7 76(y infrastructure and is calculated based on values that have already occurred.
. (0] For 2014, this incentive stood at approximately 1 million Euros.

The electricity Regulated Assets Base (RAB) consists of the assets net of amortizations
and subsidies allocated to the activities of TEE and GGS. For the tTEE, as already
mentioned, through the publication of ERSE Official Order No 14430/2010 of
15 September, the assets base to be remunerated is based on the application of
the valuation mechanism for new investment in the RNT, at reference costs with
effect from 1 January 2009. Therefore, in 2014, the average RAB on which the
premium rate of 9.26% was applied, was 994 million Euros, while the remaining
1,090 million Euros was remunerated at a non premium rate of 7.76%.

In the activity of GGS, the principle of RAB valuation is based on historical costs.
In these cases, the remuneration rate of 7.76% is applied.

In 2014, the average RAB for the activity of GGS stood at 42 million Euros.
Assets used in this activity also include land in the public water domain used
in hydro power remuneration which, in accordance with Implementing Order
No 301-A/2013 of 14 October, depends on the classification allocated to the
performance of the RNT concession holder. The rate may vary between -1.5%
and +1.5%. For 2014, and on a transitional basis, the rate of 0.56% was applied
to a sum of 281 million Euros.

The following graph shows the RAB for the different asset groups:

EXTENSION OF THE TRANSPORT NETWORK IN AP
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The efficiency
targets for the
current regulatory
period vary
between 1.5%

and 3% per year
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The tariffs set by ERSE also reflect tariff deviations which, after two years, reconcile
the (to the extent they are justified and accepted by ERSE) forecast and real values
of income and costs and differences in demand.

The adjustments arising from the differences are recovered or returned two years
after they have occurred. This sum is remunerated at a regulated rate equal to
the one year Euribor average seen each year, plus a spread published annually
by ERSE for the year in question.

At the end of 2014, the balance of differences is 31 million Euros to be recovered
by REN.

REN TRADING

REN Trading places production from non-terminated Electricity Acquisition
Contracts (CAE) relating to the Tejo Energia and Turbogéas thermal power plants
on the market (MIBEL).

The difference between the contract cost within the scope of the CAE and the
income from the market sale of power and system services supplied by the respective
power plants, plus the incentives to optimise their management and the efficient
management of the CO, emission licences, is reflected in the General System Use
tariff supported bt electricity consumers.

REN Trading income derives from incentives defined by ERSE which have an
underlying sharing of the benefits of the optimising and management of supply
from these power plants with electricity consumers. The final value of the incentives
is a result of company work, both through the optimising of energy sales from
the power plants and by minimizing acquisition costs for fuel and CO, emission
licences.

In 2014, the balance of the tariff difference account from the Purchase and Sale

of Electrical Power, within the scope of CAE management, is 48 million Euros to
be recovered by REN Trading.

2.6.2 NATURAL GAS

NATURAL GAS BUSINESS

The natural gas activities listed below are subject to economic regulation
by ERSE:

* The high-pressure transmission of natural gas - through REN Gasodutos

¢ General technical management of the SNGN - through REN Gasodutos

¢ Reception, storage and regasification of LNG - through REN Atlantico

¢ Underground storage of natural gas - through REN Armazenagem

¢ Management of the supplier switching process - through REN Gasodutos.
In July 2013, a new three year regulatory period started. The main changes
introduced by the regulator were: (i) indexation of the remuneration rate to
evolution in earnings on Portuguese Treasury Bonds, with a maturity of 10
years and the introduction of limits to the remuneration rate for the 2013-2016
period of between 7.33% and 10,50%, (ii) the introduction of a mechanism to

attenuate tariff adjustments at the LNG terminal with the aim of reducing the
impact of these adjustments on the tariffs defined annually for that activity and
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(iii) the extension of incentives based regulation to underground storage in a
similar manner to that for the high-pressure transmission of natural gas and LNG
reception, storage and regasification.

Currently, the level of eligible operating costs (cap) to calculate income in
activities regulated by incentives has a maximum permitted value and includes
a fixed part, subject to a regulatory revenue cap approach and one or more
variable parts, subject to a price cap approach, indexed to the cost variables
for the size of the infrastructure and the extent to which it is used.

The value approved for OPEX in the first year of the current regulation period
evolves in following years in line with the efficiency targets set and published
by ERSE for these years and with the variation rate of the Implicit Price Index of
Gross Domestic Product (GDP). The variable associated with the consumption
of electricity at the LNG terminal (energy component) evolves in line with

the average annual variation in the price of electricity on the futures market,
published by OMIP, and with the efficiency target set by ERSE.

The efficiency targets for the current regulatory period vary between 1.5% and
3% per year.

General Use of the System and management of the supplier switching process

are not subject to efficiency targets. This is also the case with some expenditure
considered outside company control.

REGULATION OF ACTIVITIES

Income relating to invested capital stems from the return on fixed assets
in operation, net of amortisations and subsidies (RAB), at a rate set by the
Regulator at the start of every regulatory period, plus the corresponding
amortisations.
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Up to the end of 2014, the six monthly RAB for the natural gas companies had
the following evolution:

2008 2009 2009 2010 2010 201 2012 2013 2014
1Sem 1Sem
REN ATLANTICO REN GASODUTOS

Tariffs are set based on estimates of quantities and the total income allowed,
calculated for each activity. This income includes return on assets, recovery of
the value of amortizations and established operating costs, per activity, as well
as the tariff adjustments for previous years.

The adjustments are recovered or returned on a transitional basis every year
based on estimates. The real value of adjustments arising from the differences
are recovered or returned two years after they have occurred based on the
comparison of provisional adjustments. This sum is remunerated at a regulated
rate equal to the 12 month Euribor average seen each year, plus a spread
published annually by ERSE for the year in question.

At the end of 2014, the balance of differences is 68.7 million Euros to be
recovered by REN.
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2.7.1 ELECTRICITY

At the end of 2014, the RNT (National Transmission Grid) consisted of 8,630
km in lines and 67 transformer substations and 14 step down, switching and
transition substations.
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The RNT enables power flow from production plants to the transformer substations

where it is fed to the National Distribution Network at 60 kV.

The RNT also connects to the European Transmission Grid through ten interconnection
points with the Spanish Transmission Network as well as delivering VHV directly to

numerous consumers.

Interconnection with the Spanish Transmission Network was provided by one

130 kV line between Minho and Galicia, three 220 kV lines at Douro International

and by six 400 kV lines, two between Minho and Galicia, one at Douro Internati
one at Tejo International, one between the Alentejo and Extremadura and one
between the Algarve and Andalusia.

onal,

The National Dispatch Centre in Sacavém (Loures) coordinates general operations

and ensures balance in the National Electricity System. The Network Operation

S

Centre in Vermoim (Maia) is responsible for the monitoring and remote operation

of all National Transmission Network equipment.

The Corporate Telecommunications Network uses this infrastructure extensivel
(fibre optic and hertzian beams) to provide data transmission services, control
commands to network elements and the communications facilities required for
operating the RNT.

y
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2.7.2 NATURAL GAS

REN’s natural gas infrastructures include:

* The National Natural Gas Transmission Network (RNTGN);
¢ The Sines Natural Gas Liquefaction terminal (NGL);

¢ The Carrico natural gas underground storage facilities
(4 caverns and 1 surface station).

In 2014, work was concluded and 2 new delivery points were placed into service,
Santa Margarida da Coutada (Constéancia) and Sines. The Loures delivery point

was also upgraded.

Therefore, at the end of 2014, the RNTGN consisted of the following
infrastructures:

* 1,375 km of high-pressure gas pipelines;

¢ 66 junction stations for pipeline branching (JCT);

* 45 block valve stations (BV);

* 5 T-branch interconnection stations (ICJCT);

¢ 85 gas pressure regulating and metering stations (GRMS);
* 2 custody transfer stations (CTS).

Since the start of operations in 1997, the transmission network has undergone

LENGTH OF THE HP TRANSMISSION NETWORK | KM

1.600

the following developments:

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
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THE NATIONAL NATURAL GAS TRANSMISSION NETWORK

RNTGN STATIONS | Nr.
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THE NATIONAL NATURAL GAS

@ (MM) KM
TRANSMISSION NETWORK
BATCH1 Setubal - Leiria 700 173
BATCH 2 Leiria - Gondomar 700 164
Gondomar - Braga 500 50
BATCH 3 Campo Maior - Leiria 700 220 .
BATCH 4 Braga - Valenca 500 74 .
BATCH 5 Monforte - Guarda 300 184 .
BATCH6 Mealhada - Viseu 500 68
BATCH7 Sines - Setbal 800 87
BATCH 8 Mangualde - Celorico - Guarda 700/300 76 .
HIGH-PRESSURE LINES 150-700 278 .

TOTAL 1374
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As of 31 December 2014, the available capacity for commercial purposes
of relevant points of the RNTGN was as follows:

MM?3(N)
PER DAY PER DAY

INPUT

SINES

CARRICO (WITHDRAWAL US)
CAMPO MAIOR (IP39)
VALENCA DO MINHO (IP40 )
OUTPUT

SINES

CARRICO (INJECTION US)
CAMPO MAIOR (IP39)
VALENCA DO MINHO (IP40 )
PONTOS DE ENTREGA (TOTAL)

193 . 16,2
85 . 71
134 . n.3
40 3.4
143 . 12.0
24 . 20
70 . 59
25 . 21
652 . 54.8

Supervised from a state-of-the-art National Dispatch Centre using redundant
fibre-optic technology telecommunication systems, the RNTGN connects the
gas pipeline stations with the Sines LNG Terminal and the Carrico underground
storage facility in Pombal. All systems are equipped with digital communication,
especially with regard to the reading of network input and output flows.

This allows for the best practices to be adopted both in relation to information
quality and supervision response.

During 2014, only small investment projects were undertaken to the LNG
Terminal. The most relevant was the acquisition of two spare edges for the
sea unloading arms.

As such, the Terminal maintained its main operating capacities:

¢ Annual natural gas regasification capacity of 8 bcm (95 TWh);

* Storage capacity of 390,000 m?* (2.5 TWh);

¢ Mooring adapted for methane tankers with capacities ranging from 40,000
to 216,000 m3;

* Maximum output to the RNTGN of 1,350,000 m3*(n)/h;

* Tanker loading capacity: 36 tankers/day.

Gas is stored at great depth in underground salt caverns which connect to a gas
station allowing the management of gas stored by injection through natural gas

compressors and withdrawal through natural gas dehydration systems for
subseqguent injection into the transmission network.
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*REN agrees the partial transfer of the natural gas

underground storage concession from Galp Energia,

including the transmission of the two existing
caverns, the rights to construct two new caverns
and other entitlements and obligations associated
to these assets.
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The REN gas station also interconnects with another concession holder’s
caverns*. REN constructs salt caverns using a leaching station which, together
with a water collection system and a system which rejects brine into the sea.

At the end of 2014, the natural gas underground storage facilities within the REN
Armazenagem concession were as follows:

¢ Four operational caverns;
¢ Maximum capacity: 2,455 TWh <> 206 Mm3(n);
¢ Nominal capacities of the surface station:
* Injection: 84,000 m*(n)/h (24 GWh/day);
» Withdrawal: 300,000 m3(n)/h (85 GWh/day);

+ REN Armazenagem is responsible for the operation of the surface station.



REN

INTERNATIONAL
VISION

20
112.8m + TOP + 2 NETWORKS \

T e ELECTRICITY / NATURAL GAS
EFFICIENCY

©

GEOGRAPHIC PRIORITIES

The excellence we have achieved in Portugal has generated a unique
set of capacities which, when combined with an above-average
operating efficiency, has opened new frontiers for international
business. Expertise, experience and performance come together

in a winning combination.

THIS IS OUR FORMULA
FOR SUCCESS



MANAGEMENT
REPORT







REN <

3.1
ENVIRONMENT

GDP EURO ZONE

+0.8.

IN 2014

'"European Commission: European Economic
Forecast, Autumn 2014

2European Commission: European Economic
Forecast, Autumn 2014 - Euro Zone
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THE RECOVERY OF THE GLOBAL
ECONOMY CONTINUED IN 2014

However, this fairly modest growth involves
significant differences between regions.

3.1.1 ECONOMIC ENVIRONMENT

WORLD ECONOMY!

The recovery of the global economy continued in 2014. The forecast for growth
in economic activity is +3.3% (vs. +3.1% in 2013). However, this fairly modest
growth involves significant differences between regions.

Focusing the analysis on advanced economies, of note are the improvements
seen in the European Union (expected growth of +1.3%), following zero growth
in 2013. Major factors contributing to this performance were the stabilisation
of the Euro zone, whichis expected to grow +0.8% in 2014 (after contracting
-0.5% in 2013), and the strong performance of other EU member states (such
as the United Kingdom, with a +3.1% growth in 2014 (+1.7% in 2013)). The USA
is expected to post growth similar to that of 2013 (+2.2%, the highest among
advanced economies, benefiting from improvements in the labour market
and favourable financing conditions). In Japan, the implementation of fiscal
consolidation measures contributed to a reduction in GDP growth from
+1.5% in 2013 to +1.1% in 2014,

Emerging economies have had differing performances. On the negative side,

of note was the impact of geopolitical tension in Russia (growth of only +0.3%
in 2014, after an increase of +1.3% in 2013) and the impact of the reduction in the
price of raw materials in Latin America (expected growth of +1.4% in 2014, half
of the increase of +2.7% recorded in 2013). On the positive side, Sub-Saharan Africa
grew +5.2% in 2014 (+4.9% in 2013) and Asia (excluding Japan) +6.1% (the same
as in 2013). It should be noted that growth in Asia remains constant despite the
rebalancing underway in the Chinese economy (increase in the weighting of
domestic consumption offset by reductions in investment). Growth in GDP

is expected to fall from the +7.6% of 2013 to 7.3% in 2014.

EURO ZONE?

After a contraction in GDP of -0.5% in 2013, the Euro Zone is expected to grow
by +0.8% in 2014. Despite this improvement, growth continues below that of the
European Union as a whole, and other developed economies. This is due to the
relatively high level of unemployment, persistent macro-economic imbalances
in several countries and the slow rate of implementation of structural reforms.
Despite these effects, private consumption (growth of +0.7% in 2014 vs. -0.6%
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EXPORTS

+2.6%

IMPORTS

+6.3%

3 Reference Rates: ECB and FED (www.ecb.int; www.
federalreserve.gov)

4 European Money Markets Institute
5Bank of Portugal: Economic Bulletin Winter 2014

¢ Ministry of Finance: Budget Strategy Document
2014-2018

7 European Commission: European Economic
Forecast, Autumn 2014 - Portugal
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in 2013) and investment (+0.6% in 2014 vs. -2.5% in 2013) inverted the negative
trend; public spending is expected to pick up (+0.6% in 2014 vs. +0.2% in 2013)
and net exports continue to help growth (positive contribution of +0.1% in 2014).
Although unemployment continues to be high, it fell from 11.9% in 2013

to 11.6% in 2014.

INTEREST RATES®“

During 2014, the ECB cut the reference rate twice, from 0.25% to 0.05%, while
the United States Federal Reserve kept the Fed Funds Target Rate between
0% and 0.25%. In line with the reduction in the reference rate, Euribor rates
hit new lows. At 31 December 2014, Euribor rates for 3, 6 and 12 months stood
at 0.078% (compared to 0.287% at the end of 2013), 0.171% (vs. 0.389%) and
0.325% (vs. 0.556%).

THE PORTUGUESE ECONOMY?=6.7

2014 saw continued recovery in the Portuguese economy. This turnaround started at
the end of 2013 and is expected to lead to growth in 2014 of +0.9%, thus inverting the
fall seen in 2013 (-1.4%). This evolution is a result of a recovery in private consumption
(+2.2% in 2014, vs. -1.7% in 2013) and investment (+2.2% in 2014 vs. -6.6% in 2013),
as well as a reduction of the contraction in public spending (-0.5% in 2014, vs.
-1.8% in 2013).

Internal demand will thus provide the main contribution to growth in GDP (+2.3%).
However, the growth in internal demand will lead to an increase in imports of +6.3%
over figures for 2013, clearly higher than the increase in exports of only +2.6%.

As a result, net exports will provide a negative contribution to growth in GDP of -1.5%.

Finally, also of note is the continued (at a slower rate) effort to consolidate public
accounts, and the expectation for the public deficit to fall from 4.9% in 2013

to 4.8% in 2014 (6.5% in 2012). Public debt is expected to fall from 129.0%

of GDP in 2013 to 127.2%.
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3.1.2 SECTORAL ENVIRONMENT

Instability in some countries of the Middle East and the conflict between Russia
and the Ukraine impacted on the energy year of 2014. In economic terms,
of special note was the significant drop in the price of oil during the 2"¢ semester,
which at the end of the year, came close to values seen only five years ago. After
hitting a high of $115 a barrel in June, the price of oil fell to around $55 a barrel
at the end of December.

The evolution of oil prices will have a significant impact on natural gas prices,
which will be relevant throughout 2015.

Despite the improvements in energy efficiency and efforts to innovate
and reduce the costs of emerging renewable technologies, concerns continue
with regard to the security and sustainability of energy on an international level.

The International Energy Agency (IEA), in its New Policies Scenario, presented
the evolution of energy markets up to 2040, maintaining current policies

and measures and cautiously adopting new proposals and the most recent
developments in energy policy.

According to IEA forecasts - New Policies Scenario - world energy
demand is expected to grow by more than 37% up to 2040. Long-term,
the evolution in energy related CO, emissions points to an increase

of 3.62C in the average temperature

(above the target limit of 2°C for average global temperature increase).

The IEA estimates that growth in energy demand up to 2040 will be in
non-OECD countries. In 2040, Asia will account for 60% of energy consumption.
China will lead the way in the demand for energy in Asia during the next decade,
until India assumes this position from around 2025.

Up to 2025, non-OPEC countries (the USA, Canada and Brazil) will play
an important role as sources of oil supply. However, long-term, the countries
of the Middle East will retake their leading role.

With regard to the use of different energy sources in 2040, and despite
the growth in low carbon emission energy sources (mainly renewables
and nuclear), fossil fuels will continue to dominate. The fossil fuel share

in the global mix will be around 75%, broken down into almost equal parts
of oil, coal and natural gas.

Demand for coal will continue to grow (annual growth rate of 0.5%), although
much lower than that seen in the last 30 years, due to climate policies
and environmental restrictions in the main markets.

Demand for natural gas will grow by more than 50% up to 2040 as a result of the
greater growth in emerging economies such as those of China (as a replacement
for coal) and the Middle East (as a replacement for oil). After 2030, natural gas
will represent the largest share in the energy mix of OECD countries.
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World demand for electricity will continue to grow. An increase of around 80%

is expected between 2012 and 2040. The IEA also expects renewable energy,
including hydro power, to practically triple production in the same period. With this
growth, renewables will overtake coal and have the largest share in the production
of electricity. Variable energy sources - wind and photovoltaic solar - represent
more than 50% of this growth.

In Europe, the weighting of renewables will practically double in this period,
reaching 46% in 2040. Wind energy will have a 20% share. As such, continued
supply security will be dependent on investment in new thermal capacity.

Nuclear energy, in spite of a reduction in the construction of new plants due
to regulatory restrictions, still accounts for 12% of global production (due
to expansion in countries such as China, Korea, India and Russia).

In this period, the IEA estimates that the electricity sector will require global
investment of approximately 21 billion dollars, with 40% of this amount dedicated
to transmission and distribution networks.

Improvements in approach and a new political focus on energy efficiency will lead
to a slowdown in growth for energy demand, reducing the need for investment
in supply and also reducing energy prices internationally.

ELECTRICITY DEMAND AND PRODUCTION

In 2014, consumption of electrical power fell by 0.7% over figures for the previous
year. In the first semester, some recovery was seen in consumption with year
on year growth of 0.4%. However, in the latter part of the year, this trend was
inverted. Once the correction for the effects of temperature and the number of
working days is taken into consideration, the variation is in fact zero. This has
now been the case for two consecutive years. The consumption of 48.8 TWh
seen this year is 6.5% lower than the maximum historic of 2010.

TWH CONSUMPTION VARIATION CORRECTED

2010 522 4.6% 3.3%
201 . 50.5 . -3.3% . -2.3%
2012 . 491 . -2.9% . -3.6%
2013 . 49.2 . 0.2% . 0.0%

On 4 February, the maximum power required by the public network was 8,313
MW. This figure is practically identical to last year’s and around 1,000 MW less
than the maximum historic value recorded in 2010. However, on the same day,
national production recorded an historic maximum of 10,349 MW, because at
that time the national system was exporting more than 2,000 MW. At the end

of the year, installed power at ordinary regime power plants totalled

10,855 MW and 6,980 MW in special status production. Also of note in special
status production was some growth in wind farms, with an increase in network
connected power of 176 MW, now totalling 4,541 MW. There was also an increase
of 111 MW in photovoltaic to a total of 393 MW at the end of the year.
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In 2014, exceptional conditions were again seen for the production of both hydro
and wind power and the respective Capability Indexes stood at 1.27 and 1.11. These
are unusual figures, which in the case of wind, is the second most favourable ever,
only surpassed by that seen in 2013. Production from renewables reached 62%

of consumption, which is the highest annual value since 1979 when production,
around 30% of current levels, had a particularly high hydro component. In 2014,
hydropower plants supplied 31% of consumption while wind plants supplied 24%,
biomass plants 5.5% and photovoltaic plants 1.2%.

RENEWABLE AND NON-RENEWABLE PRODUTION

6% 2%

37.57% 36.2%

€ RENEWABLE NON-RENEWABLE € IMPORTS
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Coal fired thermal plants continued to represent the basis of thermal power,
supplying 23% of consumption. Combined-cycle natural gas plants had reduced use
for most of the year, not representing more than 3% of consumption. Cogeneration
plants using non-renewable fuel, almost all natural gas fired, supplied 10%

of consumption.

Exchanges with foreign producers changed over the course of the year. Exports
took place in the wetter months and imports in the drier months. The result at the
end of the year was an import balance equivalent to 2% of national consumption,

which is the lowest since 2001.

MEETING DEMAND
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In 2014, 41.9 TWh entered the transmission network, an increase of 1% compared
to the previous year.

NATURAL GAS DEMAND AND SUPPLY

In 2014, consumption of natural gas totalled 45.3 TWh, a reduction of 5.4%
compared to the previous year. Consumption seen this year was 22% lower
than the maximum historic level recorded in 2010. This was due to the severe
contraction experienced in recent years in the electrical power market.
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CONVENTIONAL ELECTRICITY TOTAL
MARKET MARKET CONSUMPTION

- N TWh Variation TWVh Variation TWhV | Variation
2010, - 35,5 7 20,5% 22,73 7 —5,1% 57,8 9,1%
2QH 7 - 36,2 7 2,0% 21,73 7 —4,4% 57,75 -0,5%
2012 38,3 57% 1,9 -44,0% 50,2 -12,7%
2013 44,5 16,2% 3,4 -71,3% 479 -4,6%

In 2014, as was the case in 2013, the exceptional conditions seen for the
production of both wind and hydro power had a significant impact on the use
of the four large combined-cycle power plants operating in the ordinary market.
This market segment, which used 3.2 TWh of natural gas, the lowest figure since
1998, was responsible for only 7% of total consumption.

CONSUMPTION

7% 7%
2% 3%
40% 51% 38% 52%
@ DISTRIBUTION AUTONOMOUS GAS UNIT
@ ELECTRICITY MARKET HIGH-PRESSURE COSTUMERS

In the conventional market, which totalled 42.1 TWh, a fall of 5.4% was seen.

This is the first time that this market segment has experienced negative annual
evolution. Accompanying this trend was the reduction in consumption from
cogeneration facilities, which in previous years had been driving the consumption
of gas. Positive evolution was only seen in consumption supplied by Autonomous
Gasification Units, due to supply for Madeira from the Sines Terminal, which
started this year.
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The supply of the national system was ensured in 2014 mostly by the Campo Maior
and Valenca interconnections, accounting for around 68% of the total, while the
remaining 32% was input through the Sines LNG Terminal. Gas received through
the interconnections came principally from Algeria, while that received at Sines
originated mostly in Qatar and Nigeria.

SUPPLY GROWTH
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3.1.3. REGULATORY ENVIRONMENT

EUROPEAN ENERGY POLICY

During 2014, the European Union continued to guide its policies towards concluding
the internal energy market and the development of interconnections so as to
overcome the isolation of Member States with regard to European gas and
electricity networks.

The new EU 2030 climate and energy policy framework was approved by the
European Council on 23 and 24 October. The programme seeks to achieve

a reduction of 40% in greenhouse gas emissions over 1990 levels. This is

a binding objective requiring all the countries of the European Union to increase
the use of renewable energies to at least 27% of total consumption. There are
also more ambitious policies with regard to energy efficiency, a new system

of governance and a series of new indicators to ensure safe and competitive
energy supply.

In relation to the internal energy market, the European Council restated that
this aim is to be achieved as soon as possible and, as such, all efforts have

to be made. Of note in this regard are the measures seeking to establish
minimum levels of integration in European energy markets. Reference was
made to the need to reinforce interconnections in peripheral areas, specifically
mentioning the cases of Portugal/Spain and the Baltic States.
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The European interconnection mechanism (CEF) provides funding for projects
in trans-European infrastructures which bring clear benefits to Europe and which
do not receive suitable support or financing from the market. For the 2014-2020
period, a total of 5.85 billion Euros has been allocated for trans-European energy
infrastructures. In order to receive funding, actions must feature on a list

of ‘projects of common interest’.

NATIONAL ENERGY POLICY

During 2014 in Portugal, the XIX Constitutional Government implemented an
‘energy model based on economic rationality and sustainability, through, on one
hand, the adoption of energy efficiency measures and the use of energy from
endogenous renewable sources, and on the other hand, through the reduction
of additional costs borne by energy prices’.

With regard to renewable energy, in June 2014, Decree-Law No 94/2014 laid
down the rules applicable to additional power and energy, to over-equipping
and energy from the over-equipping of wind farms, the power from which is
remunerated by a guaranteed remuneration scheme.

In October, with the publication of Decree-Law No 153/2014, the Government
set out the new legal regime applicable to the production of electricity
for self-consumption from renewable and non-renewable sources.

In September 2014, ERSE published its decision on TSO certification, in which

it considered compliance with national and Community legislation to be suitably
guaranteed to grant REN - Rede Eléctrica Nacional and REN Gasodutos certification
as the SEN and SNGN transmission system operators, respectively, through full
ownership unbundling, provided that the conditions required in this decision are
fully complied with in a period of eight months, non extendible. Final certification
shall be considered as attributed after notification of compliance with the
abovementioned conditions and respective formal recognition by ERSE.

The proposal for Commitment to Green Growth, presented by the Ministry of the
Environment, Spatial Planning and Energy, seeks to promote a development model
capable of conciliating required economic growth with lower consumption of
natural resources and with social justice and quality of life.

In the field of energy, this proposal puts forward a number of initiatives, including:

¢ Increasing the production of renewable energy (with the weighting of end
energy use rising from 31% in 2020 to 40% in 2030) and promoting
self-production of energy, reaching 300 MW in 2020.

* Europe-wide reinforcement of energy interconnections, both by promoting
projects for the export of renewable energy so as to comply with European
targets for third-countries, and by positioning Portugal as an entry point
for LNG in the EU (the Iberian Peninsula with its current LNG terminals,
once suitable interconnections have been established, can handle a substantial
percentage of European imports of gas from Russia).

¢ Promoting electricity mobility, expanding and introducing greater competition
into the public network, giving preference to loading methods at homes
and the workplace and implementing sustainable mobility programmes
at an administrative level.

¢ Liberalized market in Portugal.
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Neste contexto, em dezembro de 2014, o Conselho de Ministros aprovou a alteragdo

da forma de fixacdo do periodo de aplicacdo das tarifas transitdrias para fornecimentos
de gés natural e eletricidade aos clientes finais com consumos anuais inferiores
ou iguais a 10 000 m* e com consumos em baixa tensdo normal, adiando a extingédo

das tarifas transitdrias para data a definir dando continuidade a progressiva adesao

dos consumidores ao mercado livre.

ELETRICIDADE

Entre dezembro de 2013 e dezembro de 2014 o numero de clientes do mercado
livre de eletricidade cresceu cerca de 57%, totalizando mais de 3 563 00O0.

O consumo meédio em 12 meses atribuido a clientes do mercado liberalizado no
Ultimo dia de dezembro de 2014 ultrapassa os 36 807 GWh . Em termos globais
o consumo do mercado liberalizado atingiu, em dezembro, mais de 83% do consumo
total no pals, o que representa um aumento de 10,6 p.p. face ao periodo homadlogo
de 2013.

A guase totalidade do consumo dos grandes consumidores estd no mercado livre.
No caso do consumo dos domeésticos, verificou-se um crescimento significativo
durante 2014, estando no mercado livre cerca de 60% do total do segmento.

GAS NATURAL

No final de setembro de 2014 o numero acumulado de clientes em atividade
no mercado livre atingia os 744 000. Sendo que o numero de clientes no final
de setembro de 2014 representava um aumento de cerca de 64% face a setembro
de 2013.

Em termos globais o mercado livre representa cerca de 96% do consumo global
de gas natural. Sendo que os fornecimentos em mercado livre representam 100%
do consumo do segmento, no caso dos grandes clientes, e cerca de 94% no caso
dos consumidores industriais.
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3.2 3.2.1 EXPLORACAO DA REDE NACIONAL
ELETRICIDADE DE TRANSPORTE

UTILIZAGCAO DA REDE DE TRANSPORTE

Em 2014, a RNT transportou 41,9 TWh, o que corresponde a um aumento de 1%
face ao ano anterior. A poténcia maxima na rede de transporte atingiu 8 114 MW,
3% acima do maximo do ano anterior, embora ainda cerca de 700 MW inferior ao
maximo histdrico ocorrido na rede. As perdas totalizaram 792 GWh, correspondentes
a 1,89% da energia entrada na rede.

TWH 13

CENTROS PRODUTORES 311
INTERLIGACOES 8,1
REDE DE DISTRIBUICAO 2,3 5
CENTROS PRODUTORES / CLIENTES DIRETOS 33
INTERLIGACOES 53
REDE DE DISTRIBUICAO 32,2
CONSUMOS PROPRIOS 0,0

N

92
1,89%

N b
ul ©

As capacidades de interligacdo oferecidas ao mercado cresceram 11% no sentido
importador e 20% no sentido exportador. Em média, a capacidade importadora
situou-se em 1993 MW e a capacidade exportadora em 2 069 MW. Estes valores
permitiram igualar os precos do Mercado Diario entre Portugal e Espanha em 94%
dos periodos de 2014, que representa o valor mais elevado desde o inicio

do MIBEL em 2007.

QUALIDADE DE SERVICO

A Qualidade de Servico prestada, entendida como seguranca e continuidade
do abastecimento de energia elétrica com carateristicas técnicas adequadas,
manteve e consolidou a tendéncia verificada em anos anteriores de uma
progressiva e sustentada melhoria do desempenho da RNT.

Os valores registados em cinco (ENF, TIE, SAIFI, SAIDI e SARI) dos seis indicadores
gerais de continuidade de servico, estabelecidos no Regulamento de Qualidade
de Servico, foram os segundos melhores de sempre, perspetivando, deste modo,
gue as linhas gerais de orientacdo que a REN tem vindo a adotar sustentam

a manutencdo de um desempenho adequado e otimizado face aos riscos inerentes
a operacao e exploragdo deste tipo de infraestrutura, em paridade com as suas
congéneres. O outro indicador (MAIFD) registou o terceiro melhor valor de sempre.

O Tempo de Interrupg¢ao Equivalente (TIE), indicador de desempenho global
usualmente utilizado pelas utilities elétricas, foi de 1,2 segundos, o segundo
melhor valor de sempre (apenas superado pelo valor nulo alcancado em 2012),
correspondendo a uma energia ndo fornecida de 1,8 MWh.
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In 2014, the monitoring of voltage waveform quality continued at delivery
and interconnection points on the RNT.

The measurements carried out continued to show results that, with a reduced
number of exceptions in individual and localised cases, comply with the figures
recommended in the Quality of Service Regulations.

The overall level of the electrical energy quality depends on the number

of incidents recorded or which impact on the transmission grid. In 2014,

there were 215 incidents and interruptions (14% less than in 2013), 167 of which
originated in EHV Network, 27 in the High HV Network and 21 in other networks
but impacting on the REN EHV and HV networks. Only 4 incidents (1.9% of the
total) actually caused interruptions to the supply of electricity to customers,
having caused 5 interruptions at delivery points

EVOLUTION IN THE NUMBER OF INCIDENTS
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Another way of highlighting the performance of the transmission grid is through
an indicator referred to as “Vulnerability”, which expresses the capability of the
transmission grid to not discontinue the supply of electrical power to consumers
following an incident, regardless of its origin (including incidents caused by Force
Majeure). This indicator is a ratio of the number of supply interruptions to the
number of incidents.

In 2014, the transmission network registered on average 0.0093 long

interruptions (> 3 minutes) and 0.0140 short interruptions (between 1 sec and
3 minutes) per incident.

EVOLUTION IN THE VULNERABILITY OF THE TRANSMISSION NETWORK

RATE [%]
6
4
0O
2010 201 2012 2013 2014
’ LONG INTERRUPTIONS ‘ SHORT INTERRUPTIONS

NETWORK BEHAVIOUR

During 2014, the major congestions that occurred in the RNT were associated
with grid element outages, which were solved through the generation of network
constraints and through the introduction of topological changes to the network.
In this regard, of special note are the outages which occurred in the 150

and 400 kV network in Minho. These outages were the result of the construction
of dedicated lines for power flow from new hydro plants which, in addition

to topological measures, constrained hydro power production in the Cavado
basin. On occasion in the summer, it was also necessary to reduce hydroelectrical
production at the Zézere / Tejo pplants so as to avoid network bottlenecks

on the power flowing from these plants.

In 2014, electricity consumption in mainland Portugal remained identical to
figures for 2013. Despite three new shunts coming online, RNT excess reactance
continued and as a consequence, difficulties were experienced in controlling
voltage. To overcome these difficulties, measures were implemented such as
turning the Sines plant into the technical verification headquarters for the day
market, limiting output on subsequent intraday markets, disconnecting EHV lines
or requesting that the operator of the National Distribution Network disconnect
their capacitor banks. It is expected that the stopgap solutions which have been
employed can be reduced and even eliminated as reactive management resources
are put into operation, as set out in development and investment plans

for the transmission network.
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Finally, also of note in 2014 was the fact that new maximums for wind energy
production were once again recorded, both with regard to energy and peak
production. Moreover, the national electricity system managed to store all

this production without having to introduce reductions.

PERFORMANCE OF TRANSMISSION NETWORK ASSETS
AVAILABILITY

The Combined Availability Rate, a regulatory indicator introduced by ERSE in 2009,
reached, a new historic record in 2014, with a value of 98.94%. The following graph
shows the annual evolution of this indicator over the last five years. This performance

represents a positive evolution in terms of coordination and planning of grid outages
during the period in question.

COMBINED AVAILABILITY RATE

RATE [%]

100%
99%
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96%

95%
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RELIABILITY

In 2014, RNT lines showed an overall improvement. The number of faults per
100 kilometres of circuit fell by 18.8% over figures for 2013. The graph below
illustrates the performance of lines in the last five years, with regard to the
number of faults per 100 km of circuit.
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EVOLUTION IN THE NUMBER OF FAULTS ORIGINATING
IN RNT LINES PER 100 KM OF CIRCUIT
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The overall availability rate for line circuits, including terminal panels, was 98.99%,
a figure which was practically identical to that for the previous year (-0.03%).

In general, sub-stations performed suitably. In spite of this, there was a slight increase
in the number of break downs in transformers and circuit breakers compared with
the 2013 figures, although without impact on network operation in the majority

of cases. The overall availability rate for transformers and auto-transformers
(including the respective panels) stood at 98.81%, a figure higher than that seen

in 2013 (+0.33%). This indicator was mainly affected by remodelling and
replacement work on HV equipment and transformers during 2014.

More in-depth technical detail is available in the Quality of Service Report
published annually by REN.

3.2.2 RNT INVESTMENT

PROJECTS CONCLUDED IN 2014

In 2014, the projects concluded in the RNT improved the flow of power from new
renewable energy production centres, reinforced feeding to distribution networks,
improved international exchange capability with Spain, and contributed to the
greater safety and reliability of the general operation of the system.

In the Minho region, to deal with the flow of the new production injected in this
area of the network from the Venda Nova (Venda Nova Ill) and Salamonde
(Salamonde II) power upgrades, the new Vieira do Minho 400 kV switching
station came online as did the new connection, also at 400 kV, between this
point and the Pedralva substation. To improve feeding to consumers, of note
was the opening of the new Fafe 150/60 kV substation, which will feed

the municipalities of Fafe, Guimaraes, Vizela and Felgueiras. This will allow,

in the short-term, the closure of the current REN substation in Guimaraes,
which is limited and not possible to expand.

In the Douro region, to deal with the flow of the production injected by the new
Baixo Sabor hydropower development, a 220 kV connection was established
between the Baixo Sabor Power Plant and the Pocinho substation.
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On the coastal region to the south of Metropolitan Porto and to deal with the
flow of production, the Carrapatelo - Estarreja 3,220 kV line came into service.
This was a result of the full remodelling of the old Carrapatelo - Estarreja 1,220 kV
line (which required extensive maintenance), on part of its stretch for the double
400+220 kV line. This work will also form part of the future axis for the flow

of production from the Alto TAmega Power Plants.

In the Lisbon area, with the aim of feeding the Alto de S&o Jo&o substation,
the overhead stretch (between the Fanhdes substation and the Prior Velho
switching station) was concluded on the future Alto de S&o Jodo - Fanhdes
220 kV connection.

Strengthening the interconnection capacity between Portugal and Spain,
particularly for export, the Spanish stretch of the Tavira - Puebla de Guzman
400 kV overhead line was concluded. This allowed this new 400 kV
interconnection with Spain in the south of Portugal to be placed into service.

To control RNT tension profiles, three ballast shunts were installed: one 150 kV
at 75 Mvar at the Tavira substation and two 400 kV at 150 Mvar each,
at the Portimé&o and Rio Maior substations.

A new 150/60 kV at 170 MVA transformer in Fafe, a new 400/220 kV at 450 MVA
autotransformer in Vermoim and a 400/150 kV at 450 MVA autotransformer

in Ferndo Ferro (this latter transferred from the Palmela substation) were also
placed into service.

MAIN INVESTMENTS UNDERWAY

Reinforcement of the interconnection capacity between
Portugal and Spain

* In order to reinforce the exchange capacities between Portugal and Spain, a new
400 kV interconnection is planned in the Minho region, connecting the future Ponte
de Lima substations on the Portuguese side with Fontefria on the Spanish side.

Connection of special status producers to the RNT
(except Grande Hidrica)

¢ Improvements to transformation power at various substations.
Connection of Grande Hidrica to the RNT

¢ Construction of a second 400kV switching station between Vieira do Minho
and the Pedralva substation, reinforcing flow guarantee from the high level
of production resulting from the power upgrades at the Venda Nova
(Venda Nova IllI) and Salamonde (Salamonde II) hydroelectric plants.

¢ Construction of a new 400kV axis between the Porto region and the Pedralva
substation, passing through the Ponte de Lima area. This axis, as well as proving
important in ensuring the flow of the high level of production from the new
generation of hydropower plants under construction in Cavado/Alto Minho
(Venda Nova lll and Salamonde I1), will also form an integral part of the new
interconnection with Spain in that region, thereby facilitating international
exchanges. At the same time, the new RNT substation at Vila Nova de Famalicdo
which forms part of this axis, will provide improved safety in the power supply
to consumers in the coastal Minho region.
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Connection to the distribution networks to supply large load centres

* In Lisbon, the opening of the 220/60 kV Alto de S&o Jodo substation, fed by two
underground circuits, one from Sacavém and the other from Fanhdes (overhead
stretch to Prior Velho).

* In the Setubal Peninsula, the opening of the Alcochete 400/60 V injector,
feeding consumers in the municipalities of Montijo and Alcochete and the
completion of the second 150 kV line between the Fern&o Ferro and Trafaria
substations.

+ In the Alentejo, construction of a new 400 kV line between the Estremoz
substation and the area of the future Divor substation (operating temporarily
at 60 kV integrated into the RND).

3.2.3 NETWORK CONNECTIONS

Within the scope of activity relating to connections to Public Service Power
Networks (RESP), REN coordinates connection and integration processes

for consumer and producer facilities which connect to the RNT, so as to ensure
the safety and quality of service of the RNT and the effective integration

of renewable energy sources into the National Electricity System. This activity
has focused on several different areas:

¢ The planning of reception capacity for new production, the planning
of necessary network upgrades and the definition of technical connection
requirements for producer facilities;

¢ The definition of technical connection conditions and the carrying out
of integration studies for VHV clients with a high level of reliability requirement
in the feeding of electrical power and quality of service;

¢ The development of projects, the planning of work, the execution of work under
the responsibility of REN and the monitoring of work under the responsibility
of the promoters to be integrated into the RNT;

* Participation and monitoring of inspections and the execution of connections
to the network; the definition of communication, command, control
and protection systems;

¢ The definition of metering systems and border systems with the markets and
the operational control of the execution of this operation through the dispatch
control centres;

¢ The definition of technical adaptations to the RNT arising from the specific
needs of production or consumer installations already connected to the network;

¢ The forecasting of energy volumes produced and the resolution of management
problems in the production of electrical power required to satisfy consumption;

¢ The technical analysis of proposals for new European connection codes
and in support for the comitology process.
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Furthermore, recent amendments and reviews to national legislation and
regulations have introduced a number of adaptations to the process to connect

to the National Transmission Network and interaction between the different players.
As such, Decree-Law No 215-A/2012 of 8 October has broadened the concept

of Special Status Production (PRE), which now is considered to be ‘all production
activity subject to special legislative regimes, such as the production of electricity
through cogeneration or endogenous resources, renewable or non-renewable,
microproduction, miniproduction and production that does not feed power into

the grid, as well as the production of electricity through endogenous resources,
renewable or non-renewable, that is not subject to a special legislative regime.’

The following graphs provide a summary of REN activity in 2014 for new processes

and processes underway for connection to the RNT, identifying by type of installation
and source, the number of connection requests and power (MW) involved.

RNT CONNECTION PROCESSES

NUMBER OF CONNECTION REQUESTS POWER OF THE CONNECTION

UNDERWAY REQUESTS (MW)
385
6 81
n 3,263
1,662
14
@ PRODUCERS (WIND) PRODUCERS (SOLAR)
@ PRODUCERS (HYDRO) CUSTOMERS

With respect to PRE, in 2014, the Beira Interior Wind Farm was connected to
the National Transmission Network, with connection power of 48 MW. 23.5 MW
were also connected at different wind farms which were already in operation.

At the end of 2014, power connected to the RESP totalled around 17,834 MW.
The large hydro power plants accounted for 5,270 MW while the remaining
PRE stood at close to 7 GW.
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3.3.1 RNTIAT OPERATION

QUALITY OF SERVICE

The indicators set out in the Natural Gas Quality of Service Regulations (QSR)
had the following annual values.

GENERAL QUALITY OF SERVICE INDICATORS FOR REN GASODUTOS

AVERAGE NUMBER OF INTERRUPTIONS PER OUTPUT POINT 0.01
AVERAGE TIME OF INTERRUPTIONS PER OUTPUT POINT (MINUTOS) 0.81
AVERAGE DURATION OF INTERRUPTION (MINUTES) 74
Notes:

¢ Average number of interruptions per output point - ratio between the total
number of interruptions at output points during a specific period, divided by
the total number of output points at the end of the period under consideration.

* Average duration of interruptions per output point - ratio between the sum
of interruption durations at output points during a specific period, divided by
the total number of output points at the end of the period under consideration.

¢ Average duration of interruption - ratio between the sum of interruption
durations at output points, divided by the total number of interruptions
at output points, in the period under consideration.

The remaining indicators for the supply and characteristics of natural gas fell
within the limits set by the QSR.
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The aggregate indicator for the frequency of incident occurrence per year per
1,000 km of high-pressure transmission infrastructure for 2014 stood at 0.049, based
on total infrastructure exposure time. Considering only the last 5 years it is 0.152.
The value of the same indicator published by the European Gas Pipeline Incident
Data Group (EGIG) for all TSOs participating in the scheme is 0.162 for the last

5 years.

GENERAL QUALITY OF SERVICE INDICATORS FOR REN ARMAZENAGEM

COMPLIANCE WITH NOMINATIONS

FOR NATURAL GAS WITHDRAWAL 100.0%
COMPLIANCE WITH NOMINATIONS 00,09
FOR NATURAL GAS INJECTION . 0%
COMPLIANCE WITH ENERGY STORAGE 99.8%

Notes:

¢ Compliance with nominations for natural gas withdrawal - the ratio between
the number of nominations complied with and the total number of nominations;

¢ Compliance with nominations for natural gas injection - the ratio between
the number of nominations complied with and the total number of nominations;

¢ Compliance with energy storage - determined based on the mean square error
between nominated and real energy values resulting from the total requests
by the users of both injection and withdrawal of gas.

GENERAL QUALITY OF SERVICE INDICATORS FOR REN ATLANTICO

Total unavailability was 6 hours O5 minutes, of which 5 hours 29 minutes was
planned, corresponding to facility availability of 99.97%.

Internally, 59,507 hours of work were carried out and one accident took place
which did not require sick leave.

In terms of subcontracted workers, 30,294 hours of work were carried out,
also with one accident taking place which did not require sick leave.

COMPLIANCE WITH COMMERCIAL SERVICE (NOMINATIONS) 100.0%

INJECTION OF NATURAL GAS INTO THE NETWORK
(INJECTED/REQUESTED)

AVAILABILITY OF FACILITY 99.97%

99.51%

SYSTEM OPERATION

In 2014, the intake of natural gas into the infrastructure operated by the RNTGN
concession holder was mostly through Campo Maior (67.0%), which connects
with the Maghreb gas pipeline and supplies Portugal with gas mainly from Algeria.
The intake from the regasification of liquefied natural gas at the REN Atlantico
Sines Terminal stood at 27.8%. Grid input points via underground storage and
Valenca were equivalent to 5.1% and 0.1%, respectively, of the total intake into
the national system. The following graph shows the weighting of intakes into
the system.



ANNUAL

REN ‘ REPORT 2014 57

5.1% 0.1%
27.8% 67.0%

€ CAMPO MAIOR
SINES
UNDERSTORAGE

€ VALENCA

In 2014, the 46,337 GWh (around 3.99 bcm) of natural gas transported by the
RNTGN included domestic high-pressure consumption and the injection of natural
gas into underground storage. This latter activity reached a figure of 2,269 GWh
(around 0.19 bcm), 75.7 GWh of which were injected for the commissioning of the
new cavern at the underground storage facilities. There was no offtake of natural
gas to Spain through the Valenca do Minho interconnection.

With regard to the usage of system capacities, in 2014, the maximum daily intake
figure through Campo Maior was 120.2 GWh and 94.9 GWh through Sines. The peak
values thus recorded corresponded to maximum usage of 90% at Campo Maior and
49% at Sines. With regard to the interface with underground storage, maximum daily
withdrawal reached 77.4GWh while the injection reached 26.7GWh, equivalent to
almost 100% usage of the maximum infrastructure capacity.

With regard to system management of the infrastructures in the National Natural
Gas System (SNGN), in 2014, different activities were carried out which required
intervention in relation to the coordination of natural gas flows. This had significant
impact on several entities in the SNGN, also involving the operator of the interconnected
network. Of special note: (i) the conditioned operation due to pressure limitation,
caused by the incident at the Souselas gas pipeline network, and the respective
repair (January to July); (ii) the preparation and commissioning of the new REN
C6 cavern in the joint underground storage cavern park. This new cavern ensures
suitable availability, both for the surface station and SNGN operating conditions
(December).

Seeking to optimise resources, meet audit requirements and add value to the
services provided to internal and external clients, a search was undertaken to
find a management model for the industrial information systems which support
activities for the supervision and control of the natural gas transmission network,
management of third-party access to the network and other activities associated
with the management of the natural gas transmission network. This search
culminated in the definition of management policies and processes which

are in line with business requirements and best sector practices.

As a result of the different regulatory amendments implemented in 2014, several
adjustments/adaptations to the platform for third-party access to the network
(ATR) were carried out. Of note among these changes were the specification
process, development and implementation of the new rules arising from the
introduction of slot/operational storage concepts, related to access by Market
Agents to the berthing and dispatch of gas carrying tankers.
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As part of the South Gas Regional Initiative (S-GRI) and in compliance with
requirements set out in European regulations, System Management participated,
in liaison with the Spanish counterpart Enagas, in specification processes and
the implementation of a nominations model for the virtual interconnection point
at the border for the lberian market (VIP lbérico), based on Edig@s messages.

At the same time, System Management maintained the monitoring of activities
carried out by the European Network of Transmission System Operators for Gas
(ENTSOG) relating to: (i) the development of the interoperability network and
data exchange code, also collaborating with the DGEG in the preparation of the
respective comitology process; (ii) the monitoring of the implementation status
of the Third Energy Package and network codes already published.

OPERATION OF THE SINES LNG TERMINAL

With regard to operations, the LNG Terminal received a total of 27 ships in 2014

(20 unloading operations, 1 cooling operation and 6 loading operations),
corresponding to total unloaded energy of 18.13 TWh and issue of 12.86 TWh

to the network. In the same period, 4,253 tankers were loaded, of which 1,072 were
for the Island of Madeira and 4 for Spain, corresponding to total energy of 1.23 TWh.

Eight audits were conducted, all with positive results, three of which under the
SEVESO directive, two in connection with the verification of the integrated quality,
environment, occupational health and safety management system, one internal audit
relating to the ISPS Code and one within the scope of the APS concession contract.

A safety drill was conducted with the participation of external entities, which
tested the response capacity of REN Atlantico and other bodies involved in the
protection of the facility (ISPS) and Safety (PEI-SEVESO).

OPERATION OF REN ARMAZENAGEM

In total, in 2014, 1,043 GWh of natural gas were withdrawn and 1,547 GWh were
injected into REN Armazenagem caverns, with domestic consumption of around

11 GWh. With regard to the operation of the surface facility, total processed natural
gas was 4,645 GWh, broken down into 2,376 GWh of withdrawals and 2,269 of
injection, 75.7 GWh of which correspond to the first filling of the REN-Armazenagem
REN C6 cavity. Overall self consumption by the Gas Station in 2014 corresponded
to 16.4 GWh.

At the end of the year, compared with 2013, the following balance of stocks was seen:

NATURAL GAS STOCKS AT REN ARMAZENAGEM (GWH)*

AT 31 DECEMBER AT 31 DECEMBER VARIATION 13/14
2013 2014 (ENERGY)

443 936 Mm%

* the figures indicated do not include cushion gas
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AVERAGE DAILY LEVEL OF NATURAL GAS STOCKS
AT REN ARMAZENAGEM (GWH)*

VARIATION 14/13
(ENERGY)

13

1,218

-30%

* the figures indicated do not include cushion gas

At 31 December 2014, the nominal capacity figures for REN Armazenagem'’s four
caverns in operation were as follows:

INFRASTRUCTURE CAPACITIES [GWH]

MAXIMUM CAPACITY

EFFECTIVE MAXIMUM CAPACITY AFTER TECHNICAL
RESTRICTIONS

Notes:

¢ Cushion gas - permanent volume of gas maintained in cavities in order to ensure
the minimum pressure required to safeguard their structural stabi