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Each of Gas Natural Finance B.V., Gas Natural Capital Markets, S.A. (each an Issuer and, together, the Issuers)
and Gas Natural SDG, S.A. (the Guarantor or Gas Natural SDG and, together with its consolidated  subsidiaries, Gas
Natural or the Group) accept responsibility for the information contained in this Base Prospectus. Having taken all
reasonable care to ensure that such is the case, the information contained in this Base Prospectus is, to the best of the
knowledge of each of the Issuers and the Guarantor, in accordance with the facts and contains no omission likely to
affect the import of such information.

This Base Prospectus is to be read in conjunction with all documents that are deemed to be incorporated
herein by reference in it (see Documents Incorporated by the Reference  below).

References herein to Conditions are to the Terms and Conditions of Notes Issued by Gas Natural Finance
B.V. or to the Terms and Conditions of Notes Issued by Gas Natural Capital Markets, S.A., as the case may be.

To the fullest extent permitted by law, none of the Dealers or the Arranger accept any responsibility for
the contents of this Base Prospectus or for any other statement, made or purported to be made by the Arranger or a
Dealer or on its behalf in connection with the Issuer, the Guarantor, or the issue and offering of the Notes. The
Arranger and each Dealer accordingly disclaims all and any liability whether arising in tort or contract or
otherwise (save as referred to above) which it might otherwise have in respect of this Base Prospectus or any such
statement.

No person is or has been authorised to give any information or to make any representation not contained
in or not consistent with this Base Prospectus or any other information provided in connection with the
Programme or any Notes and, if given or made, such information or representation must not be relied upon as
having been authorised by the Issuers, the Guarantor or any of the Dealers.

Neither this Base Prospectus nor any other information supplied in connection with the Programme or
any Notes (i) is intended to provide the basis of any credit or other evaluation or (ii) should be considered as a
recommendation or as constituting an invitation or offer by the Issuers, the Guarantor or any of the Dealers that
any recipient of this Base Prospectus or any other information supplied in connection with the Programme or any
Notes should purchase any Notes. Each investor contemplating purchasing Notes should make its own
independent investigation of the affairs, and its own appraisal of the creditworthiness, of the Issuers and/or the
Guarantor. Neither this Base Prospectus nor any other information supplied in connection with the Programme or
any Notes constitutes an offer by or on behalf of the Issuers and/or the Guarantor or any of the Dealers to any
person to subscribe for or to purchase any Notes.

The delivery of this Base Prospectus does not at any time imply that the information contained herein
concerning the Issuers and/or the Guarantor is correct at any time subsequent to the date hereof or that any other
information supplied in connection with the Programme is correct as of any time subsequent to the date indicated
in the document containing the same. The Dealers expressly do not undertake to review the financial condition or
affairs of the Issuers and/or the Guarantor during the life of the Programme. Investors should review, inter alia,
the most recent financial statements of the Issuers and the Guarantor when deciding whether or not to purchase
any of the Notes.

The distribution of this Base Prospectus and the offer or sale of Notes may be restricted by law in certain
jurisdictions. Persons into whose possession this Base Prospectus or any Notes come must inform themselves
about, and observe, any such restrictions. The Issuers, the Guarantor, the Arranger and the Dealers do not
represent that this Base Prospectus may be lawfully distributed, or that any Notes may be lawfully offered, in
compliance with any applicable registration or other requirements in any such jurisdiction, or pursuant to an
exemption available thereunder, or assume any responsibility for facilitating any such distribution or offering. In
particular, no action has been taken by the Issuers, the Guarantor, the Arranger or the Dealers that would permit a
public offering of any Notes or distribution of this document in any jurisdiction where action for that purpose is
required. Accordingly, no Notes may be offered or sold, directly or indirectly, and neither this Base Prospectus
nor any advertisement or other offering material may be distributed or published in any jurisdiction, except under
circumstances that will result in compliance with any applicable laws and regulations. In particular, the Notes
have not been and will not be registered under the United States Securities Act 1933, as amended, (the Securities
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Act) and are subject to U.S. tax law requirements. In particular, there are restrictions on the distribution of this
Base Prospectus and the offer or sale of Notes in the United States, the European Economic Area (including the
United Kingdom, The Netherlands and Spain) and Japan, see Subscription and Sale .

IN CONNECTION WITH THE ISSUE OF ANY TRANCHE OF NOTES, THE DEALER OR
DEALERS (IF ANY) NAMED AS THE STABILISING MANAGER(S) (OR PERSONS ACTING ON
BEHALF OF ANY STABILISING MANAGER(S)) IN THE APPLICABLE FINAL TERMS MAY OVER-
ALLOT NOTES OR EFFECT TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET
PRICE OF THE NOTES AT A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE
PREVAIL. HOWEVER, THERE IS NO ASSURANCE THAT THE STABILISING MANAGER(S) (OR
PERSONS ACTING ON BEHALF OF A STABILISING MANAGER) WILL UNDERTAKE
STABILISATION ACTION. ANY STABILISATION ACTION MAY BEGIN ON OR AFTER THE DATE
ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THE TERMS OF THE OFFER OF THE
RELEVANT TRANCHE OF NOTES IS MADE AND, IF BEGUN, MAY BE ENDED AT ANY TIME,
BUT IT MUST END NO LATER THAN THE EARLIER OF 30 DAYS AFTER THE ISSUE DATE OF
THE RELEVANT TRANCHE OF NOTES AND 60 DAYS AFTER THE DATE OF THE ALLOTMENT
OF THE RELEVANT TRANCHE OF NOTES. SUCH STABILISING SHALL BE IN COMPLIANCE
WITH ALL APPLICABLE LAWS, REGULATIONS AND RULES.

In this Offering Circular, unless otherwise specified or the context otherwise requires, references to U.S.
dollars and U.S.$ are to the currency of the United States of America, references to Yen are to the currency of
Japan and references to Sterling are to the currency of the United Kingdom. References to euro and to  are to
the currency introduced at the start of the third stage of European economic and monetary union pursuant to the
Treaty establishing the European Community, as amended.
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OFFERING CIRCULAR

This Base Prospectus has been prepared for the purpose of seeking admission of the Notes on the Official
List and to trading on the Regulated Market of the London Stock Exchange. The Base Prospectus also comprises
an offering circular (together with all information incorporated by reference in the Offering Circular from time to
time as set out under Documents Incorporated by Reference ) (the Offering Circular), which has been prepared
for the purpose of the offering of Notes from time to time in accordance with applicable laws and regulations and
as further described in Subscription and Sale  Selling Restrictions . Except where the context requires
otherwise,  references to the Base Prospectus in this document shall  be deemed to be references to the Offering
Circular.

The Offering Circular may be considered an advertisement for the purposes of Article 15 of the
Prospectus Directive in certain jurisdictions in the European Economic Area.

In contrast with the Base Prospectus (as described above), the Offering Circular does not constitute a
prospectus for the purposes of the Prospectus Directive.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents shall be deemed to be incorporated in, and to form part of, this Base
Prospectus:

(a) the annual reports of the Guarantor for the years ended 31 December 2008 and 2007, which reports
include the audited consolidated annual accounts of the Guarantor, the auditor s reports and the
directors  reports thereon in relation to the years ended 31 December 2008 and 2007;

(b) the annual reports of Unión Fenosa, S.A. for the years ended 31 December 2008 and 2007, which
reports include the audited consolidated annual accounts of Unión Fenosa, S.A., the auditor s reports
and the directors  reports thereon in relation to the years ended 31 December 2008 and 2007;

(c) the unaudited consolidated interim financial information of the Guarantor in relation to the nine-
month period ended 30 September 2009;

(d) the audited non-consolidated financial statements of Gas Natural Finance B.V. and the auditor s
reports thereon in relation to the years ended 31 December 2008 and 2007;

(e) the audited non-consolidated annual accounts of Gas Natural Capital Markets, S.A. and the auditor s
report thereon in relation to the years ended 31 December 2008 and 2007; and

(f) the terms and conditions relating to the Notes issued under the offering circular of Gas Natural
Finance B.V. dated 29 October 1999 and the terms and conditions relating to the Notes issued under
the base prospectus of Gas Natural Capital Markets, S.A. and Gas Natural Finance B.V. dated 2
December 2008 in relation to the Programme.

Any statement contained in a document that is deemed to be incorporated by reference herein shall be
deemed to be modified or superseded for the purpose of this Base Prospectus to the extent that a statement
contained herein modifies or supersedes such earlier statement (whether expressly, by implication or otherwise).
Any statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a
part of this Base Prospectus.  To the extent that any document or information incorporated by reference or
attached to this Base Prospectus itself incorporates any information by reference, either expressly or impliedly,
such information will not form part of this Base Prospectus for the purposes of the Prospectus Directive, except
where such information or documents are stated within this Base Prospectus as specifically being incorporated by
reference or where this Base Prospectus is specifically defined as including such information.

As long as any of the Notes are outstanding, copies of this Base Prospectus, any supplement to the Base
Prospectus and each document incorporated by reference into this Base Prospectus may be inspected, free of
charge, at the offices of each Issuer and the Guarantor and the specified office of the Agent in London, during
normal business hours (each as detailed on page 152 of this Base Prospectus).  In addition, copies of the
documents listed at sub-paragraphs (a) to (f) above can be viewed on the website of the Regulatory News Service
operated by the London Stock Exchange plc at www.londonstockexchange.com/exchange/prices-and-
news/news/market-news/market-news-home.html.

This Offering Circular (but not the Base Prospectus) should be read and construed in conjunction with
each relevant Final Terms, the most recently published audited annual financial statements, and any interim
financial statements (whether audited or unaudited) published subsequently to such annual financial statements of
the relevant Issuer, all of which shall be deemed to be incorporated in, and to form part of, this Offering Circular
(but not the Base Prospectus) (including information incorporated by reference within such documents) and which
shall be deemed to modify or supersede the contents of this Offering Circular (but not the Base Prospectus) to the
extent that a statement contained in any such document is inconsistent with such contents.

http://www.londonstockexchange.com/exchange/prices-and-
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SUPPLEMENTAL PROSPECTUS

In respect of any Notes to be admitted to the Official List and to trading on the Regulated Market of the
London Stock Exchange, if at any time the relevant Issuer or the Guarantor shall be required to prepare a
supplemental prospectus pursuant to Section 87G of the FSMA, the relevant Issuer or the Guarantor will prepare
and make available an appropriate amendment or supplement to this Base Prospectus or a further prospectus
which, in respect of any subsequent issue of Notes to be listed on the Official List and admitted to trading on the
Regulated Market of the London Stock Exchange, shall constitute a supplemental Base Prospectus as required by
the FSA and Section 87 of the FSMA.



8

KEY FEATURES OF THE PROGRAMME

The following overview does not purport to be complete and is taken from, and is qualified in its entirety
by, the remainder of this document and, in relation to the terms and conditions of any particular Tranche of
Notes, the applicable Final Terms. Words and expressions defined in Form of the Notes  and Terms and
Conditions of Notes issued by Gas Natural Finance B.V.  or Terms and Conditions of Notes issued by Gas
Natural Capital Markets, S.A. , as applicable, below shall have the same meanings in this overview.

Issuers: Gas Natural Finance B.V. and Gas Natural Capital Markets, S.A.

Guarantor: Gas Natural SDG, S.A.

Description: Euro Medium Term Note Programme

Arranger: Barclays Bank PLC

Dealers: Banco Santander, S.A.
Barclays Bank PLC
BNP Paribas
Caja de Ahorros y Monte de Piedad de Madrid
Caja de Ahorros y Pensiones de Barcelona
CALYON
Citigroup Global Markets Limited
ING Bank N.V.
J.P. Morgan Securities Ltd.
Société Générale
The Royal Bank of Scotland plc
UBS Limited

and any other dealer appointed from time to time by the Issuer either in
respect of the Programme generally in or in relation to a particular
Tranche (as defined below) of Notes only.

Agent: Citibank, N.A., London Branch

Amount: Up to euro 10,000,000,000 (or its equivalent in other currencies
calculated as described in the Programme Agreement) aggregate
principal amount of Notes outstanding at any time. The Issuers and the
Guarantor may increase the amount of the Programme in accordance
with the terms of the Programme Agreement.

Distribution: Subject to applicable selling restrictions, Notes may be distributed by
way of private or public placement and in each case on a syndicated or
non-syndicated basis.
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Currencies: Subject to any applicable legal or regulatory restrictions, such currencies
as may be agreed between the relevant Issuer, the Guarantor and the
relevant Dealer including but not limited to euro, U.S. dollars, Yen and
Sterling.

Each issue of Notes denominated in a currency in respect of which
particular laws, guidelines, regulations, restrictions or reporting
requirements apply will only be issued in circumstances which comply
with such laws, guidelines, regulations, restrictions or reporting
requirements from time to time.

Maturities: Such maturities as may be agreed between the relevant Issuer, the
Guarantor and the relevant Dealer and as indicated in the applicable
Final Terms, subject to such minimum or maximum maturities as may
be allowed or required from time to time by the relevant central bank (or
equivalent body) or any laws or regulations applicable to the relevant
Issuer, the Guarantor or the relevant Specified Currency.

Unless permitted by then current laws and regulations, where Notes have
a maturity of less than one year and either (a) the issue proceeds are
received by the relevant Issuer in the United Kingdom or (b) the activity
of issuing the Notes is carried on from an establishment maintained by
the relevant Issuer in the United Kingdom, such Notes must: (i) have a
minimum redemption value of £100,000 (or its equivalent in other
currencies) and be issued only to persons whose ordinary activities
involve them in acquiring, holding, managing or disposing of
investments (as principal or agent) for the purposes of their businesses or
who it is reasonable to expect will acquire, hold, manage or dispose of
investments (as principal or agent) for the purposes of their businesses;
or (ii) be issued in other circumstances which do not constitute a
contravention of section 19 of the Financial Services and Markets Act
2000 by the relevant Issuer.

Issue Price: Notes may be issued on a fully-paid or a partly-paid basis and at an issue
price which is at par or at a discount to, or premium over, par. The issue
price and the nominal amount of the relevant tranche of Notes will be
determined before filing of the relevant Final Terms of each tranche on
the basis of then prevailing market conditions.

Form of Notes: Each Tranche of Notes will initially be represented by a temporary
global Note (Temporary Global Note) which will:

(i) if the global Notes are intended to be issued in new global note
(NGN) form, as stated in the applicable Final Terms, be delivered
on or prior to the relevant Issue Date to a common safekeeper (the
Common Safekeeper) for Euroclear Bank SA/NV (Euroclear) and
Clearstream Banking, SA (Clearstream, Luxembourg); or

(ii) if the global Notes are not intended to be issued in NGN form, be
delivered on or prior to the relevant Issue Date to a common
depositary (the Common Depositary) for Euroclear and
Clearstream, Luxembourg.

Interests in each Temporary Global Note will be exchanged either for
interests  in  a  permanent  global  Note  (Permanent Global Note) or
definitive Notes (as indicated in the applicable Final Terms) in either
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case not earlier than 40 days after the Issue Date upon certification of
non-U.S. beneficial ownership as required by U.S. Treasury regulations.

Each Permanent Global Note will be exchangeable, unless otherwise
specified in the applicable Final Terms, in whole but not in part for
definitive Notes in accordance with its terms. Any interest in a global
Note will be transferable only in accordance with the rules and
procedures for the time being of Euroclear, Clearstream, Luxembourg
and for any other agreed clearance system as appropriate.

Fixed Rate Notes: Fixed interest will be payable on such date or dates as may be agreed
between the relevant Issuer, the Guarantor and the relevant Dealer (as
indicated in the applicable Final Terms) and on redemption.

Floating Rate Notes: Floating Rate Notes will bear interest at a rate determined either:

(i) on the same basis as the floating rate under a notional interest-rate
swap transaction in the relevant Specified Currency governed by
an agreement incorporating the 2006 ISDA Definitions (as
published by the International Swaps and Derivatives Association,
Inc., and as amended and updated as at the Issue Date of the first
Tranche of the Notes of the relevant Series); or

(ii) on the basis of a reference rate appearing on the agreed screen
page of a commercial quotation service; or

(iii) on such other basis as may be agreed between the relevant Issuer,
the Guarantor and the relevant Dealer,

as indicated in the applicable Final Terms.

The Margin (if any) relating to such Floating Rate Notes will be agreed
between the relevant Issuer, the Guarantor and the relevant Dealer for
each Series of Floating Rate Notes.

Floating Rate Notes may also have a maximum interest rate, a minimum
interest rate, or both (as indicated in the applicable Final Terms).

Interest on Floating Rate Notes in respect of each Interest Period, as
selected prior to issue by the relevant Issuer, the Guarantor and the
relevant Dealer(s), will be payable on the first day of the next Interest
Period or, in the case of the final Interest Payment Date, on the Maturity
Date specified in the applicable Final Terms and will be calculated in
accordance with the relevant Day Count Fraction or as otherwise
indicated in the applicable Final Terms.

Interest Periods for Floating
Rate Notes:

Such period(s) as the relevant Issuer, the Guarantor and the relevant
Dealer may agree (as indicated in the applicable Final Terms).

Index-Linked Notes: Payments (whether in respect of principal or interest and whether at
maturity or otherwise) in respect of Index-linked Notes will be
calculated by reference to such index and/or formula as the relevant
Issuer, the Guarantor and the relevant Dealer may agree (as indicated in
the applicable Final Terms).
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Dual Currency Notes: Payments (whether in respect of principal or interest and whether at
maturity or otherwise) in respect of Dual Currency Notes will be made
in such currencies, and based on such rates of exchange, as the relevant
Issuer, the Guarantor and the relevant Dealer may agree (as indicated in
the applicable Final Terms).

Zero Coupon Notes: Zero Coupon Notes will be offered and sold at a discount to their
nominal amount and will not bear interest other than in the case of late
payment. Zero Coupon Notes may only be offered and sold by Gas
Natural Finance B.V.

Other Notes: Terms applicable to high interest Notes, low interest Notes, step-down
Notes, Partly Paid Notes and any other type of Note that the relevant
Issuer and any Dealer or Dealers may agree to issue under the
programme  will  be  set  out  in  the  relevant  Final  Terms  and/or
supplemental Prospectus as applicable.

Redemption: The Final Terms relating to each Tranche of Notes will indicate either
that such Notes cannot be redeemed prior to their stated maturity (other
than in specified instalments (see below) or for taxation reasons or
following an Event of Default) or that such Notes will be redeemable
prior to their stated maturity at the option of the relevant Issuer and/or
the Noteholders upon giving not less than 30 nor more than 60 days
irrevocable notice (or such other notice period (if any) as is indicated in
the applicable Final Terms) to the Noteholders or the relevant Issuer and
the Guarantor, as the case may be, on a date or dates specified prior to
such stated maturity and at a price or prices and on such terms as are
indicated in the applicable Final Terms.

The Final Terms may provide that such Notes may be redeemable in two
or more instalments of such amounts and on such dates as are indicated
in the applicable Final Terms.

Notes which have a maturity of less than one year may be subject to
restrictions on their denomination and distribution, see Maturities .

Denominations of Notes: Definitive Notes will be in such denominations as may be specified in
the relevant Final Terms, save that: (i) the minimum denomination of
each Note will be such amount as may be allowed or required, from time
to time, by the relevant regulatory authority or any laws or regulations
applicable to the relevant Specified Currency; and (ii) the minimum
denomination of each Note admitted to trading on a regulated market
within the European Economic Area or offered to the public in a
Member State of the European Economic Area in circumstances that
require the publication of a prospectus under the Prospectus Directive
will be euro 50,000 (or its equivalent in any other currency as at the date
of issue of the Notes).

So long as the Notes are represented by a temporary Global Note or
permanent Global Note and the relevant clearing system(s) so permit,
the Notes will be tradeable only (a) if the Specified Denomination stated
in the relevant Final Terms is euro 50,000 (or its equivalent in another
currency) , in the authorised denomination of euro 50,000 (or its
equivalent in another currency) and integral multiples of euro 50,000 (or
its equivalent in another currency) thereafter, or (b) if the Specified
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Denomination stated in the relevant Final Terms is euro 50,000 (or its
equivalent in another currency) and integral multiples of euro 1,000 (or
its equivalent in another currency) in excess thereof , in the minimum
authorised denomination of euro 50,000 (or its equivalent in another
currency) and higher integral multiples of euro 1,000 (or its equivalent
in another currency), notwithstanding that no definitive notes will be
issued with a denomination above euro 99,000 (or its equivalent in
another currency).

Taxation on Notes issued by
Gas Natural Finance B.V.:

Subject to certain exceptions, all payments in respect of Notes issued by
Gas Natural Finance B.V. will be made without deduction for or on
account of withholding taxes.  See Condition 10 (Taxation), Taxation
and Disclosure of Noteholder Information in Connection with the
Notes Taxation in The Netherlands Issues by Gas Natural Finance
B.V.  and Taxation in Spain Payments under the Guarantee .

Taxation on Notes issued by
Gas Natural Capital
Markets, S.A.:

Unless otherwise required by law, all payments in respect of the Notes
issued by Gas Natural Capital Markets, S.A. will be made without
deduction for, or on account of, withholding taxes imposed by Spain.  In
the event that any such deduction is made, Gas Natural Capital
Markets, S.A. or, as the case may be, the Guarantor, will, save in certain
circumstances provided in Condition 10 (Taxation), be required to pay
additional amounts to cover any amounts so deducted.

Under Spanish law, income in respect of the Notes issued by Gas
Natural Capital Markets, S.A. will be subject to withholding tax in
Spain, currently at the rate of 18 per cent. in the case of individual
Noteholders who are resident in Spain.  In addition, holders who fail to
provide information regarding their identity and tax residence will also
receive payments subject to Spanish withholding tax, as will Spanish-
resident legal entities subject to Spanish corporation tax, if the Spanish
tax authorities determine that the Notes do not comply with the relevant
exemption requirements.  In such circumstances, neither Gas Natural
Capital Markets, S.A. nor the Guarantor would be required to pay
additional amounts in respect of such withholding tax.

See Condition 10 (Taxation) for further information on the
circumstances in which neither Gas Natural Capital Markets, S.A. nor
the Guarantor shall be required to pay additional amounts in respect of
withholding tax and Risk Factors  Risks Relating to Withholding Tax
and Taxation and Disclosure of Noteholders Information in Connection
with the Notes  for further general information regarding withholding
tax.

Disclosure of identity of
Noteholders:

Under Law 13/1985 (as defined in Terms and Conditions of Notes
issued by Gas Natural Capital Markets, S.A. ) the Guarantor is obliged
to disclose to the Spanish tax and financial supervisory authorities
certain information in relation to the identity and residence of the
holders of listed Notes. For a description of certain agreed procedures in
relation to the collection of such details, see Taxation and Disclosure of
Noteholder Information in Connection with the Notes . See also Risk
Factors Risks Relating to Procedures for Collection of Noteholders
details .
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Status of the Notes: The Notes will constitute direct, unconditional, unsubordinated and
(subject to the Negative Pledge referred to below) unsecured obligations
of each Issuer and will rank pari passu without any preference among
themselves and (subject to any applicable statutory exceptions) at least
pari passu with all other present and future unsecured and
unsubordinated obligations of the relevant Issuer.

Status of the Guarantee: The Notes will be unconditionally and irrevocably guaranteed by the
Guarantor pursuant to a deed of guarantee (the Deed of Guarantee).

The obligations of the Guarantor under the Deed of Guarantee will
constitute direct, unconditional unsubordinated and (subject to Condition
4) unsecured obligations of the Guarantor and (subject to any applicable
statutory exceptions) will rank at least pari passu with all other present
and future outstanding, unsecured and unsubordinated obligations of the
Guarantor.

Cross-Default: The  Notes  will  contain  a  cross-default  in  respect  of  Relevant
Indebtedness (as defined in Condition 4) of the relevant Issuer or the
Guarantor and certain of their subsidiaries.

Negative Pledge: The Notes will have the benefit of a negative pledge in respect of
Relevant Indebtedness of the relevant Issuer, the Guarantor and certain
of their subsidiaries. The negative pledge is subject to permitted security
interests which include, but are not limited to, certain security interests
created in respect of the project finance activities of the Group.  For the
details of the negative pledge provision, please refer to Condition 4 of
the relevant terms and conditions (as set out in this Base Prospectus).

Rating: Notes issued under the Programme may be rated or unrated. Where a
Tranche of Notes is rated, such rating will be specified in the relevant
Final  Terms.  A security  rating  is  not  a  recommendation  to  buy,  sell  or
hold securities and may be subject to revision, suspension or withdrawal
at any time by the relevant rating organisation.

Listing and Admission to
Trading:

Application has been made for the Notes to be admitted to listing on the
Official  List  and  to  trading  on  the  Regulated  Market  of  the  London
Stock Exchange. The Notes may also be admitted to listing, trading
and/or quotation by any other listing authority, stock exchange and/or
quotation system as may be agreed between the relevant Issuer, the
Guarantor and the relevant Dealer in relation to each issue.

Unlisted Notes may also be issued by Gas Natural Finance B.V. but not
by Gas Natural Capital Markets, S.A.

The Final Terms relating to each issue will  state whether or not and, if
so, on which stock exchange(s) the Notes are to be listed.

Governing Law: Save as defined in the paragraph below, the conditions of the Notes will
be governed by, and construed in accordance with, English law.

In relation to Notes issued by Gas Natural Capital Markets, S.A.,
Condition 2 (Status of the Notes) and Condition 3 (Status of the Deed of
Guarantee), and the provisions of Condition 12 (Syndicate of
Noteholders) relating to the appointment of the Commissioner and the
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constitution of the Syndicates of Noteholders, will be governed by
Spanish law. In addition, the Notes will be issued in accordance with the
formalities prescribed by Spanish companies law.

Selling Restrictions: There are local and worldwide selling restrictions in relation to the laws
of the United States (TEFRA D, Regulation S, Category II, not 144A),
the European Economic Area (including the United Kingdom, Spain and
The  Netherlands)  and  Japan  and  such  other  restrictions  as  may  be
required in connection with the offering and sale of a particular Tranche
of Notes. See Subscription and Sale  below.

Redenomination: The applicable Final Terms may provide that certain Notes may be
redenominated in euro. If so, the wording of the redenomination clause
will be set out in full in the relevant Final Terms.
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RISK FACTORS

Risks Relating to Gas Natural s Business

The Uncertain Macroeconomic Climate

The global economy and the global financial system have recently experienced a period of significant
turbulence and uncertainty, including a very severe dislocation of the financial markets that began in August 2007.
This dislocation has severely restricted general levels of liquidity and the availability of credit and the terms on
which credit is available.  It has also increased the financial burden on Gas Natural s domestic and institutional
customers, degrading their credit quality, reducing their spending capacity and negatively affecting consumer
demand.  This crisis in the financial system has led the governments of many developed economies to inject
liquidity into the financial system and to require (and participate in) the recapitalisation of the finance sector to
reduce the risk of failure of certain large institutions, to attempt to safeguard the flow of credit to businesses and
to seek to return confidence to the market.

Despite this intervention, the volatility and market disruption in the financial sector have continued to reach
levels unprecedented in recent history.  This market dislocation has also been accompanied by recessionary
conditions and trends in many economies throughout the world, including Spain.  There is increasing concern of a
deep and prolonged global recession. Continued deterioration in the Spanish and other economies throughout the
world negatively affects business and consumer confidence, unemployment trends, the state of the housing
market, the commercial real estate sector, the state of the equity, bond and foreign exchange markets, counterparty
risk, inflation, the availability and cost of credit, transaction volumes in key markets and the liquidity of the global
financial markets, all of which could have a material adverse effect on the business, financial condition and results
of operations of Gas Natural.

Gas Natural is not able to predict how the economic cycle is likely to develop in the short term or the
coming years or whether there will be a further deterioration in this recessive phase of the global economic cycle.
Any further deterioration or continuation of the current economic situation in the markets in which Gas Natural
operates could decrease the revenues, increase the bad debt exposure and increase the financing costs of the
Group, any of which could have a material adverse effect on the business, prospects, financial condition and
results of operations of Gas Natural.

Business Strategy

Given the risks to which Gas Natural is exposed and the uncertainties inherent in its business activities, Gas
Natural can provide no assurance that it will be able to implement its business strategy successfully.  Were Gas
Natural to fail to achieve its strategic objectives, or if those objectives, once attained, did not generate the benefits
initially anticipated, its business, financial condition and results of operations may be adversely affected, perhaps
significantly. Gas Natural s ability to achieve its strategic objectives is subject to a variety of risks, including the
following specific risks:

 an inability to increase the number of supply points in Europe and Latin America because Gas Natural
is prevented from expanding its distribution networks in those countries in line with our strategic plan;

 stagnation in the number of customers due to a lack of success in the marketing campaigns targeted at
gas and electricity consumers;

 an inability to achieve the desired level of flexibility and diversification in gas supplies and access to
gas reserves;

 the inclusion of "take-or-pay" clauses in supply contracts, potentially imposing an obligation on Gas
Natural to pay for a larger volume of gas than it requires;

 a lack of success in integrating the businesses of Gas Natural and Unión Fenosa, S.A. (Unión
Fenosa);
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 a lack of success in consolidating the electricity generation business in Spain based on incentives for
subsidised technologies; and

 an inability to consolidate Gas Natural s multiservice business strategy or to increase the current rate
of multi-product contracts per customer.

Regulatory Risk

Gas Natural and its subsidiaries are obliged to comply with legal rules and regulations applying to the
natural gas and electricity sectors.  In particular, gas and electricity distribution are regulated businesses in most of
the countries in which Gas Natural carries out these activities.

The laws and regulations governing the natural gas and electricity sectors in the countries where Gas
Natural operates are typically subject to periodic review by the regulatory authorities.  Following such reviews, or
as a result of the approval of new regulations, the regulatory frameworks prevailing in those jurisdictions, along
with the interpretation of the applicable rules, may be modified, and such modifications may be significant in
certain instances.  The introduction of such modifications may impact the existing remuneration scheme for
regulated activities, as well as operating, capital and raw material costs and efficiency incentives, amongst other
fundamental factors, all of which could have an adverse effect on Gas Natural s subsidies, business, financial
condition and results of operations.

Although Gas Natural considers that it is, in all material respects, in compliance with the laws governing its
activities, it is subject to a complex set of laws across various jurisdictions.  If the competent public or private
sector bodies were to interpret or apply such laws in a manner contrary to Gas Natural s interpretation of them,
such compliance could be questioned or challenged and, if any non-compliance were to be alleged or proven, it
could have a material adverse effect on Gas Natural s subsidies, business, prospects, financial condition and
results of operations.

Furthermore, given the regulated nature of some of the gas and electricity sectors in which Gas Natural
operates, some of its activities are subject to obtaining the relevant concessions, licences or other administrative
authorisations, which generally take a long time to obtain.  Operating without obtaining necessary permits can be
penalised with sanctions.  In addition, the remuneration of gas and electricity distribution is subject to standard
arrangements established in the regulatory frameworks of the countries where Gas Natural operates.

The return on, and performance of, Gas Natural s investments in regulated jurisdictions are therefore
conditional on obtaining and maintaining the relevant administrative concessions authorisations in the medium
and long term, which, in many cases, is outside of Gas Natural s control.  Any new political, social or economic
conditions in these jurisdictions could affect the stability of Gas Natural s contracts, concessions licences or other
administrative authorisations, have unforeseeable consequences for Gas Natural s business plan and adversely
affect the remuneration of Gas Natural s regulated activities (and return on investment) in such jurisdictions.

In addition, it should be noted that many of Gas Natural s concessions are subject to the fulfilment of
certain commitments which, if not met, can lead to sanctions, a reduction in remuneration, revocation of the
concessions and enforcement of any guarantees or surety bonds provided, which could adversely impact the return
on Gas Natural s investments and, as a result, its business, financial condition and results of operations.

Level of Competitiveness in Supply Activities in the Gas and Electricity Market

Gas Natural operates in a highly competitive environment with respect to its positioning in the gas and
power markets in the different countries where it carries on its business.  In particular, the liberalisation processes
that have taken place in energy markets both in Spain and in other key markets have had a negative impact on
energy prices and on the market share of retail supply, especially in the gas business.  Gas Natural may continue
to lose market share due to the entry of new suppliers into the market (such as Société Nationale pour la Recherche,
la Production, le Transport, la Transformation, et la Commercialisation des Hydrocarbures s.p.a. (Sonatrach) or other
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participants in Medgaz, S.A.) or to existing suppliers.  A further decline in market share could have a significant
adverse effect on Gas Natural s business, financial condition and results of operations.

In the electricity industry, liberalisation has led to increased competition as a result of consolidation and the
entry of new market participants in the European Union electricity markets, including the Spanish electricity
market.  The liberalisation of the electricity industry in the European Union has also led to lower electricity prices
in some market segments as a result of the entry of new competitors and cross-border energy suppliers and the
establishment of European electricity exchanges, which in turn has led to increased liquidity in the electricity
markets.  This liberalisation of the electricity market means that many areas of Gas Natural s business must
develop in a more competitive environment.  If Gas Natural is not able to adapt to or manage adequately this
competitive market, its business, financial condition and results of operations might be adversely affected.

Execution of Divestments

On 11 February 2009, the Spanish National Competition Commission (Comisión Nacional de Competencia
or CNC) authorised Gas Natural s acquisition of Unión Fenosa subject to certain undertakings presented by Gas
Natural and accepted by the CNC.  On 17 February 2009, the Spanish Ministry for Economy and Taxation
resolved not to refer the matter to the Spanish Council of Ministers and the authorisation from the CNC therefore
became definitive and binding on that date.  Pursuant to these undertakings, Gas Natural has agreed that, within a
limited timeframe, it will dispose of:

 600,000 gas distribution connection points (equivalent to approximately 9% of the national total,
according to the CNC) through the sale of complete gas distribution networks in Spain;

 the portfolio of customers residential, commercial and small- and medium-sized companies
associated with such gas distribution connection points (approximately 600,000 customers);

 2,000 MW of installed capacity of combined cycle technology; and

 Gas Natural s participation in Enagás.

In addition, Gas Natural agreed to ensure that Unión Fenosa Gas Comercializadora, S.A. continues to
operate autonomously with regard to the supply of gas to third parties in Spain, and to remove from the Board of
Directors of Compañía Española de Petróleos, S.A. (CEPSA), the Director appointed by Unión Fenosa, within
one month of its takeover of Unión Fenosa.

Further,  for as long as Repsol YPF, S.A. (Repsol YPF) (which competes with CEPSA in the oil market)
has an interest in Gas Natural of more than 15%, Gas Natural has undertaken to reduce its ties with CEPSA by:

 refraining from exercising its right to nominate members of the Board of Directors of CEPSA;

 refraining from requesting confidential commercial or industrial information regarding CEPSA in its
capacity as shareholder; and

 ensuring that Repsol YPF, through its interest in Nueva Generadora del Sur, S.A., does not gain access
to confidential commercial or industrial information on the CEPSA petrochemical complex in San
Roque.

The sale of the required assets is subject to review by the CNC and Gas Natural s undertakings to the CNC
may be challenged by its competitors and other third parties with a legitimate interest in the subject matter.  Gas
Natural can provide no assurance that it will be able to complete the required divestitures within the required
timeframes or at all or that, if completed, such divestitures will be on favourable terms.  Any failure to sell such
assets within the required timeframes could result in the approval of the acquisition being revoked, the imposition
of fines (which may be substantial), the forced sale of assets within a limited timeframe and/or the imposition of
other obligations of a regulatory nature.  Any such failure, or a failure to sell such assets on favourable terms,
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could have a material adverse effect on the business, prospects, financial condition and results of operations of
Gas Natural.  Furthermore, as Gas Natural is required to prepay certain amounts under its financing arrangements
for the Unión Fenosa acquisition using the net proceeds of sale of these assets, to the extent it is unable to
complete the required sales, or it completes them on unfavourable terms, Gas Natural may not be able to reduce
its consolidated net debt to the extent anticipated.

Gas Natural has set out a plan to effect disposals with a view to realising gross proceeds of approximately
3,000 million (including the disposals necessary to comply with the undertakings given to the CNC) by the end

of 2010.  In accordance with this plan, divestments have been completed or agreed to date with a value of
approximately 2,300 million.  However, as the gross proceeds received from any future sales will be dependent
on prevailing market conditions, competition among buyers for such assets and other factors, many of which will
be beyond Gas Natural s control, Gas Natural can give no assurance regarding the amount of any sale proceeds or
that such proceeds will reach its estimate of the fair market value of such assets.

Finally, the rationale behind, and the express purpose of, the conditions imposed is to create effective
competition in the Spanish gas and electricity markets in relation to Gas Natural s market share.  Accordingly,
Gas Natural is likely to face increased competition in these markets, and may not be successful in retaining all of
those customers that it does not transfer as part of the required divestments.  Any loss of market share in the gas
and electricity markets in Spain, Gas Natural s primary markets, could have a material adverse effect on its
business, prospects, financial condition and results of operations.

Operating Risks

Gas Natural s operations are subject to certain inherent risks, including pipeline ruptures, breakdowns
affecting our electricity generation assets and liquefied natural gas (LNG) tankers, explosions, pollution, release
of toxic substances, fires, adverse weather conditions, failure by gas and fuel suppliers or other third parties to
fulfil contractual obligations, sabotage, accidental damage to its gas distribution network or electricity generation
assets and other hazards and force majeure events, any of which could result in personal injury and/or damage to,
or the destruction of, Gas Natural s facilities and other properties or an interruption in gas supply and/or electricity
generation.  By way of illustration, during the last two years, Gas Natural has experienced certain incidents at its
combined cycle generation plants that resulted in a temporary suspension of electricity generation.  Furthermore,
if operations at compression stations on the Europe-Maghreb pipeline were to be interrupted, suppliers may notify
Gas Natural of a reduction in supply levels or seek to enforce force majeure provisions with a view to terminating
the corresponding supply agreements.  Gas Natural is not generally able to predict the occurrence of these or
similar events and they may cause unanticipated interruptions in its gas supply and electricity generation
activities.  While Gas Natural seeks to obtain insurance cover for risks such as damage to property and loss of
profit, its financial condition and results of operations may be adversely affected to the extent any losses are
uninsured, exceed the applicable limitations under its insurance policies or are subject to the payment of an excess
towards the insured amount or to the extent the premiums payable in respect of such policies are increased as a
result of insurance claims.

Gas Natural enters into long-term gas supply contracts and, consequently, its gas supply is subject to the
risk of non-fulfilment by its contractual counterparties.  In the event that sufficient gas is not supplied to Gas
Natural due to the failure of a counterparty to deliver contracted amounts of gas or for any other reason, Gas
Natural could be required to seek alternative sources of gas in order to ensure continued supply.  This may require
purchases on the spot  market (a non-organised market aimed at short-term trading in gas, primarily LNG), to
acquire the gas required.  Such spot  purchases may only be available on more expensive terms than under the
current supply contracts to which Gas Natural is party, and this cost may not be recoverable under such contracts.
Gas Natural cannot provide any assurance that, in such circumstances, it would be able to acquire the gas needed
to guarantee supply on reasonable terms, or at all, and any failure to do so could have a negative effect on its
business, financial condition and results of operations.

Additionally, Gas Natural may be subject to civil liability claims for personal injury and/or other damages
caused in the ordinary pursuit of its activities, such as failures in its distribution network, gas explosions, pollution
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or toxic spills or incidents with its generating plants.  Such claims could result in the payment of compensation
under the laws of certain countries where Gas Natural operates, which could give rise, to the extent its civil
liability insurance policies contracted do not cover the damages, to material adverse effects on Gas Natural s
business, financial condition and results of operations.

Risks Relating to Litigation and Arbitration

The sectors in which Gas Natural operates have in recent years grown more litigious, as a result of the
volatility of fuel prices and greater competition in the liberalised market, amongst other factors, and Gas Natural
and its subsidiaries are currently involved in a number of judicial, arbitration and regulatory proceedings.  An
adverse outcome in one or more of those proceedings (including out-of-court settlements) could have a material
adverse effect on Gas Natural s business, financial condition and results of operations.   See Litigation and
Arbitration  at pages 121 to 123 below.

Gas Natural is Exposed to Price Variations in Crude Oil, Natural Gas and Electricity

A significant portion of Gas Natural s operating expenses relate to the purchase of natural gas and LNG for
commercialisation in the regulated and deregulated markets in which we operate and for fuelling our combined
cycle plants for electricity generation.  Although the prices that Gas Natural charges its gas customers generally
reflect the market price of natural gas, in highly volatile market conditions the adjustments it makes to its sale
prices may not fully reflect the changes in the cost of natural gas supplies.  In addition to increasing the costs in
Gas Natural s natural gas business, higher gas prices can also inflate its electricity generation costs, as natural gas
is used to fuel its combined cycle plants.

The prices for such commodities have historically fluctuated and Gas Natural cannot be certain that prices
will remain within projected levels.  2008, for example, saw a significant increase in the volatility of the price of
oil and its derivatives.  The annual average price of a barrel of Brent crude oil rose by 34.4% from US$72.39 in
2007 to US$97.26 in 2008, but fell back to an average of US$44.46 during the first three months of 2009 (source:
BP Trading Conditions Update Crude oil and natural gas markers archive).  Natural gas prices are also
influenced by geopolitical factors, including but not limited to, increased demand in China and India and the
uncertainty of supply associated with the continuing political instability in certain parts of the Middle East.

Gas Natural s business activities include wholesale natural gas sales to electricity producers and others.
With respect to such transactions, its results of operations are likely to depend largely, upon prevailing market
prices in regional markets and other competitive markets.  These market prices may fluctuate substantially over
relatively short periods of time.  As a result, Gas Natural s natural gas wholesale business is exposed to risks of
fluctuating commodity prices and movements in the price of electricity.

Variations in commodity prices could have a material adverse effect on Gas Natural s results of operations
to the extent it is not able to pass on increases in generation and operating costs to its gas and electricity customers
(in the case of commodity price increases) or to negotiate a decrease in wholesale prices with its suppliers (in the
case of commodity price decreases), or otherwise to offset such variations through hedging arrangements and
other risk management techniques.

Gas Volume Risks

Most purchases of natural gas and LNG are made pursuant to long-term contracts with clauses (commonly
known as take-or-pay  clauses) that require Gas Natural to purchase a certain amount of natural gas and LNG
during specified contract periods.  Pursuant to these contracts, even if Gas Natural requires less than the minimum
contracted amount, it is still contractually bound to pay for the minimum contracted amount, thereby paying for an
amount of gas or LNG that is greater than its operational needs.  When Gas Natural enters into take-or-pay
contracts, it negotiates the minimum contracted amount based on forecasts of its anticipated future needs.  Such
forecasts are based on previous experience and the information then available to Gas Natural, but actual volume
requirements may prove to be lower than those projected at the time the contracts are entered into.  Any
significant variation in the forecast levels of demand could result in Gas Natural being required to pay for
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quantities of natural gas that exceed its actual needs, regardless of whether it elects to take delivery of the excess
quantities of gas which could, in turn, have a material adverse effect on Gas Natural s operational costs.

Environmental Protection Regulations

Gas Natural is subject to extensive environmental protection regulations that require, among other things,
the preparation of environmental impact studies, the maintenance of relevant authorisations, licences and permits
and the fulfilment of certain other requirements.  Amongst others, Gas Natural is subject to the risk that:

 its environmental protection studies may not be approved by the regulatory authorities;

 required environmental authorisations and licences may not be granted or may be revoked due to a
breach of the conditions imposed by such authorisations;

 public opinion may not be in favour of projects proposed by Gas Natural, which may lead to the
projects suffering delays or being cancelled; and

 applicable regulations or their interpretation by regulatory authorities may undergo modification or
change, which could result in increased costs or time required to ensure compliance.

In recent years, environmental protection laws have become more onerous in many countries in which Gas
Natural  operates.   Although  Gas  Natural  considers  that  it  has  carried  out  all  necessary  actions  to  comply  with
applicable laws, any modification to or unforeseen application of such laws may require significant investments
for continued compliance, may increase the cost of starting up combined cycle plants and may have an adverse
effect on Gas Natural s industrial customers who purchase gas for their businesses, with the possible consequence
of declining consumption of gas and electricity.

In addition, since 2002, certain European directives have been implemented into Spanish law that have
affected Gas Natural s activities (in particular, its electricity generation activities) by limiting emissions of
atmospheric pollutants from large-scale power plants in Spain.  These limitations are established in Spain and
other countries through so-called National Assignment Plans for carbon dioxide emission rights.  Pursuant to
Spain s Second National Assignment Plan for Emission Rights (Segundo Plan Nacional de Asignación de
Derechos de Emisión), Gas Natural has been assigned carbon dioxide emission rights allocations at no cost for
periods from 2005 to 2007 (Phase I) and 2008 to 2012 (Phase II).   In Phase I,  Gas Natural s actual  emissions
exceeded its assigned rights and Gas Natural was therefore required to acquire additional carbon dioxide emission
rights  in  the  market.   Gas  Natural s  forecasted  emissions  for  Phase  II  are  also  expected  to  exceed  the  quota  of
emission rights allocated for the period and, in 2008 and 2009, Gas Natural acquired additional emission rights in
the market to cover its annual shortfall.  Gas Natural anticipates that it will continue to be a net purchaser of
emission rights during the remainder of Phase II to cover the actual emissions of its generation plants in Spain.
Gas Natural can give no assurance that it will be able to buy a sufficient number of emission rights on satisfactory
terms, or at all and any failure to do so could result in the payment of fines per metric tonne of excess pollutant.

Moreover, pursuant to Royal Decree Law 3/2006 (in relation to the years 2006 and 2007) and Royal Decree
Law 11/2007 (in relation to the period 2008 to 2012), electricity producers are required to pay an amount (via
payment or a reduction of the recognised tariff deficit) substantially equal to the value of all emission rights
awarded without charge in the corresponding financial years.  Pursuant to the applicable regulations developing
these laws, we have been required to pay an amount of 60 million in respect of the 2006 financial year.  No
specific regulations in respect of subsequent years have yet been published.  Although the majority of companies
active in the electricity generation market have challenged these laws, the Spanish government may nevertheless
approve specific regulations or other instruments effectively applying these laws to the years 2007 and beyond.

Should any of the above-mentioned risks materialise, they could have a material adverse effect on Gas
Natural s business, prospects, financial condition and results of operations.
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Currency and Interest Rate Risks

Fluctuations in interest rates modify the fair value of our assets and liabilities that accrue a fixed interest
rate and the cash flows from assets and liabilities pegged to a floating interest rate, and accordingly, affect our
equity and profitability, respectively.  Gas Natural s floating-rate debt is primarily subject to fluctuations in the
Europe Interbank Offered Rate (EURIBOR), the London Interbank Offered Rate (LIBOR) and the indexed rates
in Argentina, Brazil, Colombia and Mexico.

Gas Natural is also exposed to risks associated with variations in currency exchange rates.  Variations in
exchange rates can affect, among other things, the value of Gas Natural s earnings and borrowings denominated in
currencies other than the euro and its operations that generate non-euro revenue, as well as the exchange value of
commodity purchases denominated in currencies other than the euro.  Fluctuations in the exchange rates between
the euro and the U.S. dollar, the currency in which Gas Natural s gas purchase obligations are denominated or
indexed, may also affect Gas Natural s financial condition and results of operations.

Although Gas Natural takes a proactive approach to the management of the above risks in order to
minimise their impact on its revenues, in some cases the policies it implements may not be effective in mitigating
the adverse effects caused by interest rate and currency fluctuations and could have an adverse impact on Gas
natural s business, financial condition and results of operations.

Construction and Development of New Infrastructure

The construction and development of natural gas supply and distribution infrastructure and the exploration,
production and sale of LNG, as well as electricity generation and distribution projects, can be time-consuming and
highly complex.  Any increase in the costs of, cancellation of and/or delay in the completion of, Gas Natural s
projects under development and projects proposed for development could have a material adverse effect on its
business, prospects, financial condition and results of operations.  In particular, if Gas Natural is unable to
complete projects under development, it may not be able to recover the costs incurred and its profitability could be
adversely affected.

Impact of Weather Conditions

The demand for electricity and natural gas is closely related to climate.  Generally, demand is higher during
the cold weather months of October through March in Europe and Mexico (or April through September in
Argentina and, to a lesser extent, Brazil) and lower during the warm weather months of April through September
in Europe and Mexico (or October through March in Argentina and, to a lesser extent, Brazil).  A significant
portion of demand for natural gas in the winter months relates to the production of electricity and heat and, in the
summer months, to the production of electricity for air-conditioning systems.  The revenues and results of
operations of Gas Natural s natural gas operations could be negatively affected by periods of unseasonable warm
weather during the autumn and winter months.  Likewise, electricity demand may decrease during mild summers
as a result of reduced demand for air-conditioning, having a negative impact on revenues generated from Gas
Natural s electricity generation and distribution businesses and our commercialisation of natural gas.

The Guarantor s operations involve hydroelectric generation in Spain and Colombia and, accordingly, the
Guarantor is dependent upon hydrological conditions prevailing from time to time in the broad geographic regions
in which its hydroelectric generation facilities are located.  If hydrological conditions result in droughts or other
conditions that negatively affect Gas Natural s hydroelectric generation business, Gas Natural s results of
operations could be materially adversely affected.

Development of Gas Natural s Electricity Activities

The success of Gas Natural s new electricity sector projects could be adversely affected by factors beyond
the control of Gas Natural, including the following:

 increases in the cost of generation, including increases in fuel costs;
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 reduced competitiveness with other technology due to an increase in the cost of electricity generation
from natural gas;

 the possibility of a reduction in the projected rate of growth in electricity usage as a result of factors
such as economic conditions;

 the implementation of energy conservation schemes;

 risks incidental to the operation and maintenance of electricity generation facilities;

 the increasing price volatility that has resulted from deregulation and changes in the market;

 surplus electricity generation capacity in the markets served by the electricity plants Gas Natural owns
or in which it has an interest;

 the imposition of new requirements by the regulatory authorities resulting from the ongoing
deregulation of the electricity sector in the jurisdictions in which Gas Natural operates; and

 alternative sources and supplies of energy becoming available due to new technologies and increasing
interest in renewable energy and cogeneration.

Exposure in Latin America

A significant portion of Gas Natural s operating income is generated by its Latin American subsidiaries.
Operations and investments in Latin America are exposed to various risks that are inherent to the region, including
risks relating to the following:

significant governmental influence over local economies;

substantial fluctuations in economic growth;

high levels of inflation;

devaluation, depreciation or over-valuation of local currencies;

exchange controls or restrictions on expatriation of earnings;

volatile domestic interest rates;

changes in governmental, fiscal, economic or tax policies;

unexpected changes in governmental regulation;

social unrest; and

general political and macro-economic instability.

Most or all of these factors have arisen at various times in the last two decades in the most important Latin
American markets, such as Argentina, Brazil, Colombia and Mexico.

Gas Natural is not able to predict reliably what impact any deterioration in economic and political
conditions in Latin America or any legal or regulatory developments affecting the Latin American countries in
which it operates could have on its subsidiaries, business, prospects, financial condition or results of operations.
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Indebtedness

The acquisition of Unión Fenosa has had a significant impact on Gas Natural s level of indebtedness, both
as a result of the 18,260 million syndicated loan used to finance the acquisition and due to the consolidation of
Unión Fenosa s debt within Gas Natural s financial statements.  At 30 September 2009, the Group had a leverage
ratio of 63.3% and net debt of 21,919 million.  As a result, the control and reduction of debt has become a
principal driver for the management of Gas Natural.  The principal measures adopted in this regard have included:

controlling investments and other payments to maximise the efficient use of resources;

ensuring that interest rates are at reasonable levels that are compatible with Gas Natural s cash flow;

restructuring Gas Natural s debt on reasonable terms and conditions, with regard to the profitability
and maturity of the Group s investments; and

focusing on the divestment of non-strategic assets (in addition to those divestments required by the
CNC).

Despite these measures, Gas Natural can provide no assurance that it will be able to meet interest and
repayment obligations on its existing debt, that it will have sufficient funds available to fund working capital and
future business activities, or that additional financing would be available should it be required.

Restrictions on the Repatriation of Profits Obtained by Overseas Subsidiaries

Any payment of dividends, distributions, loans or advances to Gas Natural by its foreign subsidiaries could be
subject to restrictions on, or taxation of, dividends or repatriation of earnings under applicable local law, monetary
transfer restrictions and foreign currency exchange regulations in the jurisdictions in which such subsidiaries operate.
Furthermore, some of Gas Natural s Latin American subsidiaries have entered into loan agreements that contain certain
restrictions on the payment of dividends and other distributions by such subsidiaries, limiting Gas Natural s ability to
freely repatriate the earnings of those companies.  If Gas Natural is unable to repatriate the earnings of its subsidiaries,
its ability to pay dividends and/or manage cash within the Group, for example to redeploy earnings in other jurisdictions
where they could be used more profitably, could be adversely impacted.

Risks Relating to Spanish Withholding Tax

Under Spanish law, income in respect of Notes issued by Gas Natural Capital Markets, S.A. will be subject
to withholding tax in Spain, currently at the rate of 18 per cent. in relation to payments to (a) individual
Noteholders who are resident in Spain (although the rate is currently expected to increase to 19% for individuals
from 1 January 2010); and (b) Noteholders in respect of whom the Guarantor does not receive such information
(which may include a tax residence certificate) concerning such Noteholder s identity and tax residence as may be
required in order to comply with Law 13/1985 (as defined in the Terms and Conditions of Notes Issued by Gas
Natural Capital Markets, S.A.) and any implementing legislation.  Neither Gas Natural Capital Markets, S.A. nor
the Guarantor will gross up payments in respect of any such withholding tax in any of the above cases (see
Terms and Conditions of Notes issued by Gas Natural Capital Markets, S.A. Taxation ).

If Notes end up being held by Spanish corporate entities there is a risk that the Spanish tax authorities may
determine that the exemption from withholding tax currently applicable to payments of interest to Spanish
corporate Noteholders (as described in Taxation and Disclosure of Information in Connection with the Notes 2.
Legal Entities with Tax Residency in Spain ), does not apply to such Notes.  If such determination were made,
Gas Natural Capital Markets, S.A. would be required to make a withholding at the applicable rate, currently 18
per cent., on payments of interest under the Notes, and no additional amounts would be payable by Gas Natural
Capital Markets, S.A. or the Guarantor in such circumstances under Terms and Conditions of Notes issued by
Gas Natural Capital Markets, S.A. Taxation  paragraph (iii).
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Risks Relating to the Procedures for the Collection of Noteholders  Details

It is expected that Gas Natural Capital Markets, S.A., the Guarantor, the Agent, the common depositary for
the Notes and Euroclear and Clearstream, Luxembourg (the Clearing Systems) will follow certain procedures to
facilitate the collection from Noteholders of the information referred to in (b) of Risks Relating to Withholding
Tax  above.  A summary of those procedures is set out in a schedule to the Agency Agreement and should be read
together with Taxation and Disclosure of Noteholder Information in Connection with the Notes .  Such
procedures may be revised from time to time in accordance with applicable Spanish laws and regulations, further
clarification from the Spanish tax authorities regarding such laws and regulations, and the operational procedures
of the Clearing Systems.  While the Notes are represented by one or more global Notes, Noteholders must rely on
such procedures in order to receive payments under the Notes free of any withholding, if applicable.  Noteholders
must seek their own advice to ensure that they comply with all applicable procedures and to ensure the correct tax
treatment of their Notes.  None of Gas Natural Capital Markets, S.A., the Guarantor, the Arranger, the Dealers, the
Paying Agents or the Clearing Systems assumes any responsibility in relation to this requirement.

Risks Relating to the Commissioner

Under Spanish law, Gas Natural Capital Markets, S.A. is required to appoint a commissioner (comisario)
(the Commissioner) in relation to its Notes.  The Commissioner owes certain obligations to the Syndicate of
Holders (as described in the Agency Agreement  Schedule 3 Part B). However, prospective investors should note
that the Commissioner will be an individual appointed by Gas Natural Capital Markets, S.A. and that such
individual may also be an employee or officer of Gas Natural Capital Markets, S.A. or the Guarantor.

Risks Relating to Spanish Insolvency Law

Law 22/2003 (Ley Concursal) dated 9 July 2003 (the Insolvency Law), which came into force on 1
September 2004, supersedes all pre-existing Spanish provisions regulating the bankruptcy and insolvency
(including suspension of payments) proceedings, including the ranking of creditors in an insolvency scenario.

The Insolvency Law provides, among other things, that: (i) any claim may become subordinated if it is not
evidenced in the debtor s records or if it is not reported to the receivers (administradores concursales) within one
month from the last publication of the court order declaring the insolvency, (ii) provisions in a contract granting
one party the right to terminate as a result of the counterparty s declaration of insolvency would, on its own, not
be enforceable, (iii) interest (other than any interest accruing under secured liabilities up to an amount equal to the
value of the asset  subject  to the security) shall  cease to accrue as from the date of the declaration of insolvency
and any amount of interest accrued up to such date (other than any interest accruing under secured liabilities up to
an amount equal to the value of the asset subject to the security) shall become subordinated.

Certain provisions of the Insolvency Law could affect the ranking of claims relating to (i) the Notes issued
by Gas Natural Capital Markets, S.A. on an insolvency of such company or (ii) the guarantee of the Notes granted
by Gas Natural SDG, S.A. on an insolvency of the guarantor.

In particular, and applying a literal interpretation to article 87.6 of the Insolvency Law, the credit rights
under the Notes issued by Gas Natural Capital Markets, S.A. may be classified as "subordinated" on the basis that
such credit rights would benefit from a guarantee granted by the parent company, Gas Natural SDG, S.A., even if
the guarantor did not, in fact, pay out any amount under the guarantee. In contrast, certain court rulings have not
followed this literal interpretation, ruling that article 87.6 of the Insolvency Law may only apply once the
guarantor has discharged the guaranteed liabilities and has been subrogated in the creditors  position.

Pursuant to the Insolvency Law, creditors whose rights derive from a Spanish public deed (escritura
pública) do not rank ahead of other creditors in an insolvency scenario.
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Risks Relating to the Notes

There is no active trading market for the Notes

Notes issued under the Programme will be new securities which may not be widely distributed and for
which there is currently no active trading market (unless, in the case of any particular Tranche, such Tranche is to
be consolidated with and form a single series with an outstanding Tranche of Notes).  If the Notes are traded after
their initial issuance, they may trade at a discount to their initial offering price, depending upon prevailing interest
rates, the market for similar securities, general economic conditions and the financial condition of the relevant
Issuer and the Guarantor.  Although applications have been made for the Notes issued under the Programme to be
admitted to listing on the Official  List  of the FSA and to trading on the Regulated Market of the London Stock
Exchange, there is no assurance that such applications will be accepted, that any particular Tranche of Notes will
be so admitted or that an active trading market will develop.  Accordingly, there can be no assurance as to the
development or liquidity of any trading market for any particular Tranche of Notes.

The Notes may be redeemed prior to maturity

In the case of any particular Tranche of Notes, the relevant Final Terms of which specify that the Notes are
redeemable at the relevant Issuer s option, in certain circumstances the relevant Issuer may choose to redeem the
Notes at times when prevailing interest rates may be relatively low.  In such circumstances, an investor may not
be able to reinvest the redemption proceeds in a comparable security at an effective interest rate as high as that of
the relevant Tranche of Notes.

Because Notes in global form are held by or on behalf of Euroclear and Clearstream, Luxembourg, investors will
have to rely on their procedures for transfer, payment and communication with the relevant Issuer and/or the
Guarantor

Notes issued under the Programme may be represented by one or more global Notes. Such global Notes
will be deposited with a common depositary or safekeeper for Euroclear and Clearstream, Luxembourg. Except in
the circumstances described in the relevant global Note, investors will not be entitled to receive definitive Notes.
Euroclear and Clearstream, Luxembourg will maintain records of the beneficial interests in the global Notes.
While the Notes are represented by one or more global Notes, investors will be able to trade their beneficial
interests only through Euroclear and Clearstream, Luxembourg.

While the Notes are represented by one or more global Notes, the relevant Issuer and the Guarantor will
discharge their payment obligations under the Notes by making payments to the common depositary for Euroclear
and Clearstream, Luxembourg for distribution to their account holders.  A holder of a beneficial interest in a
global Note must rely on the procedures of Euroclear and Clearstream, Luxembourg to receive payments under
the relevant Notes. The Issuers and the Guarantor have no responsibility or liability for the records relating to, or
payments made in respect of, beneficial interests in the global Notes.

Holders of beneficial interests in the global Notes will not have a direct right to vote in respect of the
relevant Notes. Instead, such holders will be permitted to act only to the extent that they are enabled by Euroclear
and Clearstream, Luxembourg to appoint appropriate proxies.  Similarly, holders of beneficial interests in the
global Notes will not have a direct right under the global Notes to take enforcement action against the relevant
Issuer or the Guarantor in the event of a default under the relevant Notes but will have to rely upon their rights
under the Deed of Covenant.

Risks Related to the Denominations of the Notes

In relation to any issue of Notes which under the Conditions have a minimum denomination of euro 50,000
plus a higher integral multiple of another smaller amount (or, where the specified currency is not euro, its
equivalent in the specified currency) (each, a Specified Denomination), it is possible that Notes may be traded in
the clearing systems in amounts in excess of euro 50,000 (or its equivalent in the specified currency).  In such a
case, should definitive Notes be required to be issued, a holder who, as a result of trading, holds a principal
amount of less than euro 50,000 (or its equivalent in the specified currency) in his account with the relevant
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clearing system at the relevant time may not receive all of his entitlement in the form of definitive Notes, and
consequently may not be able to receive interest or principal in respect of all of his entitlement, unless and until
such time as his holding becomes an integral multiple of a Specified Denomination.  Furthermore, at any meeting
of Bondholders while Notes are represented by a Permanent Global Bond, any vote cast shall only be valid if it is
in respect of a minimum of euro 50,000 (or its equivalent in the specified currency).

Risks Related to the Structure of a Particular Issue of Notes

A wide range of Notes may be issued under the Programme.  A number of these Notes may have features
which contain particular risks for potential investors.  Set out below is a description of the most common of such
features.

Notes subject to optional redemption by the relevant Issuer

An optional redemption feature of Notes is likely to limit their market value.  During any period when the
relevant Issuer may elect to redeem Notes, the market value of those Notes generally will not rise substantially
above the price at which they can be redeemed.  This may also be true prior to any redemption period.

The  relevant  Issuer  may  be  expected  to  redeem  Notes  when  their  cost  of  borrowing  is  lower  than  the
interest rate on the Notes.  At those times, an investor would generally not be able to reinvest the redemption
proceeds at an effective interest rate as high as the interest rate on the Notes being redeemed, and may only be
able to do so at a significantly lower rate.  Potential investors should consider reinvestment risk in light of other
investments available at that time.

Index-linked Notes and Dual Currency Notes

The relevant Issuer may issue Notes with principal or interest determined by reference to an index or
formula, to changes in the prices of securities or commodities, or to movements in currency exchange rates or
other factors (each, a Relevant Factor).  In addition, the relevant Issuer may issue Notes with principal or interest
payable in one or more currencies which may be different from the currency in which the Notes are denominated.
Potential investors should be aware that:

(i) the market price of such Notes may be volatile;

(ii) they may receive no interest;

(iii) payment of principal or interest may occur at a different time or in a different currency than
expected;

(iv) they may lose all or a substantial portion of their principal;

(v) a Relevant Factor may be subject to significant fluctuations that may not correlate with changes in
interest rates, currencies or other indices;

(vi) if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one, or contains
some other leverage factor, the effect of changes in the Relevant Factor on principal or interest
payable will be likely to be magnified; and

(vii) the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the
average level is consistent with their expectations. In general, the earlier the change in the Relevant
Factor, the greater the effect on yield.

Partly-paid Notes

The Issuers may issue Notes where the issue price is payable in more than one instalment.  Failure to pay
any subsequent instalment could result in an investor losing all or part of their investment.
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Variable Rate Notes with a multiplier or other leverage factor

Notes with variable interest rates can be volatile investments.  If they are structured to include multipliers
or other leverage factors, or caps or floors, or any combination of those features or other similar related features,
their market values may be even more volatile than those for securities that do not include those features.

Inverse Floating Rate Notes

Inverse Floating Rate Notes have an interest rate equal to a fixed rate minus a rate based upon a reference
rate such as LIBOR.  The market values of those Notes typically are more volatile than market values of other
conventional floating rate debt securities based on the same reference rate (and with otherwise comparable terms).
Inverse Floating Rate Notes are more volatile because an increase in the reference rate not only decreases the
interest rate of the Notes, but may also reflect an increase in prevailing interest rates, which further adversely
affects the market value of these Notes.

Fixed/Floating Rate Notes

Fixed/Floating Rate Notes may bear interest at a rate that the relevant Issuer may elect to convert from a
fixed  rate  to  a  floating  rate  or  from  a  floating  rate  to  a  fixed  rate.  The  relevant  Issuer s  ability  to  convert  the
interest rate will affect the secondary market and the market value of the Notes since such relevant Issuer may be
expected to convert the rate when it is likely to produce a lower overall cost of borrowing. If the relevant Issuer
converts from a fixed rate to a floating rate, the spread on the Fixed/Floating Rate Notes may be less favourable
than prevailing spreads on comparable Floating Rate Notes tied to the same reference rate.  In addition, the new
floating rate at any time may be lower than the rates on other Notes.  If the relevant Issuer converts from a floating
rate to a fixed rate, the fixed rate may be lower than the prevailing rates on its Notes.

Notes issued at a substantial discount or premium

The market values of securities issued at a substantial discount or premium from their principal amount
tend to fluctuate more in relation to general changes in interest rates than do prices for conventional interest-
bearing securities. Generally, the longer the remaining term of the securities, the greater the price volatility as
compared to conventional interest-bearing securities with comparable maturities.

EU Savings Tax Directive

Under EC Council Directive 2003/48/EC on the taxation of savings income, Member States are required to
provide to the tax authorities of another Member State details of payments of interest (or similar income) paid by
a person within its jurisdiction to an individual resident in that other Member State.  However, for a transitional
period, Belgium, Luxembourg and Austria are instead required (unless during that period they elect otherwise) to
operate a withholding system in relation to such payments (the ending of such transitional period being dependent
upon the conclusion of certain other agreements relating to information exchange with certain other countries). A
number of non-EU countries and territories including Switzerland have adopted similar measures (a withholding
system in the case of Switzerland).

If a payment were to be made or collected through a Member State opting for a withholding system, and an
amount of, or in respect of, tax were to be withheld from that payment, neither the Issuers nor any Paying Agent
nor any other person would be obliged to pay additional amounts with respect to any Note as a result of the
imposition of such withholding tax.  If a withholding tax is imposed on payment made by a Paying Agent, the
Issuers will be required to maintain a Paying Agent in a Member State that will not be obliged to withhold or
deduct tax pursuant to the Directive.

On 15 September 2008 the European Commission issued a report to the Council of the European Union on
the operation of the Directive, which included the Commission s advice on the need for changes to the Directive.
On 13 November 2008 the European Commission published a more detailed proposal for amendments to the
Directive, which included a number of suggested changes.  If any of those proposed changes are made in relation
to the Directive, they may amend or broaden the scope of the requirements described above.
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TERMS AND CONDITIONS OF NOTES
ISSUED BY GAS NATURAL FINANCE B.V.

The following is the text of the terms and conditions which, as supplemented, amended and/or replaced
by the relevant Final Terms, will be endorsed on each Note in definitive form issued by Gas Natural Finance B.V.
under the Programme. The terms and conditions applicable to any Note in global form will differ from those
terms and conditions which would apply to the Note were it in definitive form to the extent described in the Base
Prospectus dated 15 December 2009 relating to the Notes, under Form of the Notes .

Gas Natural Finance B.V. and Gas Natural Capital Markets, S.A. have established a Euro Medium Term
Note Programme (the Programme) for the issuance of up to Euro 10,000,000,000 in aggregate nominal amount of
Notes (the Notes) guaranteed by Gas Natural SDG, S.A.

Notes issued under the Programme are issued in series (each a Series) and each Series may comprise one
or more tranches (each a Tranche) of Notes. Each Tranche is the subject of final terms (the Final Terms) which
supplements these terms and conditions (the Conditions). The terms and conditions applicable to any particular
Tranche of Notes are these Conditions as supplemented, amended and/or replaced by the relevant Final Terms. In
the event of any inconsistency between these Conditions and the relevant Final Terms, the relevant Final Terms
shall prevail. All subsequent references in these Conditions to Notes  are to the Notes which are the subject of
the relevant Final Terms. The Notes are the subject of an amended and restated agency agreement dated on or
about 15 December 2009 (the Agency Agreement, which expression shall include any further amendments or
supplements thereto) and made between Gas Natural Finance B.V. (the Issuer), Gas Natural Capital Markets,
S.A.,  Gas  Natural  SDG,  S.A.  as  Guarantor  (the Guarantor), Citibank, N.A., London Branch in its capacity as
Agent (the Agent or Calculation Agent, which expressions shall include any successor to Citibank, N.A., London
Branch in its capacity as such) and the Paying Agents named therein (the Paying Agents, which expression shall
include the Agent and any substitute or additional Paying Agents appointed in accordance with the Agency
Agreement). The Notes, the Receipts and the Coupons (each as defined below) also have the benefit of a deed of
covenant (the Deed of Covenant, which expression shall include any amendments or supplements thereto) dated
on or about 15 December 2009 executed by the Issuer in relation to the Notes. The Guarantor has, for the benefit
of the holders of the Notes from time to time (the Noteholders), executed and delivered a deed of guarantee (the
Deed of Guarantee) dated on or about 15 December 2009 under which it has guaranteed the due and punctual
payment of all amounts due by the Issuer under the Notes and the Deed of Covenant as and when the same shall
become due and payable.

Interest bearing definitive Notes (unless otherwise indicated in the applicable Final Terms) have interest
coupons (Coupons) and, if indicated in the applicable Final Terms, talons for further Coupons (Talons) attached
on issue. Any reference herein to Coupons or coupons shall, unless the context otherwise requires, be deemed to
include a reference to Talons or talons. Definitive Notes repayable in instalments have receipts (Receipts) for the
payment of the instalments of principal (other than the final instalment) attached on issue.

Copies of the Deed of Covenant, the Agency Agreement, the Deed of Guarantee and the Final Terms
applicable to the Notes are available for inspection during normal business hours at the specified office of each of
the Paying Agents, save that any Final Terms relating to an unlisted Note of a Series will only be available for
inspection by a Noteholder holding one or more unlisted Notes of that Series and such Noteholder must produce
evidence satisfactory to the relevant Paying Agent as to its identity. All persons from time to time entitled to the
benefit of obligations under any Notes are deemed to have notice of, and are entitled to the benefit of, all the
provisions of the Deed of Covenant, the Agency Agreement, the Deed of Guarantee and the applicable Final
Terms, which are binding on them.

Words and expressions defined in the Deed of Covenant, the Agency Agreement, the Deed of Guarantee
or used in the applicable Final Terms shall have the same meanings where used in these Conditions unless the
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context otherwise requires or unless otherwise stated and provided that, in the event of inconsistency, the
applicable Final Terms will prevail.

1. Form, Denomination and Title

The Notes are in bearer form and, in the case of definitive Notes, serially numbered in the Specified
Currency and the Specified Denomination(s), provided that in the case of any Notes which are to be admitted to
trading on a regulated market within the European Economic Area or offered to the public in a Member State of
the European Economic Area in circumstances which require the publication of a prospectus under the Prospectus
Directive, the minimum Specified Denomination shall be euro 50,000 (or its equivalent in any other currency as at
the date of issue of those Notes). Notes of one Specified Denomination may not be exchanged for Notes of
another Denomination.

So long as the Notes are represented by a temporary Global Note or permanent Global Note and the
relevant clearing system(s) so permit, the Notes will be tradeable only (a) if the Specified Denomination stated in
the relevant Final Terms is euro 50,000 (or its equivalent in another currency) , in the authorised denomination
of euro 50,000 (or its equivalent in another currency) and integral multiples of euro 50,000 (or its equivalent in
another currency) thereafter, or (b) if the Specified Denomination stated in the relevant Final Terms is euro
50,000 (or its equivalent in another currency) and integral multiples of euro 1,000 (or its equivalent in another
currency) in excess thereof , in the minimum authorised denomination of euro 50,000 (or its equivalent in
another currency) and higher integral multiples of euro 1,000 (or its equivalent in another currency),
notwithstanding that no definitive notes will be issued with a denomination above euro 99,000 (or its equivalent in
another currency).

Definitive Notes are issued with Coupons attached, unless they are Zero Coupon Notes in which case
references to Coupons and Couponholders in these Conditions are not applicable.

Subject as set out below, title to the Notes, Receipts and Coupons will pass by delivery. Subject as set out
below, the Issuer, the Guarantor, and any Paying Agent may deem and treat (and no such person will be liable for
so deeming and treating) the bearer of any Note, Receipt or Coupon as the absolute owner thereof (whether or not
overdue and notwithstanding any notice of ownership or writing thereon or notice of any previous loss or theft
thereof) for all purposes but, in the case of any global Note, without prejudice to the provisions set out in the next
succeeding paragraph.

For so long as any of the Notes is represented by a global Note, each person who is for the time being
shown in the records of Euroclear Bank SA/NV (Euroclear)  or  of  Clearstream  Banking,  SA (Clearstream,
Luxembourg) as the holder of a particular nominal amount of Notes (in which regard any certificate or other
document issued by Euroclear or Clearstream, Luxembourg as to the nominal amount of Notes standing to the
account of any person shall be conclusive and binding for all purposes save in the case of manifest error) shall be
deemed to be the holder of such nominal amount of Notes for all purposes other than with respect to the payment
of principal or interest on the Notes, for which purpose the bearer of the relevant global Note shall be deemed to
be the holder of such nominal amount of Notes in accordance with and subject to the terms of the relevant global
Note (and the expressions Noteholder and holder of Notes and related expressions shall be construed
accordingly). Notes which are represented by a global Note will be transferable only in accordance with the rules
and procedures for the time being of Euroclear or of Clearstream, Luxembourg, as the case may be.

Any reference herein to Euroclear and/or Clearstream, Luxembourg shall, whenever the context so
permits, except in relation to Notes issued in NGN form, be deemed to include a reference to any additional or
alternative clearance system approved by the Issuer, the Guarantor and the Agent.

2. Status of the Notes

The Notes and the relative Receipts and Coupons (if any) are direct, unconditional, unsubordinated and
(subject to Condition 4) unsecured obligations of the Issuer ranking pari passu without any preference among
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themselves and (subject to any applicable statutory exceptions) at least pari passu with all other present and future
unsecured and unsubordinated obligations of the Issuer.

3. Status of the Deed of Guarantee

Deed of Guarantee

The payment of principal and interest together with all other sums payable by the Issuer in respect of the
Notes has been unconditionally and irrevocably guaranteed by the Guarantor. The obligations of the Guarantor
under the Deed of Guarantee constitute direct, unconditional, unsubordinated and (subject to Condition 4)
unsecured obligations of the Guarantor and (subject to any applicable statutory exceptions) rank pari passu with
all other present and future outstanding, unsecured and unsubordinated obligations of the Guarantor.

In the event of insolvency (concurso) of the Guarantor, under the Insolvency Law, claims under the
Guarantee relating to Notes (unless they qualify by law as subordinated credits under Article 92 of the Insolvency
Law) will be ordinary credits (créditos ordinarios) as defined in the Insolvency Law. Ordinary credits rank below
credits against the insolvency estate (créditos contra la masa) and credits with a privilege (créditos
privilegiados). Ordinary credits rank above subordinated credits and the rights of shareholders.

4. Negative Pledge

So long as any Note remains outstanding (as defined in the Agency Agreement):

(a) neither the Issuer nor the Guarantor shall create or permit to subsist any Security Interest (other than
a Permitted Security Interest) upon the whole or any part of its present or future undertaking, assets
or revenues (including uncalled capital) to secure any Relevant Indebtedness or any Guarantee of
any Relevant Indebtedness; and

(b) the Issuer and the Guarantor shall procure that none of their respective Subsidiaries will create or
permit to subsist any Security Interest (other than a Permitted Security Interest) upon the whole or
any part of its present or future undertaking, assets or revenues (including uncalled capital) to secure
any Relevant Indebtedness or any Guarantee of any Relevant Indebtedness,

without at the same time or prior thereto (i) securing the Notes equally and rateably therewith or (ii)
providing such other security for the Notes as may be approved by an Extraordinary Resolution (as
defined in the Agency Agreement) of Noteholders.

In these Conditions:

Guarantee means, in relation to any Indebtedness of any Person, any obligation of another Person to pay
such Indebtedness including (without limitation):

(i) any obligation to purchase such Indebtedness;

(ii) any obligation to lend money, to purchase or subscribe shares or other securities or to purchase
assets or services in order to provide funds for the payment of such Indebtedness;

(iii) any indemnity against the consequences of a default in the payment of such Indebtedness; and

(iv) any other agreement to be responsible for such Indebtedness;

Indebtedness means any indebtedness of any Person for money borrowed or raised including (without
limitation) any indebtedness for or in respect of:

(i) amounts raised by acceptance under any acceptance credit facility;

(ii) amounts raised under any note purchase facility;
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(iii) the amount of any liability in respect of leases or hire purchase contracts which would, in accordance
with applicable law and generally accepted accounting principles, be treated as finance or capital
leases;

(iv) the amount of any liability in respect of any purchase price for assets or services the payment of
which is deferred for a period in excess of 60 days; and

(v) amounts raised under any other transaction (including, without limitation, any forward sale or
purchase agreement) having the commercial effect of a borrowing;

Permitted Security Interest means:

(i) in relation to the Issuer or any of its Subsidiaries:

(A) any Security Interest arising by operation of law and in the ordinary course of business of the
Issuer or any of its Subsidiaries which does not (either alone or together with any one or more
other such Security Interests) materially impair the operation of such business and which has
not been enforced against the assets to which it attaches; and

(B) any Security Interest that does not fall within sub-paragraph (A) above and that secures
Relevant Indebtedness which, when aggregated with Relevant Indebtedness secured by all
other Security Interests permitted under this sub-paragraph, does not exceed euro 50,000,000
(or its equivalent in other currencies); and

(ii) in relation to the Guarantor or any of its Subsidiaries:

(A) any Security Interest in existence on 29 October 1999 to the extent that it secures Relevant
Indebtedness outstanding on such date;

(B) any Security Interest arising by operation of law and in the ordinary course of business of the
Guarantor or any of its Subsidiaries which does not (either alone or together with any one or
more other such Security Interests) materially impair the operation of such business and
which has not been enforced against the assets to which it attaches;

(C) any Security Interest to secure Project Finance Debt;

(D) any Security Interest created in respect of Relevant Indebtedness of an entity that has merged
with, or has been acquired (whether in whole or in part) by, the Guarantor or any of its
Subsidiaries, provided that such Security Interest:

(i)  was in existence at the time of such merger or acquisition;

(ii)  was not created for the purpose of providing security in respect of the financing of such
merger or acquisition; and

(iii)  is not increased in amount or otherwise extended following such merger or acquisition
other than pursuant to a legal or contractual obligation (x) which was assumed (by
operation of law, agreement or otherwise) prior to such merger or acquisition by an
entity which, at such time, was not a Subsidiary of the Guarantor, and (y) which remains
legally binding on such entity at the time of such merger or acquisition; and

(E) any Security Interest that does not fall within sub-paragraphs (A), (B), (C) or (D) above and
that secures Relevant Indebtedness which, when aggregated with Relevant Indebtedness
secured by all other Security Interests permitted under this sub-paragraph, does not exceed
euro 50,000,000 (or its equivalent in other currencies);



32

Person means any individual, company, corporation, firm, partnership, joint venture, association,
organisation, state or agency of a state or other entity, whether or not having separate legal personality;

Project Finance Assets means the assets (including, for the avoidance of doubt, shares (or other
interests)) of a Project Finance Entity;

Project Finance Entity means any entity in which the Guarantor or any of its Subsidiaries holds an
interest whose only assets and business are constituted by: (i) the ownership, creation, development, construction,
improvement, exploitation or operation of one or more of such entity s assets, or (ii) shares (or other interests) in
the capital of other entities that satisfy limb (i) of this definition;

Project Finance Debt means any Relevant Indebtedness:

(i) incurred by a Project Finance Entity in respect of the activities of such entity or another Project
Finance Entity in which it holds shares (or other interests); or

(ii) any Subsidiary formed exclusively for the purpose of financing a Project Finance Entity,

where, in each case, the holders of such Relevant Indebtedness have no recourse against the Guarantor or any of
its Subsidiaries (or its or their respective assets), except for recourse to (y) the Project Finance Assets of such
Project Finance Entities; and (z) in the case of (ii) above only, the Subsidiary incurring such Relevant
Indebtedness.

Relevant Indebtedness means any Indebtedness which is in the form of or represented by any bond, note,
debenture, debenture stock, loan stock, certificate or other instrument which is, or is capable of being, listed,
quoted or traded on any stock exchange or in any securities market (including, without limitation, any over-the-
counter market);

Security Interest means any mortgage, charge, pledge, lien or other security interest including, without
limitation, anything analogous to any of the foregoing under the laws of any jurisdiction; and

Subsidiary means, in relation to any Person (the first Person) at any particular time, any other Person (the
second Person):

(i)  whose  affairs  and  policies  the  first  Person  controls  or  has  the  power  to  control,  whether  by
ownership of share capital, contract, the power to appoint or remove members of the governing body
of the second Person or otherwise; or

(ii) whose financial statements are, in accordance with applicable law and generally accepted accounting
principles, fully consolidated with those of the first Person.

5. Interest

(a) Interest on Fixed Rate Notes

(i) Each Fixed Interest Rate Note shall bear interest on its nominal amount (or, if it is a Partly Paid
Note, the amount paid up) from, and including, the Interest Commencement Date (which shall be the
date of issue thereof or such other date as may be specified in the relevant Final Terms) in respect
thereof at the rate per annum (expressed as a percentage) equal to the Rate(s) of Interest specified in
the relevant Final Terms and on the Maturity Date specified in the relevant Final Terms if that date
does not fall on an Interest Payment Date.

(ii) The first payment of interest will be made on the Interest Payment Date next following the Interest
Commencement Date and, if the period between the Interest Commencement Date and the first
Interest Payment Date is different from the periods between Interest Payment Dates, will amount to
the  initial  Broken  Amount  specified  in  the  relevant  Final  Terms.  If  the  Maturity  Date  is  not  an
Interest Payment Date, interest from, and including, the preceding Interest Payment Date (or from
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the Interest Commencement Date, as the case may be) to, but excluding, the Maturity Date will
amount to the final Broken Amount specified in the relevant Final Terms.

If interest is required to be calculated for a period ending other than on an Interest Payment Date,
such interest shall be calculated by applying the Rate of Interest to each Specified Denomination,
multiplying such sum by the applicable Day Count Fraction, and rounding the resultant figure to the
nearest sub-unit of the relevant Specified Currency, half of any such sub-unit being rounded upwards
or otherwise in accordance with applicable market convention.

If a Fixed Coupon Amount or a Broken Amount is specified in the applicable Final Terms, the
amount of interest payable on each Interest Payment Date will amount to the Fixed Coupon Amount
or, if applicable, the Broken Amount so specified.

(iii) If interest is required to be calculated for a period of other than a full year, such interest shall be
calculated:

(a) if Actual/Actual (ICMA) is specified in the relevant Final Terms:

(i) where the Calculation Period is equal to or shorter than the Determination Period
during which it falls, the actual number of days in the Calculation Period divided by
the product of (1) the actual number of days in such Calculation Period; and (2) the
number of Determination Periods in any period of one year; and

(ii) where the Calculation Period is longer than one Determination Period, the sum of:

(A) the actual number of days in such Calculation Period falling in the
Determination Period in which it begins divided by the product of (1) the actual
number of days in such Determination Period; and (2) the number of
Determination Periods in any period of one year; and

(B) the actual number of days in such Calculation Period falling in the next
Determination Period divided by the product of (1) the actual number of days in
such Determination Period; and (2) the number of Determination Periods in any
period of one year,

where:

Determination Period means the period from and including a Determination Date in any year to but
excluding the next Determination Date; and

Determination Date means  the  date  specified  as  such  in  the  relevant  Final  Terms  or,  if  none  is  so
specified, the Interest Payment Date(s) or the Specified Interest Payment Dates, as the case may be.

(b) if 30/360 is specified in the relevant Final Terms, the number of days in the Calculation Period
divided by 360, calculated on a formula basis as follows:

[360 x (Y2  Y1)] + [30 x (M2  M1)] + (D2  D1)

Day Count Fraction =

360

  where:

Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;
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Y2 is the year, expressed as a number, in which the day immediately following the last day of the
Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest Period falls;

M2 is the calendar month, expressed as a number, in which the day immediately following the last
day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period, unless such number would
be 31, in which case D1 will be 30; and

D2 is the calendar day, expressed as a number, immediately following the last day included in the
Interest Period, unless such number would be 32 and D2 is greater than 29, in which case D2 will be
30.

In these Conditions sub-unit means, with respect to any currency other than euro, the lowest amount of
such currency that is available as legal tender in the country of such currency and, with respect to euro,
means one cent.

(b) Interest on Floating Rate Notes and Index-linked Notes

(i)  Specified Interest Payment Dates

Each Floating Rate Note and Index-linked Note bears interest on its outstanding nominal amount
from (and including) the Interest Commencement Date specified in the applicable Final Terms
and such interest will be payable in arrear on each interest payment date (each a Specified
Interest Payment Date) which (save as otherwise mentioned in these Conditions or the
applicable Final Terms) falls the number of months or other period specified as the Interest
Period in the applicable Final Terms after the preceding Specified Interest Payment Date or, in
the case of the First Interest Payment Date, after the Interest Commencement Date.

If  a  business  day  convention  is  specified  in  the  applicable  Final  Terms  and  if  any  Specified
Interest Payment Date would otherwise fall on a day which is not a Business Day (as defined
below), then, if the business day convention specified is:

(1) in any case where Interest Periods are specified in accordance with Condition 5(b)(i)
above, the Floating Rate Convention, such Specified Interest Payment Date shall be
postponed to the next day which is a Business Day unless it would thereby fall into the
next calendar month, in which event (A) such Specified Interest Payment Date shall be
brought forward to the immediately preceding Business Day and (B) each subsequent
Specified Interest Payment Date shall be the last Business Day in the month which falls
the number of months or other period specified as the Interest Period in the applicable
Final Terms after the preceding applicable Specified Interest Payment Date occurred; or

(2) the Following Business Day Convention, such Specified Interest Payment Date shall be
postponed to the next day which is a Business Day; or

(3) the Modified Following Business Day Convention, such Specified Interest Payment
Date shall be postponed to the next day which is a Business Day unless it would thereby
fall into the next calendar month, in which event such Specified Interest Payment Date
shall be brought forward to the immediately preceding Business Day; or

(4) the Preceding Business Day Convention, such Specified Interest Payment Date shall be
brought forward to the immediately preceding Business Day.

Business Day means (unless otherwise stated in the applicable Final Terms) a day which is both:
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(A) a day (other than a Saturday or a Sunday) on which commercial banks and foreign
exchange markets are open for business in London and Madrid and any Additional
Business Centre specified in the applicable Final Terms; and

(B) either (1) in relation to Notes denominated in a Specified Currency other than euro, a
day on which commercial banks and foreign exchange markets settle payments in the
principal financial centre of the country of the relevant Specified Currency (if other than
London and which if the Specified Currency is Australian dollars shall be Melbourne) or
(2) in relation to Notes denominated in euro, a TARGET Business Day; and

TARGET Business Day means a day on which the TARGET system (as defined in Condition
5(b)(iv)) is operating.

(ii)  Rate of Interest for Floating Rate Notes

The Rate of Interest payable from time to time in respect of Floating Rate Notes will be
determined in the manner specified in the applicable Final Terms.

(iii) ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the applicable Final Terms as the manner in which the
Rate of Interest is to be determined, the Rate of Interest for each Interest Period will be the
relevant ISDA Rate plus or minus (as indicated in the applicable Final Terms) the Margin (if
any). For the purposes of this sub-paragraph (iii), ISDA Rate for an Interest Period means a rate
equal to the Floating Rate that would be determined by the Calculation Agent or other person
specified in the applicable Final Terms under an interest rate swap transaction if the Calculation
Agent or that other person were acting as Calculation Agent for that swap transaction under the
terms of an agreement incorporating the 2006 ISDA Definitions, as published by the
International Swaps and Derivatives Association, Inc. (the ISDA Definitions),  and under which:

(A) the Floating Rate Option is as specified in the applicable Final Terms;

(B) the Designated Maturity is a period equal to that Interest Period; and

(C) the relevant Reset Date is either (i) if the applicable Floating Rate Option is based on the
London inter-bank offered rate (LIBOR) (or, in the case of Notes denominated or
payable in euro, the euro zone interbank market (EURIBOR)) for a currency, the first
day of that Interest Period or (ii) in any other case, as specified in the applicable Final
Terms.

For purposes of this sub-paragraph (iii), Floating Rate, Calculation Agent, Floating Rate
Option, Designated Maturity and Reset Date have the meanings given to those terms in the
ISDA Definitions.

Where this sub-paragraph (iii) applies, in respect of each relevant Interest Period, the Calculation
Agent will be deemed to have discharged its obligations under paragraph (g) below in respect of
the determination of the Rate of Interest if it has determined the Rate of Interest in respect of
such Interest Period in the manner provided in this sub-paragraph (iii).

(iv)  Screen Rate Determination for Floating Rate Notes

Where so specified in the applicable Final Terms, the Rate of Interest for each Interest Period
will, subject as provided below, be either:

(A) the offered quotation (if there is only one quotation on the Relevant Screen Page (as
indicated in the applicable Final Terms)), expressed as a percentage rate per annum; or
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(B) the arithmetic mean (rounded if necessary to the fourth decimal place, with 0.00005
being rounded upwards) of the offered quotations (expressed as a percentage rate per
annum),

for deposits in the Specified Currency for that Interest Period which appears or appear, as the
case may be, on the Relevant Screen Page as at 11.00 a.m. (London time or, where the Reference
Rate is EURIBOR, Brussels time) on the Interest Determination Date in question plus or minus
(as indicated in the applicable Final Terms) the Margin (if any), all as determined by the
Calculation Agent. If five or more such offered quotations are available on the Relevant Screen
page, the highest (or, if there is more than one such highest quotation, one only of such
quotations) shall be disregarded by the Calculation Agent for the purpose of determining the
arithmetic mean (rounded as provided above) of such offered quotations.

If  the  Relevant  Screen  Page  is  not  available  or  if,  in  the  case  of  (A)  above,  no  such  quotation
appears or, in the case of (B) above, fewer than three of such offered quotations appear, in each
case as at such time, the Calculation Agent shall request the principal London office of each of
the Reference Banks (as defined below) or, in the case of the determination of EURIBOR, the
principal office of each of four EURIBOR Reference Banks (as defined below) to provide the
Calculation Agent with its offered quotation (expressed as a percentage rate per annum) for
deposits in the Specified Currency for the relevant Interest Period to leading banks in the London
inter-bank market (or, in the case of the determination of EURIBOR, where the Reference Rate
of EURIBOR is used for Notes denominated or payable in euro, the euro zone interbank market)
as at 11.00 a.m. (London time or, where the Reference Rate is EURIBOR, Brussels time) on the
Interest Determination Date in question. If two or more of the Reference Banks or, as the case
may be, EURIBOR Reference Banks provide the Calculation Agent with such offered
quotations, the Rate of Interest for such Interest Period shall be the arithmetic mean (rounded as
provided above) of such offered quotations plus or minus (as indicated in the applicable Final
Terms) the Margin (if any), all as determined by the Calculation Agent.

If on any Interest Determination Date one only or none of the Reference Banks or, as the case
may be, EURIBOR Reference Banks, provides the Calculation Agent with such an offered
quotation as provided above, the Rate of Interest for the relevant Interest Period shall be the rate
per annum which the Calculation Agent determines as being the arithmetic mean (rounded as
provided above) of the rates, as communicated to (and at the request of) the Calculation Agent by
the Reference Banks or, as the case may be, EURIBOR Reference Banks, or any two or more of
them, at which such banks were offered, as at 11.00 a.m. (London time or, where the Reference
Rate is EURIBOR, Brussels time) on the relevant Interest Determination Date, deposits in the
Specified Currency for the relevant Interest Period by leading banks in the London inter-bank
market (or, in the case of the determination of EURIBOR, where the Reference Rate of
EURIBOR is used for Notes denominated or payable in euro, the euro zone interbank market)
plus or minus (as indicated in the applicable Final Terms) the Margin (if any) or, if fewer than
two  of  the  Reference  Banks  or,  as  the  case  may  be,  EURIBOR  Reference  Banks,  provide  the
Calculation Agent with such offered rates, the offered rate for deposits in the Specified Currency
for the relevant Interest Period, or the arithmetic mean (rounded as provided above) of the
offered rates for deposits in the Specified Currency for the relevant Interest Period, at which, on
the relevant Interest Determination Date, any one or more banks (which bank or banks is or are
suitable for such purpose) informs the Calculation Agent it is quoting to leading banks in the
London inter-bank market (or, in the case of the determination of EURIBOR, the euro zone
interbank market) (or, as the case may be, the quotations of such bank or banks to the Calculation
Agent) plus or minus (as indicated in the applicable Final Terms) the Margin (if any), provided
that, if the Rate of Interest cannot be determined in accordance with the foregoing provisions of
this sub-paragraph (iv), the Rate of Interest shall be the sum of the Margin and the offered rate or
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(as the case may be) the arithmetic mean of the offered Notes last determined in relation to the
Notes in respect of the preceding Interest Period.

In this Condition, the following expressions shall have the following meanings:

Reference Banks means,  in the case of (A) above, those banks whose offered rate was used to
determine such quotation when such quotation last appeared on the Relevant Screen Page and, in
the case of (B) above, those banks whose offered quotations last appeared on the Relevant Screen
Page when no fewer than three such offered quotations appeared;

EURIBOR Reference Bank means a major bank operating in the Euro zone interbank market
and EURIBOR Reference Banks shall be construed accordingly;

Interest Determination Date means,  with  respect  to  a  Rate  of  Interest  and  Interest  Period,  the
date specified as such in the relevant Final Terms or, if none is so specified, (i) the first day of
such Interest Period if the Specified Currency is Sterling or (ii) the second Business Day in
London prior to the commencement of such Interest Period if the Specified Currency is neither
Sterling nor euro or (iii) the second TARGET Business Day prior to the commencement of such
Interest Period if the Specified Currency is euro.

TARGET system means the Trans-European Automated Real-time Gross Settlement Express
Transfer (known as TARGET 2) System which was launched on 19 November 2007, or any
successor thereto;

If the Reference Rate from time to time in respect of Floating Rate Notes is specified as being
other than the London inter-bank offered rate (or, in the case of Notes denominated or payable in
euro, the euro zone interbank market offered rate), the Rate of Interest in respect of such Notes
will be determined as provided in the applicable Final Terms.

(v)  Rate of Interest for Index-linked Notes

The Rate of Interest in respect of Index-linked Notes for each Interest Period shall be determined
in the manner specified hereon otherwise as specified in the applicable Final Terms and interest
will accrue by reference to an Index or Formula as set out in the applicable Final Terms.

(c) Dual Currency Notes

In  the  case  of  Dual  Currency  Notes,  if  the  rate  or  amount  of  interest  falls  to  be  determined  by
reference to a Rate of Exchange, the rate or amount of interest payable shall be determined in the manner
specified in the applicable Final Terms.

(d) Partly Paid Notes

In the case of Partly Paid Notes, interest will accrue as aforesaid on the paid-up nominal amount of
such Notes and otherwise as specified in the applicable Final Terms.

(e) Accrual of Interest

Each Note (or in the case of the redemption of part only of a Note, that part only of such Note) will
cease to bear interest (if any) from the due date for its redemption unless, upon due presentation thereof,
payment of principal is improperly withheld or refused. In such event, interest will continue to accrue
thereon (as well after as before any demand or judgment) at the rate then applicable to the principal amount
of the Notes or such other rate as may be specified in the relevant Final Terms until the date on which,
upon (except in the case of any payment where presentation and/or surrender of the relevant Note is not
required as a precondition of payment) due presentation of the relevant Note, the relevant payment is made
or, if earlier (except in the case of any payment where presentation and/or surrender of the relevant Note is
not required as a precondition of payment), the seventh day after the date on which the Agent having
received the funds required to make such payment, notice is given to the Noteholders in accordance with
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Condition 15 of that circumstance (except to the extent that there is failure in the subsequent payment
thereof to the relevant Noteholder).

(f) Minimum and/or Maximum Rate of Interest

If the applicable Final Terms specify a Minimum Rate of Interest for any Interest Period then, in the
event that the Rate of Interest in respect of any such Interest Period determined in accordance with the
above provisions is less than such Minimum Rate of Interest, the Rate of Interest for such Interest Period
shall be such Minimum Rate of Interest. If the applicable Final Terms specify a Maximum Rate of Interest
for any Interest Period then, in the event that the Rate of Interest in respect of any such Interest Period
determined in accordance with the above provisions is greater than such Maximum Rate of Interest, the
Rate of Interest for such Interest Period shall be such Maximum Rate of Interest.

(g) Determination of Rate of Interest and Calculation of Interest Amount

The Calculation Agent will, at or as soon as practicable after each time at which the Rate of Interest
is to be determined, determine the Rate of Interest and calculate the amount of interest (the Interest
Amount) payable in respect of any Notes in respect of each Specified Denomination for the relevant
Interest Period. Each Interest Amount shall be calculated by applying the Rate of Interest to each Specified
Denomination multiplying such sum by the applicable Day Count Fraction, and rounding the resultant
figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit being rounded
upwards or otherwise in accordance with applicable market convention.

 Day Count Fraction means, in respect of the calculation of an amount of interest on any Note for
any period of time (whether or not constituting an Interest Period, the Calculation Period):

(i) if Actual/Actual or Actual/Actual (ISDA) is specified in the relevant Final Terms, the actual number
of days in the Calculation Period divided by 365 (or, if any portion of that Calculation Period falls in
a leap year, the sum of (A) the actual number of days in that portion of the Calculation Period falling
in a leap year divided by 366; and (B) the actual number of days in that portion of the Calculation
Period falling in a non-leap year divided by 365);

(ii) if Actual/365 (Fixed) is specified in the relevant Final Terms, the actual number of days in the
Calculation Period divided by 365;

(iii) if Actual/360 is specified in the relevant Final Terms, the actual number of days in the Calculation
Period divided by 360;

(iv) if 30/360, 360/360 or Bond Basis is specified in the relevant Final Terms, the number of days in the
Calculation Period divided by 360, calculated on a formula basis as follows:

[360 x (Y2  Y1)] + [30 x (M2  M1)] + (D2  D1)

Day Count Fraction =

360
  where:

Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y2 is the year, expressed as a number, in which the day immediately following the last day of the
Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest Period falls;

M2 is the calendar month, expressed as a number, in which the day immediately following the last
day of the Interest Period falls;
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D1 is the first calendar day, expressed as a number, of the Interest Period, unless such number would
be 31, in which case D1 will be 30; and

D2 is the calendar day, expressed as a number, immediately following the last day included in the
Interest Period, unless such number would be 32 and D2 is greater than 29, in which case D2 will be
30;

(v) if 30E/360 or Eurobond Basis is specified in the relevant Final Terms, the number of days in the
Calculation Period divided by 360, calculated on a formula basis as follows:

[360 x (Y2  Y1)] + [30 x (M2  M1)] + (D2  D1)

Day Count Fraction =

360
  where:

Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y2 is the year, expressed as a number, in which the day immediately following the last day of the
Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest Period falls;

M2 is the calendar month, expressed as a number, in which the day immediately following the last
day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period, unless such number would
be 31, in which case D1 will be 30; and

D2 is the calendar day, expressed as a number, immediately following the last day included in the
Interest Period, unless such number would be 31, in which case D2 will be 30;

(vi) if 30E/360 (ISDA) is specified in the relevant Final Terms, the number of days in the Calculation
Period divided by 360, calculated on a formula basis as follows:

[360 x (Y2  Y1)] + [30 x (M2  M1)] + (D2  D1)

Day Count Fraction =

360
  where:

Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y2 is the year, expressed as a number, in which the day immediately following the last day of the
Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest Period falls;

M2 is the calendar month, expressed as a number, in which the day immediately following the last
day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period, unless (i) that day is the
last day of February; or (ii) such number would be 31, in which case D1 will be 30; and
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D2 is the calendar day, expressed as a number, immediately following the last day included in the
Interest Period, unless (i) such day is the last day of February but not the Maturity Date; or (ii) such
number would be 31, in which case D2 will be 30; and

(vii) if Actual/Actual (ICMA) is specified in the relevant Final Terms:

(a) where the Calculation Period is equal to or shorter than the Determination Period
during which it falls, the actual number of days in the Calculation Period divided by
the product of (1) the actual number of days in such Calculation Period; and (2) the
number of Determination Periods in any period of one year; and

(b) where the Calculation Period is longer than one Determination Period, the sum of:

(A) the actual number of days in such Calculation Period falling in the
Determination Period in which it begins divided by the product of (1) the actual
number of days in such Determination Period; and (2) the number of
Determination Periods in any period of one year; and

(B) the actual number of days in such Calculation Period falling in the next
Determination Period divided by the product of (1) the actual number of days in
such Determination Period; and (2) the number of Determination Periods in any
period of one year.

(h) Notification of Rate of Interest and Interest Amount

The Calculation Agent will cause the Rate of Interest and each Interest Amount for each Interest
Period and the relevant Interest Payment Date or Specified Interest Payment Date, as the case may be, to be
notified to the Issuer, the Guarantor and to any listing authority, stock exchange and/or quotation system
on which the relevant Notes are for the time being listed, traded and/or quoted, and to be published in
accordance with Condition 15 as soon as possible after their determination but in no event later than the
fourth Business Day thereafter. Each Interest Amount and Interest Payment Date or Specified Interest
Payment Date, as the case may be, so notified may subsequently be amended (or appropriate alternative
arrangements made by way of adjustment) without notice in the event of an extension or shortening of the
Interest Period. Any such amendment will be promptly notified to each listing authority, stock exchange
and/or quotation system on which the relevant Notes are for the time being listed, traded and/or quoted.

(i) Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and decisions
given, expressed, made or obtained for the purposes of the provisions of this paragraph (b) shall (in the
absence of wilful default, bad faith or manifest error) be binding on the Issuer, the Guarantor, the Agent,
the Paying Agents and all Noteholders and (in the absence as aforesaid) no liability to the Issuer, the
Guarantor or the Noteholders shall attach to the Agent in connection with the exercise or non-exercise by
them of their powers, duties and discretions pursuant to such provisions.

6. Redemption and Purchase

(a) Redemption at Maturity

 Unless previously redeemed or purchased and cancelled as specified below, each Note will be redeemed
by the Issuer, failing which the Guarantor at its Final Redemption Amount specified in, or determined in the
manner specified in, the applicable Final Terms in the relevant Specified Currency on the Maturity Date specified
in the applicable Final Terms (in the case of a Note other than a Floating Rate Note) or on the Specified Interest
Payment Date falling in the Redemption Month specified in the applicable Final Terms (in the case of a Floating
Rate Note).
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(b)  Redemption for Tax Reasons

If, in relation to any Series of Notes (i) as a result of any change in the laws or regulations of The
Netherlands or the Kingdom of Spain, as applicable, or of any political subdivision thereof or any authority or
agency therein or thereof having power to tax or in the interpretation or administration of any such laws or
regulations which becomes effective on or after the date of issue of such Notes or any earlier date specified in the
Final Terms the Issuer or the Guarantor, as applicable, would be required to pay additional amounts as provided in
Condition 10 and (ii) such circumstances are evidenced by the delivery by the Issuer or the Guarantor, as
applicable, to the Agent of a certificate signed by four managing directors of the Issuer or two directors of the
Guarantor, as applicable, stating that the said circumstances prevail and describing the facts leading thereto and an
opinion of independent legal advisers of recognised standing to the effect that such circumstances prevail, the
Issuer may, at its option and having given no less than 30 nor more than 60 days  notice (ending, in the case of
Notes which bear interest at a floating rate, on a day upon which interest is payable) to the Noteholders in
accordance with Condition 15 (which notice shall be irrevocable), redeem all (but not some only) of the
outstanding Notes comprising the relevant Series at their early tax redemption amount (the Early Redemption
Amount Tax) (which shall be their principal amount (or at such other Early Redemption Amount Tax) as may be
specified in or determined in accordance with the relevant Final Terms) less, in the case of any Instalment Note,
the aggregate amount of all instalments that shall have become due and payable in respect of such Note prior to
the date fixed for redemption under any other Condition (which amount, if and to the extent not then paid, remains
due and payable), together with accrued interest (if any) thereon, provided, however, that no such notice of
redemption  may  be  given  earlier  than  90  days  (or,  in  the  case  of  Notes  which  bear  interest  at  a  floating  rate  a
number of days which is equal to the aggregate of the number of days falling within the then current interest
period applicable to the Notes plus 60 days) prior to the earliest date on which the Issuer or the Guarantor, as
applicable, would be obliged to pay such additional amounts were a payment in respect of the Notes then due.

(c) Redemption at the Option of the Issuer

If a Call Option is specified in the applicable Final Terms, the Issuer may, having (unless otherwise
specified in the applicable Final Terms) given not more than 60 nor less than 30 days  notice to the Agent and, in
accordance with Condition 15, the Noteholders (which notice shall be irrevocable), redeem all or some only of the
Notes then outstanding on the Optional Redemption Date(s) and at the Optional Redemption Amount(s) specified
in, or determined in the manner specified in, the applicable Final Terms together, if applicable, with interest
accrued to (but excluding) the relevant Optional Redemption Date(s). In the event of a redemption of some only
of the Notes, such redemption must be of a nominal amount being the Minimum Redemption Amount or a
Maximum Redemption Amount, both as indicated in the applicable Final Terms. In the case of a partial
redemption of definitive Notes, the Notes to be redeemed will be selected individually by lot, subject to
compliance with applicable law and the rules of each listing authority, stock exchange and/or quotation system (if
any) by which the Notes have then been admitted to listing, trading and/or quotation, not more than 60 days prior
to the date fixed for redemption and a list of the Notes called for redemption will be published in accordance with
Condition 15 not less than 30 days prior to such date. In the case of a partial redemption of Notes which are
represented by a global Note, the relevant Notes will be selected in accordance with the rules of Euroclear and/or
Clearstream, Luxembourg (to be reflected in the records of Euroclear and Clearstream, Luxembourg as either a
pool factor or a reduction in nominal amount, at their discretion).

(d) Redemption at the Option of the Noteholders

If a Put Option is specified in the applicable Final Terms, upon any Noteholder giving to the Issuer and
the Guarantor in accordance with Condition 15 not more than 60 nor less than 30 days  notice (which notice shall
be irrevocable), the Issuer will, upon the expiry of such notice, redeem subject to, and in accordance with, the
terms specified in the applicable Final Terms in whole (but not in part) such Note on the Optional Redemption
Date and at the Optional Redemption Amount specified in, or determined in the manner specified in, the
applicable Final Terms together, if applicable, with interest accrued to (but excluding) the relevant Optional
Redemption Date.
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(e) Early Redemption Amounts

 For the purposes of paragraph (b) above and Condition 10, Zero Coupon Notes will be redeemed at an
amount equal to the sum of:

(A) the Reference Price specified in the applicable Final Terms; and

(B) the product of the Accrual Yield specified in the applicable Final Terms (compounded annually)
being applied to the Reference Price from (and including) the Issue Date to (but excluding) the date
fixed  for  redemption  or  (as  the  case  may  be)  the  date  upon  which  such  Note  becomes  due  and
repayable,

or such other amount as is provided in the applicable Final Terms.

Where any calculation of an early redemption amount is to be made for a period which is not a whole
number of years,  the calculation in respect of the period of less than a full  year shall  be made on the basis of a
360-day year consisting of 12 months of 30 days each and, in the case of an incomplete month, the number of
days elapsed.

(f) Instalments

If the Notes are repayable in instalments, they will be repaid in the Instalment amounts and on the
Instalment Date specified in the applicable Final Terms.

(g) Purchases

The Issuer, the Guarantor or any Subsidiary of the Guarantor may at any time purchase Notes (together,
in the case of definitive Notes, with all unmatured Receipts and Coupons appertaining thereto) in any manner and
at any price. In the case of a purchase by tender, such tender must be made available to all Noteholders alike. The
Issuer, the Guarantor or any Subsidiary of the Guarantor will be entitled to hold and deal with Notes so purchased
as the Issuer, the Guarantor or the relevant Subsidiary of the Guarantor thinks fit.

(h) Cancellation

All Notes which are redeemed in full will forthwith be cancelled and Notes which are purchased by or on
behalf of the Issuer, the Guarantor or any Subsidiary of the Guarantor may, at the election of the Issuer, be
cancelled (together in each case with all unmatured Receipts and Coupons attached thereto or delivered
therewith). Notes purchased by or on behalf of the Issuer, the Guarantor or any Subsidiary of the Guarantor may
not be reissued or resold other than to the Issuer, the Guarantor or any Subsidiary of the Guarantor.

(i) Late Payment on Zero Coupon Notes

If the amount payable in respect of any Zero Coupon Note upon redemption of such Zero Coupon Note
pursuant to paragraph (a), (b), (d) or (e) above or upon its becoming due and repayable as provided in Condition
11 is improperly withheld or refused, the amount due and repayable in respect of such Zero Coupon Note shall be
the amount calculated as provided in paragraph (e) above as though the references therein to the date fixed for
redemption or the date upon which the Zero Coupon Note becomes due and repayable were replaced by references
to the date which is the earlier of:

(1) the date on which all amounts due in respect of the Zero Coupon Note have been paid; and

(2) the date on which the full amount of the moneys payable has been received by the Agent and notice
to that effect has been given in accordance with Condition 15.

7. Payments

(a) Method of Payment

Subject as provided below:
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(i) payments in a currency other than euro will be made by transfer to an account in the relevant
Specified Currency maintained by the payee with, or by a cheque in such Specified Currency drawn
on, a bank in the principal financial centre of the country of such Specified Currency; and

(ii) payments in euro will be made by transfer to a euro account (or any other account to which euro may
be credited or transferred) maintained by the payee with a bank in the principal financial centre of
any Participating Member State of the European Communities.

Payments will be subject in all cases to any fiscal or other laws and regulations applicable thereto in the
place of payment, but without prejudice to the provisions of Condition 10.

In these Conditions:

Euro zone means the zone comprising the Participating Member States;

Participating Member State means a Member State of the European Communities that adopts or has
adopted the euro as its lawful currency in accordance with the Treaty; and

Treaty means the Treaty establishing the European Communities, as amended.

(b) Presentation of Notes, Receipts, Coupons and Talons

Payments of principal in respect of definitive Notes will (subject as provided below) be made in the
manner provided in paragraph (a) above against surrender of definitive Notes and payments of interest in respect
of definitive Notes will (subject as provided below) be made as aforesaid against surrender of Coupons, in each
case at the specified office of any Paying Agent outside the United States.

Payments of instalments (if any) of principal, other than the final instalment, will (subject as provided
below) be made against presentation and surrender of the relevant Receipt. Each Receipt must be presented for
payment of the relevant instalment together with the definitive Note to which it appertains. Receipts presented
without the definitive Notes to which they appertain do not constitute valid obligations of the Issuer. Upon the
date on which any definitive Note becomes due and repayable, unmatured Receipts (if any) appertaining thereto
(whether or not attached) shall become void and no payment shall be made in respect thereof.

Fixed Rate Notes in definitive form (other than Dual Currency Notes or Index-linked Notes) should be
presented for payment together with all unmatured Coupons appertaining thereto (which expression shall for this
purpose include Coupons falling to be issued on exchange of matured Talons) failing which the amount of any
missing unmatured Coupon (or, in the case of payment not being made in full, the same proportion of the amount
of such missing unmatured Coupon as the sum so paid bears to the sum due) will be deducted from the sum due
for payment. Each amount of principal so deducted will be paid in the manner mentioned above against surrender
of the relative missing Coupon at  any time before the expiry of ten years after the Relevant Date (as defined in
Condition 10) in respect of such principal (whether or not such Coupon would otherwise have become void under
Condition 14) or, if later, five years from the date on which such Coupon would otherwise have become due.
Upon any Fixed Rate Note becoming due and repayable prior to its Maturity Date, all unmatured Talons (if any)
appertaining thereto will become void and no further Coupons will be issued in respect thereof.

Upon the date on which any Floating Rate Note, Dual Currency Note or Indexed Note in definitive form
becomes due and repayable, unmatured Coupons and Talons (if any) relating thereto (whether or not attached)
shall become void and no payment or, as the case may be, exchange for further Coupons shall be made in respect
thereof.

If the due date for redemption of any definitive Note is not an Interest Payment Date or a Specified
Interest Payment Date, interest (if any) accrued in respect of such Note from (and including) the preceding Interest
Payment Date or Specified Interest Payment Date or, as the case may be, the Interest Commencement Date shall
be payable only against surrender of the relevant definitive Note.
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Payments of principal and interest (if any) in respect of Notes represented by any global Note will
(subject as provided below) be made in the manner specified above in relation to definitive Notes and otherwise in
the manner specified in the relevant global Note, against presentation or surrender, as the case may be, of such
global Note (if it is not intended to be issued in NGN form), at the specified office of the Agent. A record of each
payment made against presentation or surrender of such global Note, distinguishing between any payment of
principal and any payment of interest, will be made on such global Note by the Agent and such record shall be
prima facie evidence that the payment in question has been made.

The holder of the relevant global Note shall be the only person entitled to receive payments in respect of
Notes represented by such global Note and the Issuer or, as the case may be, the Guarantor will be discharged by
payment  to,  or  to  the  order  of,  the  holder  of  such  global  Note  in  respect  of  each  amount  so  paid.  Each  of  the
persons shown in the records of Euroclear or Clearstream, Luxembourg as the holder of a particular nominal
amount of Notes must look solely to Euroclear or Clearstream, Luxembourg, as the case may be, for his share of
each payment so made by the Issuer or, as the case may be, the Guarantor to, or to the order of, the holder of the
relevant global Note. No person other than the holder of the relevant global Note shall have any claim against the
Issuer or, as the case may be, the Guarantor in respect of any payments due on that global Note.

Payments of interest in respect of the Notes will be made at the specified office of a Paying Agent in the
United States (which expression, as used herein, means the United States of America (including the States and the
District of Columbia, its territories, its possessions and other areas subject to its jurisdiction)) if:

(i) the Issuer has appointed Paying Agents with specified offices outside the United States with the
reasonable expectation that such Paying Agents would be able to make payment at such specified
offices outside the United States of the full amount of interest on the Notes in the manner provided
above when due;

(ii) payment of the full amount of such interest at such specified offices outside the United States is
illegal or effectively precluded by exchange controls or other similar restrictions; and

(iii) such payment is then permitted under United States law without involving, in the opinion of the
Issuer and the Guarantor, adverse tax consequences to the Issuer.

(c) Redenomination

Where Redenomination is specified in the applicable Final Terms as being applicable, the Issuer may,
without the consent of the Noteholders or the holders of related Receipts or Coupons on giving at least 30 days
prior notice to the Noteholders in accordance with Condition 15, elect that, with effect from the Redenomination
Date specified in the notice, the Notes shall be redenominated in euro. The election will have effect as follows:

(i) each Specified Denomination will be deemed to be denominated in such amount of euro as is
equivalent to its denomination in the Specified Currency at the Established Rate, subject to such
provisions (if any) as to rounding (and payments in respect of fractions consequent on rounding) as
the Issuer may decide, and as may be specified in the notice;

(ii) after the Redenomination Date, all payments in respect of the Notes, the Receipts and the Coupons
will be made solely in euro, including payments of interest in respect of periods before the
Redenomination Date, as though references in the Notes to the Specified Currency were to euro; and

(iii) such changes shall be made to these Conditions as the Issuer may decide and as may be specified in
the notice, to conform them to conventions then applicable to instruments denominated in euro or to
enable the Notes to be consolidated with one or more issues of other notes, whether or not originally
denominated in the Specified Currency or euro.
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(d) Exchangeability

Where Exchangeability is specified in the applicable Final Terms as being applicable, the Issuer may
without the consent of the Noteholders or the holders of related Receipts or Coupons, on giving at least 30 days
prior notice to the Noteholders in accordance with Condition 15, elect that, with effect from the Redenomination
Date or such later date for payment of interest under the Notes as it may specify in the notice, the Notes shall be
exchangeable for Notes expressed to be denominated in euro in accordance with such arrangements as the Issuer
may decide and as may be specified in the notice, including arrangements under which Receipts and Coupons
unmatured at the date so specified become void.

In this Condition, the following expressions have the following meanings:

Established Rate means the rate for conversion of the Specified Currency (including compliance with rules
relating to roundings in accordance with applicable European Community regulations) into euro established by the
Council of the European Union pursuant to Article 109(4) of the Treaty;

Redenomination Date means any date for payment of interest under the Notes specified by the Issuer
which falls on or after the date on which the country of the Specified Currency participates in European Economic
and Monetary Union pursuant to the Treaty.

(e) Payment Day

If the date for payment of any amount in respect of any Note, Receipt or Coupon is not a Payment Day, the
holder thereof shall not be entitled to payment until the next following Payment Day in the relevant place and
shall not be entitled to further interest or other payment in respect of such delay. For these purposes, unless
otherwise specified in the applicable Final Terms, Payment Day means any day which is both:

(i) a day (other than a Saturday or a Sunday) on which banks are open for business in

(A) the relevant place of presentation, London and Madrid; and

(B) any Additional Financial Centre specified in the applicable Final Terms; and

(ii) either (1) in relation to Notes denominated in a Specified Currency other than euro, a day on which
commercial banks and foreign exchange markets settle payments in the principal financial centre of
the relevant Specified Currency (if other than London and which if the Specified Currency is
Australian dollars shall be Melbourne) or (2) in relation to notes denominated in euro, a day on
which the TARGET System (as defined in Condition 5(b)(iv)) is operating.

(f) Interpretation of Principal and Interest

Any reference in these Conditions to principal in respect of the Notes shall be deemed to include, as
applicable:

(i) any additional amounts which may be payable with respect to principal under Condition 10;

(ii) the Final Redemption Amount of the Notes;

(iii) the Early Redemption Amount of the Notes;

(iv) the Optional Redemption Amount(s) (if any) of the Notes;

(v) in relation to Notes redeemable in instalments, the Instalment Amounts; and

(vi) any premium and any other amounts which may be payable under or in respect of the Notes.

Any reference in these Conditions to interest in respect of the Notes shall be deemed to include, as
applicable, any additional amounts which may be payable with respect to interest under Condition 10.
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8. Agent and Paying Agents

The names of the initial Agent and the initial Paying Agents and their initial specified offices are set out
below.

The Issuer and the Guarantor are entitled to vary or terminate the appointment of any Paying Agent and/or
appoint additional or other Paying Agents and/or approve any change in the specified office through which any
Paying Agent acts, provided that:

(i) so long as the Notes are admitted to listing, trading and/or quotation by any listing authority, stock
exchange and/or quotation system, there will at all times be a Paying Agent with a specified office in
such place as may be required by the rules and regulations of the relevant listing authority, stock
exchange and/or quotation system;

(ii) there will at all times be a Paying Agent with a specified office acting in continental Europe;

(iii) there will at all times be an Agent; and

(iv) each of the Issuer and the Guarantor will ensure that it maintains a Paying Agent in a Member State
of the European Union that will not be obliged to withhold or deduct tax pursuant to European
Council Directive 2003/48/EC or any law implementing or complying with, or introduced in order to
conform to, such Directive.

In addition, the Issuer and the Guarantor shall forthwith appoint a Paying Agent having a specified office in
New York City in the circumstances described in the final paragraph of Condition 7(b). Any variation,
termination, appointment or change shall only take effect (other than in the case of insolvency, when it shall be of
immediate effect) after not less than 30 nor more than 45 days  prior notice thereof shall have been given to the
Noteholders in accordance with Condition 15 provided that no such variation, termination, appointment or change
shall take effect (except in the case of insolvency) within 15 days before or after any Interest Payment Date or
Specified Interest Payment Date, as the case may be.

9. Exchange of Talons

On and after the Interest Payment Date or the Specified Interest Payment Date, as appropriate, on which the
final Coupon comprised in any Coupon sheet matures, the Talon (if any) forming part of such Coupon sheet may
be surrendered at the specified office of the Agent or any Paying Agent in exchange for a further Coupon sheet
including (if such further Coupon sheet does not include Coupons to (and including) the final date for the payment
of interest due in respect of the Notes to which it appertains) a further Talon, subject to the provisions of
Condition 13. Each Talon shall, for the purposes of these Conditions, be deemed to mature on the Interest
Payment Date or the Specified Interest Payment Date (as the case may be) on which the final Coupon comprised
in the relative Coupon sheet matures.

10. Taxation

All amounts payable (whether in respect of principal, redemption amount, interest or otherwise) in respect
of the Notes will be made free and clear of and without withholding or deduction for or on account of any present
or future taxes, duties, assessments or governmental charges of whatever nature imposed or levied by or on behalf
of The Netherlands or the Kingdom of Spain, as the case may be, or any political subdivision thereof or any
authority or agency therein or thereof having power to tax, unless the withholding or deduction of such taxes,
duties, assessments or governmental charges is required by law. In that event, the Issuer, failing which the
Guarantor, will pay such additional amounts as may be necessary in order that the net amounts receivable by any
Noteholder after such withholding or deduction shall equal the respective amounts which would have been
receivable by such Noteholder in the absence of such withholding or deduction; except that no such additional
amounts shall be payable in relation to any payment in respect of any Notes or Coupon:

(i) to, or to a third party on behalf of, a Noteholder who is liable to such taxes, duties, assessments or
governmental charges in respect of such Notes by reason of his having some connection with The
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Netherlands or, as applicable, the Kingdom of Spain other than the mere holding of such Notes or
Coupon; or

(ii) presented for payment more than thirty days after the Relevant Date, except to the extent that the
relevant Noteholder would have been entitled to such additional amounts on presenting the same for
payment on the expiry of such period of thirty days; or

(iii) in The Netherlands or, as applicable, the Kingdom of Spain; or

(iv) where such withholding or deduction is imposed on a payment to an individual and is required to be
made pursuant to European Union Directive 2003/48/EC or any other Directive implementing the
conclusions of the ECOFIN Council meeting of 26-27 November 2000 on the taxation of savings
income or any law implementing or complying with, or introduced in order to conform to, such
Directive; or

(v) presented for payment by or on behalf of a Noteholder who would have been able to avoid such
withholding or deduction by presenting the relevant Note or Coupon to another Paying Agent in a
Member State of the European Union.

For the purposes of these Conditions, the Relevant Date means,  in  respect  of  any  payment,  the  date  on
which such payment first becomes due and payable, but if the full amount of the moneys payable has not been
received by the Agent on or prior to such due date, it means the first date on which, the full amount of such
moneys having been so received and being available for payment to Noteholders, notice to that effect shall have
been duly given to the Noteholders of the relevant Series in accordance with Condition 15.

If  the Issuer or the Guarantor,  as the case may be,  becomes subject  at  any time to any taxing jurisdiction
other than or in addition to The Netherlands or the Kingdom of Spain, as the case may be, references herein to
The Netherlands and the Kingdom of Spain respectively shall be read and construed as references to The
Netherlands or the Kingdom of Spain, as the case may be, and/or to such other jurisdiction.

Any reference in these Conditions to principal, redemption amount and/or interest in respect of the Notes
shall be deemed also to refer to any additional amounts which may be payable under this Condition 10.

11. Events of Default

Unless otherwise specified in the relevant Final Terms, the following events or circumstances (each an
Event of Default) shall be acceleration events in relation to the Notes of any Series, namely:

(a) Non-payment: the Issuer fails to pay any amount of principal in respect of the Notes within 7 days of
the due date for payment thereof or fails to pay any amount of interest in respect of the Notes within
14 days of the due date for payment thereof; or

(b) Breach of other obligations: the Issuer or the Guarantor defaults in the performance or observance
of any of its other obligations under or in respect of the Notes or the Deed of Guarantee and such
default remains unremedied for 30 days after written notice thereof, addressed to the Issuer and the
Guarantor by any Noteholder, has been delivered to the Issuer and the Guarantor or to the specified
office of the Agent; or

(c) Cross-default of Issuer, Guarantor or Principal Subsidiary: (i) any Relevant Indebtedness (as
defined in Condition 4) of the Issuer, the Guarantor or any of their respective Principal Subsidiaries
is not paid when due or (as the case may be) within any originally applicable grace period; (ii) any
such Relevant Indebtedness becomes (or becomes capable of being declared) due and payable prior
to its stated maturity otherwise than at the option of the Issuer, the Guarantor or (as the case may be)
the relevant Principal Subsidiary or (provided that no event of default, howsoever described, has
occurred) any person entitled to such Relevant Indebtedness; or  (iii)  the Issuer, the Guarantor or
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any of their respective Principal Subsidiaries fails to pay when due any amount payable by it under
any Guarantee of any Relevant Indebtedness,

provided that the amount of Relevant Indebtedness referred to in sub-paragraph (i) and/or sub-
paragraph (ii) above and/or the amount payable under any Guarantee referred to in sub-paragraph
(iii) above individually or in the aggregate exceeds euro 50,000,000 (or its equivalent in any other
currency or currencies); or

(d) Unsatisfied judgment: one or more judgment(s) or order(s) for the payment of any amount is
rendered against the Issuer, the Guarantor or any of their respective Principal Subsidiaries (if any)
and continue(s) unsatisfied and unstayed for a period of 30 days after the date(s) thereof or, if later,
the date therein specified for payment; or

(e) Security enforced: a secured party takes possession, or a receiver, manager or other similar officer is
appointed, of the whole or any part of the undertaking, assets and revenues of the Issuer, the
Guarantor or any of their respective Principal Subsidiaries (if any); or

(f) Insolvency etc: (i) the Issuer, the Guarantor or any of their respective Principal Subsidiaries (if any)
becomes insolvent, is adjudicated bankrupt (or applies for an order of bankruptcy) or is unable to
pay its debts as they fall due, (ii) an administrator or liquidator of the Issuer, the Guarantor or any of
their respective Principal Subsidiaries (if any) or of the whole or any part of the undertaking, assets
and revenues of the Issuer, the Guarantor or any of their respective Principal Subsidiaries (if any) is
appointed (or application for any such appointment is made), (iii) the Issuer, the Guarantor or any of
their respective Principal Subsidiaries (if any) takes any action for a readjustment or deferment of
any of its obligations or makes a general assignment or an arrangement or composition with or for
the benefit of its creditors or declares a moratorium in respect of any of its Indebtedness or any
Guarantee of any Indebtedness given by it or (iv) the Issuer, the Guarantor or any of their respective
Principal Subsidiaries (if any) ceases or threatens to cease to carry on all or any substantial part of its
business (otherwise than, in the case of a Principal Subsidiary of the Issuer (if any) or a Principal
Subsidiary of the Guarantor (other than the Issuer), for the purposes of or pursuant to an
amalgamation, reorganisation or restructuring whilst solvent); or

(g) Winding up etc: an order is made or an effective resolution is passed for the winding up, liquidation
or dissolution of the Issuer, the Guarantor or any of their respective Principal Subsidiaries (if any)
(otherwise than, in the case of a Principal Subsidiary of the Issuer (if any) or a Principal Subsidiary
of the Guarantor, for the purposes of or pursuant to an amalgamation, reorganisation or restructuring
whilst solvent); or

(h) Analogous event: any event occurs which under the laws of The Netherlands or the Kingdom of
Spain has an analogous effect to any of the events referred to in paragraphs (d) to (g) above
including, but not limited to, surseance van betaling and concurso respectively; or

(i) Failure to take action etc: any action, condition or thing at any time required to be taken, fulfilled or
done in order (i) to enable the Issuer and the Guarantor lawfully to enter into, exercise their
respective rights and perform and comply with their respective obligations under and in respect of
the Notes and the Deed of Guarantee, (ii) to ensure that those obligations are legal, valid, binding
and enforceable and (iii) to make the Notes, the Receipts, the Coupons and the Guarantee admissible
in evidence in the courts of The Netherlands and the Kingdom of Spain is not taken, fulfilled or
done; or

(j) Unlawfulness: it is or will become unlawful for the Issuer or the Guarantor to perform or comply
with any of its obligations under or in respect of the Notes or the Deed of Guarantee; or
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(k) Deed of Guarantee not in force: the Deed of Guarantee is not (or is claimed by the Guarantor not to
be) in full force and effect; or

(l) Controlling shareholder: the Issuer ceases to be wholly owned and controlled by the Guarantor.

If any Event of Default shall occur in relation to any Series of Notes, any Noteholder of the relevant Series
may, by written notice to the Issuer and the Guarantor, at the specified office of the Agent, declare that such Note
and (if the Note is interest-bearing) all interest then accrued on such Note shall be forthwith due and payable,
whereupon the same shall become immediately due and payable at its early termination amount (the Early
Termination Amount) (which shall be its principal amount or such other Early Termination Amount as may be
specified in or determined in accordance with the relevant Final Terms) less, in the case of any Instalment Note,
the aggregate amount of all instalments that shall have become due and payable in respect of such Note under any
other Condition prior to the date fixed for redemption (which amount, if and to the extent not then paid, remains
due and payable), together with all interest (if any) accrued thereon without presentment, demand, protest or other
notice of any kind, all of which the Issuer will expressly waive, anything contained in such Notes to the contrary
notwithstanding, unless, prior thereto, all Events of Default in respect of the Notes of the relevant Series shall
have been cured.

In these Conditions:

Gas Natural Group means the Guarantor and its Subsidiaries from time to time;

Principal Subsidiary means, at any time, a Subsidiary of the Guarantor whose total assets, income before
taxes or sales (excluding intra-group items) then equal or exceed ten per cent.  (10%) of the total  assets,  income
before taxes or sales of the Gas Natural Group (on a consolidated basis) and, for this purpose:

(i)  the total  assets,  income before taxes and sales of a Subsidiary of the Guarantor will  be determined
from its financial statements (consolidated if it has Subsidiaries) upon which the latest annual
audited financial statements of the Gas Natural Group have been based;

(ii) if a Subsidiary of the Company becomes a member of the Gas Natural Group after the date on which
the latest audited financial statements of the Gas Natural Group have been prepared, the total assets,
income before taxes and sales of that Subsidiary will be determined from its latest annual financial
statements;

(iii) the total assets, income before taxes and sales of the Gas Natural Group will be determined from its
latest annual audited financial statements, adjusted (where appropriate) to reflect the total assets,
income before taxes and sales of any company or business subsequently acquired or disposed of; and

(iv) if a Principal Subsidiary disposes of all or substantially all of its assets to another Subsidiary of the
Guarantor, the disposing Subsidiary will immediately cease to be Principal Subsidiary and the other
Subsidiary (if it is not already) will immediately become a Principal Subsidiary and, for the
avoidance of doubt, the subsequent financial statements of those Subsidiaries and the Gas Natural
Group will be used to determine whether those Subsidiaries are Principal Subsidiaries or not.

A report by the Directors of the Guarantor that, in their opinion, a Subsidiary of the Guarantor is or is not or
was or was not at any particular time or throughout any specified period a Principal Subsidiary, accompanied by a
report by the Auditors addressed to the Directors of the Guarantor as to proper extraction of the figures used by
the Directors of the Guarantor in determining the Principal Subsidiaries of the Guarantor and mathematical
accuracy of the calculations shall, in the absence of manifest error, be conclusive and binding on the Noteholders.

12. Meetings of Noteholders

The Agency Agreement contains provisions (which shall have effect as if incorporated herein) for
convening meetings of the Noteholders of any Series to consider any matter affecting their interests, including
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(without limitation) the modification by Extraordinary Resolution (as defined below) of these Conditions. An
Extraordinary Resolution passed at any meeting of the Noteholders of any Series will be binding on all
Noteholders of such Series, whether or not they are present at the meeting, and on all holders of Coupons relating
to Notes of such Series.

Extraordinary Resolution means a resolution passed at a meeting of the Noteholders duly convened and
held by a majority consisting of not less than 75 per cent. of the persons voting thereat upon a show of hands or if
a poll be duly demanded then by a majority consisting of not less than 75 per cent. of the votes given on such poll.

The Agency Agreement provides that a resolution in writing signed by or on behalf of the holders of not
less than 75 per cent. in nominal value of the Notes outstanding shall for all purposes be as valid and effective as
an Extraordinary Resolution passed at a meeting of Noteholders duly convened and held.  Such a resolution in
writing may be contained in a single document or in several documents in the same form, each signed by or on
behalf of one or more Noteholders.

13. Replacement of Notes, Receipts, Coupons and Talons

Should any Note, Receipt, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed, it may be
replaced at the specified office of the Agent in London (or such other place as may be notified to the Noteholders),
subject to all applicable laws and listing authority, stock exchange and/or quotation system requirements upon
payment by the claimant of the expenses incurred in connection therewith and on such terms as to evidence and
indemnity as the Issuer and the Guarantor may reasonably require. Mutilated or defaced Notes, Receipts, Coupons
or Talons must be surrendered before replacements will be issued.

14. Prescription

The Notes, Receipts and Coupons will become void unless presented for payment within a period of ten
years  (in  the  case  of  principal)  and  five  years  (in  the  case  of  interest)  after  the  Relevant  Date  (as  defined  in
Condition 10) therefor.

There shall not be included in any Coupon sheet issued on exchange of a Talon any Coupon the claim for
payment in respect of which would be void pursuant to this Condition 14 or Condition 7(b) or any Talon which
would be void pursuant to Condition 7(b).

15. Notices

All notices regarding the Notes shall be valid if published in one or more leading English language daily
newspapers with circulation in the United Kingdom. It is expected that publication of notices will normally be
made in the Financial Times in the United Kingdom. Any such notice shall be deemed to have been given on the
date of the first publication.

Until such time as any definitive Notes are issued, there may, so long as the global Note(s) is or are held in
its or their entirety on behalf of Euroclear and/or Clearstream, Luxembourg, be substituted for such publication in
such newspaper the delivery of the relevant notice to Euroclear and/or Clearstream, Luxembourg, as appropriate,
for communication by them to the Noteholders. Any such notice shall be deemed to have been given to the
Noteholders on the seventh day after the day on which the said notice was given to Euroclear and/or Clearstream,
Luxembourg, as appropriate.

Notices to be given by any Noteholder shall be in writing and given by lodging the same, together with the
relative Note or Notes, with the Agent. Whilst any of the Notes are represented by a global Note, such notice may
be given by any Noteholder to the Agent via Euroclear and/or Clearstream, Luxembourg, as the case may be, in
such manner as the Agent and Euroclear and/or Clearstream, Luxembourg, as the case may be, may approve for
this purpose.

16. Further Issues

The Issuer shall be at liberty from time to time without the consent of the Noteholders to create and issue
further notes ranking pari passu in all  respects (or in all  respects save for the first  payment of interest  thereon)
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with the outstanding Notes and so that the same shall be consolidated and form a single series with the
outstanding Notes.

17. Substitution of the Issuer

(a) The Issuer and the Guarantor may with respect to any Series of Notes issued by the Issuer (the
Relevant Notes) without the consent of any Noteholder, substitute for the Issuer any other body
corporate incorporated in any country in the world as the debtor in respect of the Notes and the
Agency Agreement (the Substituted Debtor) upon notice by the Issuer, the Guarantor and the
Substituted Debtor to be given by publication in accordance with Condition 15, provided that:

(i) neither the Issuer nor the Guarantor are in default in respect of any amount payable under any
of the Relevant Notes;

(ii) the Issuer, the Guarantor and the Substituted Debtor have entered into such documents (the
Documents) as are necessary to give effect to the substitution and in which the Substituted
Debtor has undertaken in favour of each Noteholder of the Relevant Notes to be bound by
these Conditions and the provisions of the Agency Agreement as the debtor in respect of such
Notes in place of the Issuer (or of any previous substitute under this Condition 17);

(iii) if the Substituted Debtor is resident for tax purposes in a territory (the New Residence) other
than that in which the Issuer prior to such substitution was resident for tax purposes (the
Former Residence) the Documents contain an undertaking and/or such other provisions as
may be necessary to ensure that each Noteholder of the Relevant Notes has the benefit of an
undertaking in terms corresponding to the provisions of Condition 10, with, where applicable,
the substitution of references to the Former Residence with references to the New Residence;

(iv) the Guarantor guarantees the obligations of the Substituted Debtor in relation to outstanding
Relevant Notes;

(v) the Substituted Debtor, the Issuer and the Guarantor have obtained all necessary governmental
approvals and consents for such substitution and for the performance by the Substituted
Debtor of its obligations under the Documents and for the performance by the Guarantor of its
obligations under the Guarantee as they relate to the obligations of the Substituted Debtor
under the Documents;

(vi) each stock exchange on which the Relevant Notes are listed shall have confirmed that,
following the proposed substitution of the Substituted Debtor, the Relevant Notes will
continue to be listed on such stock exchange;

(vii) a legal opinion shall have been delivered to the Agent (from whom copies will be available)
from lawyers of recognised standing in the country of incorporation of the Substituted Debtor,
confirming, as appropriate, that upon the substitution taking place (A) the requirements of this
Condition 17, save as to the giving of notice to the Noteholders have been met and (B) the
Notes, Coupons and Talons are legal, valid and binding obligations of the Substituted Debtor
enforceable in accordance with their terms;

(viii) Moody s Investors Service Limited and Standard and Poor s Ratings Services, a Division of
The McGraw-Hill Companies (or any other rating agency which has issued a rating in
connection with the Relevant Notes) shall have confirmed that following the proposed
substitution of the Substituted Debtor, the credit rating of the Relevant Notes will not be
adversely affected; and

(ix) if applicable, the Substituted Debtor has appointed a process agent as its agent in England to
receive service of process on its behalf in relation to any legal proceedings in England arising
out of or in connection with the Relevant Notes and any Coupons.
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(b) Upon the execution of the Documents and the delivery of the legal opinions, the Substituted Debtor
shall succeed to, and be substituted for, and may exercise every right and power, of the Issuer under
the Relevant Notes and the Agency Agreement with the same effect as if the Substituted Debtor had
been named as the Issuer herein, and the Issuer shall be released from its obligations under the
Relevant Notes and under the Agency Agreement.

(c) After a substitution pursuant to Condition 17(a), the Substituted Debtor may, without the consent of
any Noteholder, effect a further substitution. All the provisions specified in Condition 17(a) and
17(b) shall apply mutatis mutandis, and references in these Conditions to the Issuer shall, where the
context so requires, be deemed to be or include references to any such further Substituted Debtor.

(d) After a substitution pursuant to Condition 17(a) or 17(c) any Substituted Debtor may, without the
consent of any Noteholder, reverse the substitution, mutatis mutandis.

(e) The Documents shall be delivered to, and kept by, the Agent. Copies of the Documents will be
available free of charge at the specified office of each of the Agents.

18. Governing Law; Submission to Jurisdiction

The Agency Agreement, the Deed of Covenant, the Deed of Guarantee and the Notes and any non-
contractual obligations arising out of or in connection with them are governed by, and shall be construed in
accordance with, English law. The Issuer and the Guarantor irrevocably agree for the benefit of the Noteholders
that the courts of England shall have jurisdiction to hear and determine any suit, action or proceedings, and to
settle any disputes (together Proceedings), which may arise out of, or in connection with, the Agency Agreement,
the Deed of Covenant, the Deed of Guarantee and the Notes and, for such purpose, irrevocably submit to the
jurisdiction of such courts.

The Issuer and the Guarantor irrevocably and unconditionally waive and agree not to raise any objection
which any of them may have now or subsequently to the laying of the venue of any Proceedings in the courts of
England and any claim that any Proceedings have been brought in an inconvenient forum and further irrevocably
and unconditionally agree that a judgment in any Proceedings brought in the courts of England shall be conclusive
and binding upon each of them and may be enforced in the courts of any other jurisdiction. Nothing in this
Condition shall limit any right to take Proceedings against the Issuer and/or the Guarantor in any other court of
competent jurisdiction, nor shall the taking of Proceedings in one or more jurisdictions preclude the taking of
Proceedings in any other jurisdiction, whether concurrently or not.

The Issuer and the Guarantor irrevocably and unconditionally appoint Law Debenture Corporate Services
Limited at Fifth Floor, 100 Wood Street, London EC2V 7EX as agent for service of process in England in respect
of any Proceedings in England and undertake that in the event of it ceasing so to act the Issuer and the Guarantor
will forthwith appoint a further person as their agent for that purpose and notify the name and address of such
person to the Agent and agree that, failing such appointment within fifteen days, any Noteholder shall be entitled
to appoint such a person by written notice addressed to the Issuer and the Guarantor and delivered to the Issuer
and the Guarantor or to the specified office of the Agent. Nothing contained herein shall affect the right of any
Noteholder to serve process in any other manner permitted by law.

19. Rights of Third Parties

No person shall have any right to enforce any term or condition of any Notes under the Contracts (Rights of
Third Parties) Act 1999.
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TERMS AND CONDITIONS OF NOTES
ISSUED BY GAS NATURAL CAPITAL MARKETS, S.A.

The following is the text of the terms and conditions which, as supplemented, amended and/or replaced by
the relevant Final Terms, will be endorsed on each Note in definitive form issued by Gas Natural Capital Markets,
S.A. under the Programme. The terms and conditions applicable to any Note in global form will differ from those
terms and conditions which would apply to the Note were it in definitive form to the extent described in the Base
Prospectus dated 15 December 2009 relating to the Notes, under Form of the Notes .

Gas Natural Finance B.V. and Gas Natural Capital Markets, S.A. have established a Euro Medium Term
Note Programme (the Programme) for the issuance of up to Euro 10,000,000,000 in aggregate nominal amount of
Notes (the Notes) guaranteed by Gas Natural SDG, S.A.

Notes issued under the Programme are issued in series (each a Series) and each Series may comprise one or
more tranches (each a Tranche)  of  Notes.  Each  Tranche  is  the  subject  of  final  terms  (the Final Terms) which
supplements these terms and conditions (the Conditions). The terms and conditions applicable to any particular
Tranche of Notes are these Conditions as supplemented, amended and/or replaced by the relevant Final Terms. In
the event of any inconsistency between these Conditions and the relevant Final Terms, the relevant Final Terms
shall prevail. All subsequent references in these Conditions to Notes  are to the Notes which are the subject of
the relevant Final Terms. The Notes are the subject of an amended and restated agency agreement dated on or
about 15 December 2009 (the Agency Agreement, which expression shall include any further amendments or
supplements thereto) and made between Gas Natural Finance B.V., Gas Natural Capital Markets, S.A. (the
Issuer), Gas Natural SDG, S.A. as Guarantor (the Guarantor), Citibank, N.A., London Branch in its capacity as
Agent (the Agent or Calculation Agent, which expressions shall include any successor to Citibank, N.A., London
Branch in its capacity as such) and the Paying Agents named therein (the Paying Agents, which expression shall
include the Agent and any substitute or additional Paying Agents appointed in accordance with the Agency
Agreement). The Notes, the Receipts and the Coupons (each as defined below) also have the benefit of a deed of
covenant (the Deed of Covenant, which expression shall include any amendments or supplements thereto) dated
on or about 15 December 2009 executed by the Issuer in relation to the Notes. The Guarantor has, for the benefit
of the holders of the Notes from time to time (the Noteholders), executed and delivered a deed of guarantee (the
Deed of Guarantee) dated on or about 15 December 2009 under which it has guaranteed the due and punctual
payment of all amounts due by the Issuer under the Notes and the Deed of Covenant as and when the same shall
become due and payable. If so required by Spanish law, the Issuer will execute an escritura pública (Public Deed)
before a Spanish Notary Public in relation to the Notes and will register such Public Deed with the Mercantile
Registry of Barcelona on or prior to the issue date of the Notes. The Public Deed contains, among other
information, the terms and conditions of the Notes.

Interest bearing definitive Notes (unless otherwise indicated in the applicable Final Terms) have interest
coupons (Coupons) and, if indicated in the applicable Final Terms, talons for further Coupons (Talons) attached
on issue. Any reference herein to Coupons or coupons shall, unless the context otherwise requires, be deemed to
include a reference to Talons or talons. Definitive Notes repayable in instalments have receipts (Receipts) for the
payment of the instalments of principal (other than the final instalment) attached on issue.

Copies of the Deed of Covenant, the Agency Agreement, the Deed of Guarantee and the Final Terms
applicable to the Notes are available for inspection during normal business hours at the specified office of each of
the Paying Agents. All persons from time to time entitled to the benefit of obligations under any Notes are deemed
to have notice of, and are entitled to the benefit of, all the provisions of the Deed of Covenant, the Agency
Agreement, the Deed of Guarantee and the applicable Final Terms, which are binding on them.

Words and expressions defined in the Deed of Covenant, the Agency Agreement, the Deed of Guarantee or
used in the applicable Final Terms shall have the same meanings where used in these Conditions unless the
context otherwise requires or unless otherwise stated and provided that, in the event of inconsistency, the
applicable Final Terms will prevail.
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1. Form, Denomination and Title

The Notes are in bearer form and, in the case of definitive Notes, serially numbered in the Specified
Currency and the Specified Denomination(s), provided that in the case of any Notes which are to be admitted to
trading on a regulated market within the European Economic Area or offered to the public in a Member State of
the European Economic Area in circumstances which require the publication of a prospectus under the Prospectus
Directive, the minimum Specified Denomination shall be euro 50,000 (or its equivalent in any other currency as at
the date of issue of those Notes). Notes of one Specified Denomination may not be exchanged for Notes of
another Denomination.

So long as the Notes are represented by a temporary Global Note or permanent Global Note and the
relevant clearing system(s) so permit, the Notes will be tradeable only (a) if the Specified Denomination stated in
the relevant Final Terms is euro 50,000 (or its equivalent in another currency) , in the authorised denomination
of euro 50,000 (or its equivalent in another currency) and integral multiples of euro 50,000 (or its equivalent in
another currency) thereafter, or (b) if the Specified Denomination stated in the relevant Final Terms is euro
50,000 (or its equivalent in another currency) and integral multiples of euro 1,000 (or its equivalent in another
currency) in excess thereof , in the minimum authorised denomination of euro 50,000 (or its equivalent in
another currency) and higher integral multiples of euro 1,000 (or its equivalent in another currency),
notwithstanding that no definitive notes will be issued with a denomination above euro 99,000 (or its equivalent in
another currency).

Definitive Notes are issued with Coupons attached.

Subject as set out below, title to the Notes, Receipts and Coupons will pass by delivery. Subject as set out
below, the Issuer, the Guarantor, and any Paying Agent may deem and treat (and no such person will be liable for
so deeming and treating) the bearer of any Note, Receipt or Coupon as the absolute owner thereof (whether or not
overdue and notwithstanding any notice of ownership or writing thereon or notice of any previous loss or theft
thereof) for all purposes but, in the case of any global Note, without prejudice to the provisions set out in the next
succeeding paragraph.

For  so  long  as  any  of  the  Notes  is  represented  by  a  global  Note,  each  person  who is  for  the  time  being
shown  in  the  records  of  Euroclear  Bank  SA/NV  (Euroclear) or of Clearstream Banking SA (Clearstream,
Luxembourg) as the holder of a particular nominal amount of Notes (in which regard any certificate or other
document issued by Euroclear or Clearstream, Luxembourg as to the nominal amount of Notes standing to the
account of any person shall be conclusive and binding for all purposes save in the case of manifest error) shall be
deemed to be the holder of such nominal amount of Notes for all purposes other than with respect to the payment
of principal or interest on the Notes, for which purpose the bearer of the relevant global Note shall be deemed to
be the holder of such nominal amount of Notes in accordance with and subject to the terms of the relevant global
Note (and the expressions Noteholder and holder of Notes and related expressions shall be construed
accordingly). Notes which are represented by a global Note will be transferable only in accordance with the rules
and procedures for the time being of Euroclear or of Clearstream, Luxembourg, as the case may be.

Any reference herein to Euroclear and/or Clearstream, Luxembourg shall, whenever the context so permits,
except in relation to Notes issued in NGN form, be deemed to include a reference to any additional or alternative
clearance system approved by the Issuer, the Guarantor and the Agent.

2. Status of the Notes

The Notes and the relative Receipts and Coupons (if any) are direct, unconditional, unsubordinated and
(subject to Condition 4) unsecured obligations of the Issuer ranking pari passu without any preference among
themselves and (subject to any applicable statutory exceptions) at least pari passu with all other present and future
unsecured and unsubordinated obligations of the Issuer.

Holders of Notes acknowledge that all Notes issued or to be issued by the Issuer under the Programme shall
rank pari passu among themselves regardless of their respective issue date. By purchasing the Notes, holders of
the Notes expressly waive any priority that may apply to them pursuant to Article 288 of the Ley de Sociedades
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Anónimas (Spanish Companies Law) and, therefore, acknowledge that their rights under the Notes shall rank pari
passu with rights of holders of other Notes issued by the Issuer under the Programme.

In the event of insolvency (concurso) of the Issuer, under the Insolvency Law, claims relating to Notes
(unless they qualify by law as subordinated credits under Article 92 of the Insolvency Law) will be ordinary
credits (créditos ordinarios) as defined by the Insolvency Law. Ordinary credits rank below credits against the
insolvency estate (créditos contra la masa) and credits with a privilege (créditos privilegiados). Ordinary credits
rank above subordinated credits and the rights of shareholders.

3. Status of the Deed of Guarantee

Deed of Guarantee

The payment of principal and interest together with all other sums payable by the Issuer in respect of the
Notes has been unconditionally and irrevocably guaranteed by the Guarantor. The obligations of the Guarantor
under the Deed of Guarantee constitute direct, unconditional, unsubordinated and (subject to Condition 4)
unsecured obligations of the Guarantor and (subject to any applicable statutory exceptions) rank pari passu with
all other present and future outstanding, unsecured and unsubordinated obligations of the Guarantor.

In the event of insolvency (concurso) of the Guarantor, under the Insolvency Law, claims under the
Guarantee relating to Notes (unless they qualify by law as subordinated credits under Article 92 of the Insolvency
Law) will be ordinary credits (créditos ordinarios) as defined in the Insolvency Law. Ordinary credits rank below
credits against the insolvency estate (créditos contra la masa) and credits with a privilege (créditos
privilegiados). Ordinary credits rank above subordinated credits and the rights of shareholders.

4. Negative Pledge

So long as any Note remains outstanding (as defined in the Agency Agreement):

(a) neither the Issuer nor the Guarantor shall create or permit to subsist any Security Interest (other than
a Permitted Security Interest) upon the whole or any part of its present or future undertaking, assets
or revenues (including uncalled capital) to secure any Relevant Indebtedness or any Guarantee of
any Relevant Indebtedness; and

(b) the Issuer and the Guarantor shall procure that none of their respective Subsidiaries will create or
permit to subsist any Security Interest (other than a Permitted Security Interest) upon the whole or
any part of its present or future undertaking, assets or revenues (including uncalled capital) to secure
any Relevant Indebtedness or any Guarantee of any Relevant Indebtedness,

without at the same time or prior thereto (i) securing the Notes equally and rateably therewith or (ii)
providing such other security for the Notes as may be approved by a resolution of the relevant Syndicate of
Noteholders (as defined in Condition 12).

In these Conditions:

Guarantee means, in relation to any Indebtedness of any Person, any obligation of another Person to pay
such Indebtedness including (without limitation):

(i) any obligation to purchase such Indebtedness;

(ii) any obligation to lend money, to purchase or subscribe shares or other securities or to purchase
assets or services in order to provide funds for the payment of such Indebtedness;

(iii) any indemnity against the consequences of a default in the payment of such Indebtedness; and

(iv) any other agreement to be responsible for such Indebtedness;
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Indebtedness means any indebtedness of any Person for money borrowed or raised including (without
limitation) any indebtedness for or in respect of:

(i) amounts raised by acceptance under any acceptance credit facility;

(ii) amounts raised under any note purchase facility;

(iii) the amount of any liability in respect of leases or hire purchase contracts which would, in accordance
with applicable law and generally accepted accounting principles, be treated as finance or capital
leases;

(iv) the amount of any liability in respect of any purchase price for assets or services the payment of
which is deferred for a period in excess of 60 days; and

(v) amounts raised under any other transaction (including, without limitation, any forward sale or
purchase agreement) having the commercial effect of a borrowing;

Permitted Security Interest means:

(i) in relation to the Issuer or any of its Subsidiaries:

(A) any Security Interest arising by operation of law and in the ordinary course of business of the
Issuer or any of its Subsidiaries which does not (either alone or together with any one or more
other such Security Interests) materially impair the operation of such business and which has
not been enforced against the assets to which it attaches; and

(B) any Security Interest that does not fall within sub-paragraph (A) above and that secures
Relevant Indebtedness which, when aggregated with Relevant Indebtedness secured by all
other Security Interests permitted under this sub-paragraph, does not exceed euro 50,000,000
(or its equivalent in other currencies); and

(ii) in relation to the Guarantor or any of its Subsidiaries:

(A) any Security Interest in existence on 17 November 2005 to the extent that it secures Relevant
Indebtedness outstanding on such date;

(B) any Security Interest arising by operation of law and in the ordinary course of business of the
Guarantor or any of its Subsidiaries which does not (either alone or together with any one or
more other such Security Interests) materially impair the operation of such business and
which has not been enforced against the assets to which it attaches;

(C) any Security Interest to secure Project Finance Debt;

(D) any Security Interest created in respect of Relevant Indebtedness of an entity that has merged
with, or has been acquired (whether in whole or in part) by, the Guarantor or any of its
Subsidiaries, provided that such Security Interest:

(i)  was in existence at the time of such merger or acquisition;

(ii)  was not created for the purpose of providing security in respect of the financing of such
merger or acquisition; and

(iii)  is not increased in amount or otherwise extended following such merger or acquisition
other than pursuant to a legal or contractual obligation (x) which was assumed (by
operation of law, agreement or otherwise) prior to such merger or acquisition by an



57

entity which, at such time, was not a Subsidiary of the Guarantor, and (y) which remains
legally binding on such entity at the time of such merger or acquisition; and

(E) any Security Interest that does not fall within sub-paragraphs (A), (B), (C) or (D) above and
that secures Relevant Indebtedness which, when aggregated with Relevant Indebtedness
secured by all other Security Interests permitted under this sub-paragraph, does not exceed
euro 50,000,000 (or its equivalent in other currencies);

Person means any individual, company, corporation, firm, partnership, joint venture, association,
organisation, state or agency of a state or other entity, whether or not having separate legal personality;

Project Finance Assets means the assets (including, for the avoidance of doubt, shares (or other interests))
of a Project Finance Entity;

Project Finance Entity means any entity in which the Guarantor or any of its Subsidiaries holds an interest
whose only assets and business are constituted by: (i) the ownership, creation, development, construction,
improvement, exploitation or operation of one or more of such entity s assets, or (ii) shares (or other interests) in
the capital of other entities that satisfy limb (i) of this definition;

Project Finance Debt means any Relevant Indebtedness:

(i) incurred by a Project Finance Entity in respect of the activities of such entity or another Project
Finance Entity in which it holds shares (or other interests); or

(ii) any Subsidiary formed exclusively for the purpose of financing a Project Finance Entity,

where, in each case, the holders of such Relevant Indebtedness have no recourse against the Guarantor or any of
its Subsidiaries (or its or their respective assets), except for recourse to (y) the Project Finance Assets of such
Project Finance Entities; and (z) in the case of (ii) above only, the Subsidiary incurring such Relevant
Indebtedness.

Relevant Indebtedness means any Indebtedness which is in the form of or represented by any bond, note,
debenture, debenture stock, loan stock, certificate or other instrument which is, or is capable of being, listed,
quoted or traded on any stock exchange or in any securities market (including, without limitation, any over-the-
counter market);

Security Interest means any mortgage, charge, pledge, lien or other security interest including, without
limitation, anything analogous to any of the foregoing under the laws of any jurisdiction; and

Subsidiary means, in relation to any Person (the first Person) at any particular time, any other Person (the
second Person):

(i)  whose  affairs  and  policies  the  first  Person  controls  or  has  the  power  to  control,  whether  by
ownership of share capital, contract, the power to appoint or remove members of the governing body
of the second Person or otherwise; or

(ii) whose financial statements are, in accordance with applicable law and generally accepted accounting
principles, fully consolidated with those of the first Person.

5. Interest

(a) Interest on Fixed Rate Notes

(i) Each Fixed Interest Rate Note shall bear interest on its nominal amount (or, if it is a Partly Paid
Note, the amount paid up) from, and including, the Interest Commencement Date (which shall be the
date of issue thereof or such other date as may be specified in the relevant Final Terms) in respect
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thereof at the rate per annum (expressed as a percentage) equal to the Rate(s) of Interest specified in
the relevant Final Terms and on the Maturity Date specified in the relevant Final Terms if that date
does not fall on an Interest Payment Date.

(ii) The first payment of interest will be made on the Interest Payment Date next following the Interest
Commencement Date and, if the period between the Interest Commencement Date and the first
Interest Payment Date is different from the periods between Interest Payment Dates, will amount to
the  initial  Broken  Amount  specified  in  the  relevant  Final  Terms.  If  the  Maturity  Date  is  not  an
Interest Payment Date, interest from, and including, the preceding Interest Payment Date (or from
the Interest Commencement Date, as the case may be) to, but excluding, the Maturity Date will
amount to the final Broken Amount specified in the relevant Final Terms.

If interest is required to be calculated for a period ending other than on an Interest Payment Date,
such interest shall be calculated by applying the Rate of Interest to each Specified Denomination,
multiplying such sum by the applicable Day Count Fraction, and rounding the resultant figure to the
nearest sub-unit of the relevant Specified Currency, half of any such sub-unit being rounded upwards
or otherwise in accordance with applicable market convention.

If a Fixed Coupon Amount or a Broken Amount is specified in the applicable Final Terms, the
amount of interest payable on each Interest Payment Date will amount to the Fixed Coupon Amount
or, if applicable, the Broken Amount so specified.

(iii) If interest is required to be calculated for a period of other than a full year, such interest shall be
calculated:

(a) if Actual/Actual (ICMA) is specified in the relevant Final Terms:

(i) where the Calculation Period is equal to or shorter than the Determination Period
during which it falls, the actual number of days in the Calculation Period divided by
the product of (1) the actual number of days in such Calculation Period; and (2) the
number of Determination Periods in any period of one year; and

(ii) where the Calculation Period is longer than one Determination Period, the sum of:

(A) the actual number of days in such Calculation Period falling in the
Determination Period in which it begins divided by the product of (1) the actual
number of days in such Determination Period; and (2) the number of
Determination Periods in any period of one year; and

(B) the actual number of days in such Calculation Period falling in the next
Determination Period divided by the product of (1) the actual number of days in
such Determination Period; and (2) the number of Determination Periods in any
period of one year,

where:

Determination Period means the period from and including a Determination Date in any year to but
excluding the next Determination Date; and

Determination Date means  the  date  specified  as  such  in  the  relevant  Final  Terms  or,  if  none  is  so
specified, the Interest Payment Date(s) or the Specified Interest Payment Dates, as the case may be.

(b) if 30/360 is specified in the relevant Final Terms, the number of days in the Calculation Period
divided by 360, calculated on a formula basis as follows:
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[360 x (Y2  Y1)] + [30 x (M2  M1)] + (D2  D1)

Day Count Fraction =

360
  where:

Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y2 is the year, expressed as a number, in which the day immediately following the last day of the
Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest Period falls;

M2 is the calendar month, expressed as a number, in which the day immediately following the last
day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period, unless such number would
be 31, in which case D1 will be 30; and

D2 is the calendar day, expressed as a number, immediately following the last day included in the
Interest Period, unless such number would be 32 and D2 is greater than 29, in which case D2 will be
30.

In these Conditions sub-unit means, with respect to any currency other than euro, the lowest amount of
such currency that is available as legal tender in the country of such currency and, with respect to euro,
means one cent.

(b) Interest on Floating Rate Notes and Index-linked Notes

(i)  Specified Interest Payment Dates

Each Floating Rate Note and Index-linked Note bears interest on its outstanding nominal amount
from (and including) the Interest Commencement Date specified in the applicable Final Terms
and such interest will be payable in arrear on each interest payment date (each a Specified
Interest Payment Date) which (save as otherwise mentioned in these Conditions or the
applicable Final Terms) falls the number of months or other period specified as the Interest
Period in the applicable Final Terms after the preceding Specified Interest Payment Date or, in
the case of the First Interest Payment Date, after the Interest Commencement Date.

If  a  business  day  convention  is  specified  in  the  applicable  Final  Terms  and  if  any  Specified
Interest Payment Date would otherwise fall on a day which is not a Business Day (as defined
below), then, if the business day convention specified is:

(1) in any case where Interest Periods are specified in accordance with Condition 5(b)(i)
above, the Floating Rate Convention, such Specified Interest Payment Date shall be
postponed to the next day which is a Business Day unless it would thereby fall into the
next calendar month, in which event (A) such Specified Interest Payment Date shall be
brought forward to the immediately preceding Business Day and (B) each subsequent
Specified Interest Payment Date shall be the last Business Day in the month which falls
the number of months or other period specified as the Interest Period in the applicable
Final Terms after the preceding applicable Specified Interest Payment Date occurred; or

(2) the Following Business Day Convention, such Specified Interest Payment Date shall be
postponed to the next day which is a Business Day; or
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(3)   the Modified Following Business Day Convention, such Specified Interest Payment
Date shall be postponed to the next day which is a Business Day unless it would thereby
fall into the next calendar month, in which event such Specified Interest Payment Date
shall be brought forward to the immediately preceding Business Day; or

(4) the Preceding Business Day Convention, such Specified Interest Payment Date shall be
brought forward to the immediately preceding Business Day.

Business Day means (unless otherwise stated in the applicable Final Terms) a day which is both:

(A) a day (other than a Saturday or a Sunday) on which commercial banks and foreign
exchange markets are open for business in London and Madrid and any Additional
Business Centre specified in the applicable Final Terms; and

(B) either (1) in relation to Notes denominated in a Specified Currency other than euro, a
day on which commercial banks and foreign exchange markets settle payments in the
principal financial centre of the country of the relevant Specified Currency (if other than
London and which if the Specified Currency is Australian dollars shall be Melbourne) or
(2) in relation to Notes denominated in euro, a TARGET Business Day; and

TARGET Business Day means a day on which the TARGET system (as defined in Condition
5(b)(iv)) is operating.

(ii) Rate of Interest for Floating Rate Notes

The Rate of Interest payable from time to time in respect of Floating Rate Notes will be
determined in the manner specified in the applicable Final Terms.

(iii) ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the applicable Final Terms as the manner in which the
Rate of Interest is to be determined, the Rate of Interest for each Interest Period will be the
relevant ISDA Rate plus or minus (as indicated in the applicable Final Terms) the Margin (if
any). For the purposes of this sub-paragraph (iii), ISDA Rate for an Interest Period means a rate
equal to the Floating Rate that would be determined by the Calculation Agent or other person
specified in the applicable Final Terms under an interest rate swap transaction if the Calculation
Agent or that other person were acting as Calculation Agent for that swap transaction under the
terms of an agreement incorporating the 2006 ISDA Definitions, as published by the
International Swaps and Derivatives Association, Inc. (the ISDA Definitions), and under which:

(A) the Floating Rate Option is as specified in the applicable Final Terms;

(B) the Designated Maturity is a period equal to that Interest Period; and

(C) the relevant Reset Date is either (i) if the applicable Floating Rate Option is based on the
London inter-bank offered rate (LIBOR) (or, in the case of Notes denominated or
payable in euro, the euro zone interbank market (EURIBOR)) for a currency, the first
day of that Interest Period or (ii) in any other case, as specified in the applicable Final
Terms.

For purposes of this sub-paragraph (iii), Floating Rate, Calculation Agent, Floating Rate
Option, Designated Maturity and Reset Date have the meanings given to those terms in the
ISDA Definitions.

Where this sub-paragraph (iii) applies, in respect of each relevant Interest Period, the Calculation
Agent will be deemed to have discharged its obligations under paragraph (g) below in respect of
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the determination of the Rate of Interest if it has determined the Rate of Interest in respect of
such Interest Period in the manner provided in this sub-paragraph (iii).

(iv)  Screen Rate Determination for Floating Rate Notes

Where so specified in the applicable Final Terms, the Rate of Interest for each Interest Period
will, subject as provided below, be either:

(A) the offered quotation (if there is only one quotation on the Relevant Screen Page (as
indicated in the applicable Final Terms)), expressed as a percentage rate per annum; or

(B) the arithmetic mean (rounded if necessary to the fourth decimal place, with 0.00005
being rounded upwards) of the offered quotations (expressed as a percentage rate per
annum),

for deposits in the Specified Currency for that Interest Period which appears or appear, as the
case may be, on the Relevant Screen Page as at 11.00a.m. (London time or, where the Reference
Rate is EURIBOR, Brussels time) on the Interest Determination Date in question plus or minus
(as indicated in the applicable Final Terms) the Margin (if any), all as determined by the
Calculation Agent. If five or more such offered quotations are available on the Relevant Screen
page, the highest (or, if there is more than one such highest quotation, one only of such
quotations) shall be disregarded by the Calculation Agent for the purpose of determining the
arithmetic mean (rounded as provided above) of such offered quotations.

If  the  Relevant  Screen  Page  is  not  available  or  if,  in  the  case  of  (A)  above,  no  such  quotation
appears or, in the case of (B) above, fewer than three of such offered quotations appear, in each
case as at such time, the Calculation Agent shall request the principal London office of each of
the Reference Banks (as defined below) or, in the case of the determination of EURIBOR, the
principal office of each of four EURIBOR Reference Banks (as defined below) to provide the
Calculation Agent with its offered quotation (expressed as a percentage rate per annum) for
deposits in the Specified Currency for the relevant Interest Period to leading banks in the London
inter-bank market (or, in the case of the determination of EURIBOR, where the Reference Rate
of EURIBOR is used for Notes denominated or payable in euro, the euro zone interbank market)
as at 11.00 a.m. (London time or, where the Reference Rate is EURIBOR, Brussels time) on the
Interest Determination Date in question. If two or more of the Reference Banks or, as the case
may be, EURIBOR Reference Banks provide the Calculation Agent with such offered
quotations, the Rate of Interest for such Interest Period shall be the arithmetic mean (rounded as
provided above) of such offered quotations plus or minus (as indicated in the applicable Final
Terms) the Margin (if any), all as determined by the Calculation Agent.

If on any Interest Determination Date one only or none of the Reference Banks or, as the case
may be, EURIBOR Reference Banks, provides the Calculation Agent with such an offered
quotation as provided above, the Rate of Interest for the relevant Interest Period shall be the rate
per annum which the Calculation Agent determines as being the arithmetic mean (rounded as
provided above) of the rates, as communicated to (and at the request of) the Calculation Agent by
the Reference Banks or, as the case may be, EURIBOR Reference Banks, or any two or more of
them, at which such banks were offered, as at 11.00 a.m. (London time or, where the Reference
Rate is EURIBOR, Brussels time) on the relevant Interest Determination Date, deposits in the
Specified Currency for the relevant Interest Period by leading banks in the London inter-bank
market (or, in the case of the determination of EURIBOR, where the Reference Rate of
EURIBOR is used for Notes denominated or payable in euro, the euro zone interbank market)
plus or minus (as indicated in the applicable Final Terms) the Margin (if any) or, if fewer than
two  of  the  Reference  Banks  or,  as  the  case  may  be,  EURIBOR  Reference  Banks,  provide  the
Calculation Agent with such offered rates, the offered rate for deposits in the Specified Currency
for the relevant Interest Period, or the arithmetic mean (rounded as provided above) of the
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offered rates for deposits in the Specified Currency for the relevant Interest Period, at which, on
the relevant Interest Determination Date, any one or more banks (which bank or banks is or are
suitable for such purpose) informs the Calculation Agent it is quoting to leading banks in the
London inter-bank market (or, in the case of the determination of EURIBOR, the euro zone
interbank market) (or, as the case may be, the quotations of such bank or banks to the Calculation
Agent) plus or minus (as indicated in the applicable Final Terms) the Margin (if any), provided
that, if the Rate of Interest cannot be determined in accordance with the foregoing provisions of
this sub-paragraph (iv), the Rate of Interest shall be the sum of the Margin and the offered rate or
(as the case may be) the arithmetic mean of the offered Notes last determined in relation to the
Notes in respect of the preceding Interest Period.

In this Condition, the following expressions shall have the following meanings:

Reference Banks means,  in the case of (A) above, those banks whose offered rate was used to
determine such quotation when such quotation last appeared on the Relevant Screen Page and, in
the case of (B) above, those banks whose offered quotations last appeared on the Relevant Screen
Page when no fewer than three such offered quotations appeared;

EURIBOR Reference Bank means a major bank operating in the Euro zone interbank market
and EURIBOR Reference Banks shall be construed accordingly.

Interest Determination Date means,  with  respect  to  a  Rate  of  Interest  and  Interest  Period,  the
date specified as such in the relevant Final Terms or, if none is so specified, (i) the first day of
such Interest Period if the Specified Currency is Sterling or (ii) the second Business Day in
London prior to the commencement of such Interest Period if the Specified Currency is neither
Sterling nor euro or (iii) the second TARGET Business Day prior to the commencement of such
Interest Period if the Specified Currency is euro.

TARGET system means the Trans-European Automated Real-time Gross Settlement Express
Transfer (known as TARGET 2) System which was launched on 19 November 2007, or any
successor thereto.

If the Reference Rate from time to time in respect of Floating Rate Notes is specified as being
other than the London inter-bank offered rate (or, in the case of Notes denominated or payable in
euro, the euro zone interbank market offered rate), the Rate of Interest in respect of such Notes
will be determined as provided in the applicable Final Terms.

(v) Rate of Interest for Index-linked Notes

The Rate of Interest in respect of Index-linked Notes for each Interest Period shall be determined
in the manner specified hereon otherwise as specified in the applicable Final Terms and interest
will accrue by reference to an Index or Formula as set out in the applicable Final Terms.

(c) Dual Currency Notes

In the case of Dual Currency Notes, if the rate or amount of interest falls to be determined by reference to a
Rate of Exchange, the rate or amount of interest payable shall be determined in the manner specified in the
applicable Final Terms.

(d) Partly Paid Notes

In the case of Partly Paid Notes,  interest  will  accrue as aforesaid on the paid-up nominal amount of such
Notes and otherwise as specified in the applicable Final Terms.

(e) Accrual of Interest

Each Note (or in the case of the redemption of part only of a Note, that part only of such Note) will cease to
bear interest (if any) from the due date for its redemption unless, upon due presentation thereof, payment of
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principal is improperly withheld or refused. In such event, interest will continue to accrue thereon (as well after as
before any demand or judgment) at the rate then applicable to the principal amount of the Notes or such other rate
as may be specified in the relevant Final Terms until the date on which, upon (except in the case of any payment
where presentation and/or surrender of the relevant Note is not required as a precondition of payment) due
presentation of the relevant Note, the relevant payment is made or, if earlier (except in the case of any payment
where presentation and/or surrender of the relevant Note is not required as a precondition of payment), the seventh
day after the date on which the Agent having received the funds required to make such payment, notice is given to
the Noteholders in accordance with Condition 15 of that circumstance (except to the extent that there is failure in
the subsequent payment thereof to the relevant Noteholder).

(f) Minimum and/or Maximum Rate of Interest

If the applicable Final Terms specify a Minimum Rate of Interest for any Interest Period then, in the event
that the Rate of Interest in respect of any such Interest Period determined in accordance with the above provisions
is less than such Minimum Rate of Interest, the Rate of Interest for such Interest Period shall be such Minimum
Rate of Interest. If the applicable Final Terms specify a Maximum Rate of Interest for any Interest Period then, in
the event that the Rate of Interest in respect of any such Interest Period determined in accordance with the above
provisions is greater than such Maximum Rate of Interest, the Rate of Interest for such Interest Period shall be
such Maximum Rate of Interest.

(g) Determination of Rate of Interest and Calculation of Interest Amount

The Calculation Agent will, at or as soon as practicable after each time at which the Rate of Interest is to be
determined, determine the Rate of Interest and calculate the amount of interest (the Interest Amount) payable in
respect of any Notes in respect of each Specified Denomination for the relevant Interest Period. Each Interest
Amount shall be calculated by applying the Rate of Interest to each Specified Denomination multiplying such sum
by the applicable Day Count Fraction, and rounding the resultant figure to the nearest sub-unit of the relevant
Specified Currency, half of any such sub-unit being rounded upwards or otherwise in accordance with applicable
market convention.

Day Count Fraction means, in respect of the calculation of an amount of interest on any Note for any
period of time (whether or not constituting an Interest Period, the Calculation Period):

(i) if Actual/Actual or Actual/Actual (ISDA) is specified in the relevant Final Terms, the actual number
of days in the Calculation Period divided by 365 (or, if any portion of that Calculation Period falls in
a leap year, the sum of (A) the actual number of days in that portion of the Calculation Period falling
in a leap year divided by 366; and (B) the actual number of days in that portion of the Calculation
Period falling in a non-leap year divided by 365);

(ii) if Actual/365 (Fixed) is specified in the relevant Final Terms, the actual number of days in the
Calculation Period divided by 365;

(iii) if Actual/360 is specified in the relevant Final Terms, the actual number of days in the Calculation
Period divided by 360;

(iv) if 30/360, 360/360 or Bond Basis is specified in the relevant Final Terms, the number of days in the
Calculation Period divided by 360, calculated on a formula basis as follows:

[360 x (Y2  Y1)] + [30 x (M2  M1)] + (D2  D1)

Day Count Fraction =

360
  where:

Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;
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Y2 is the year, expressed as a number, in which the day immediately following the last day of the
Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest Period falls;

M2 is the calendar month, expressed as a number, in which the day immediately following the last
day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period, unless such number would
be 31, in which case D1 will be 30; and

D2 is the calendar day, expressed as a number, immediately following the last day included in the
Interest Period, unless such number would be 32 and D2 is greater than 29, in which case D2 will be
30;

(v) if 30E/360 or Eurobond Basis is specified in the relevant Final Terms, the number of days in the
Calculation Period divided by 360, calculated on a formula basis as follows:

[360 x (Y2  Y1)] + [30 x (M2  M1)] + (D2  D1)

Day Count Fraction =

360
  where:

Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y2 is the year, expressed as a number, in which the day immediately following the last day of the
Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest Period falls;

M2 is the calendar month, expressed as a number, in which the day immediately following the last
day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period, unless such number would
be 31, in which case D1 will be 30; and

D2 is the calendar day, expressed as a number, immediately following the last day included in the
Interest Period, unless such number would be 31, in which case D2 will be 30;

(vi) if 30E/360 (ISDA) is specified in the relevant Final Terms, the number of days in the Calculation
Period divided by 360, calculated on a formula basis as follows:

[360 x (Y2  Y1)] + [30 x (M2  M1)] + (D2  D1)

Day Count Fraction =

360
  where:

Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y2 is the year, expressed as a number, in which the day immediately following the last day of the
Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest Period falls;
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M2 is the calendar month, expressed as a number, in which the day immediately following the last
day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period, unless (i) that day is the
last day of February; or (ii) such number would be 31, in which case D1 will be 30; and

D2 is the calendar day, expressed as a number, immediately following the last day included in the
Interest Period, unless (i) such day is the last day of February but not the Maturity Date; or (ii) such
number would be 31, in which case D2 will be 30; and

(vii) if Actual/Actual (ICMA) is specified in the relevant Final Terms:

(a) where the Calculation Period is equal to or shorter than the Determination Period during
which it falls, the actual number of days in the Calculation Period divided by the product
of (1) the actual number of days in such Calculation Period; and (2) the number of
Determination Periods in any period of one year; and

(b) where the Calculation Period is longer than one Determination Period, the sum of:

(A) the actual number of days in such Calculation Period falling in the
Determination Period in which it begins divided by the product of (1) the actual
number of days in such Determination Period; and (2) the number of
Determination Periods in any period of one year; and

(B) the actual number of days in such Calculation Period falling in the next
Determination Period divided by the product of (1) the actual number of days in
such Determination Period; and (2) the number of Determination Periods in any
period of one year.

(h) Notification of Rate of Interest and Interest Amount

The Calculation Agent will cause the Rate of Interest and each Interest Amount for each Interest Period and
the relevant Interest  Payment Date or Specified Interest  Payment Date,  as the case may be,  to be notified to the
Issuer, the Guarantor and to any listing authority, stock exchange and/or quotation system on which the relevant
Notes are for the time being listed, traded and/or quoted, and to be published in accordance with Condition 15 as
soon as possible after their determination but in no event later than the fourth Business Day thereafter. Each
Interest Amount and Interest Payment Date or Specified Interest Payment Date, as the case may be, so notified
may subsequently be amended (or appropriate alternative arrangements made by way of adjustment) without
notice in the event of an extension or shortening of the Interest Period. Any such amendment will be promptly
notified to each listing authority, stock exchange and/or quotation system on which the relevant Notes are for the
time being listed, traded and/or quoted.

(i) Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and decisions given,
expressed, made or obtained for the purposes of the provisions of this paragraph (b) shall (in the absence of wilful
default, bad faith or manifest error) be binding on the Issuer, the Guarantor, the Agent, the Paying Agents and all
Noteholders and (in the absence as aforesaid) no liability to the Issuer, the Guarantor or the Noteholders shall
attach to the Agent in connection with the exercise or non-exercise by them of their powers, duties and discretions
pursuant to such provisions.

6. Redemption and Purchase

(a) Redemption at Maturity

Unless previously redeemed or purchased and cancelled as specified below, each Note will be redeemed by
the Issuer, failing which the Guarantor at its Final Redemption Amount specified in, or determined in the manner
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specified in, the applicable Final Terms in the relevant Specified Currency on the Maturity Date specified in the
applicable Final Terms (in the case of a Note other than a Floating Rate Note) or on the Specified Interest
Payment Date falling in the Redemption Month specified in the applicable Final Terms (in the case of a Floating
Rate Note).

(b) Redemption for Tax Reasons

If, in relation to any Series of Notes (i) as a result of any change in the laws or regulations of the Kingdom
of Spain or of any political subdivision thereof or any authority or agency therein or thereof having power to tax
or in the interpretation or administration of any such laws or regulations which becomes effective on or after the
date of issue of such Notes or any earlier date specified in the Final Terms the Issuer or the Guarantor, as
applicable, would be required to pay additional amounts as provided in Condition 10 and (ii) such circumstances
are evidenced by the delivery by the Issuer or the Guarantor, as applicable, to the Agent of a certificate signed by
a director of the Issuer or two directors of the Guarantor, as applicable, stating that the said circumstances prevail
and describing the facts leading thereto and an opinion of independent legal advisers of recognised standing to the
effect that such circumstances prevail, the Issuer may, at its option and having given no less than 30 nor more than
60 days  notice (ending, in the case of Notes which bear interest at a floating rate, on a day upon which interest is
payable) to the Noteholders in accordance with Condition 15 (which notice shall be irrevocable), redeem all (but
not some only) of the outstanding Notes comprising the relevant Series at their early tax redemption amount (the
Early Redemption Amount Tax) (which shall be their principal amount (or at such other Early Redemption
Amount Tax) as may be specified in or determined in accordance with the relevant Final Terms) less, in the case
of any Instalment Note, the aggregate amount of all instalments that shall have become due and payable in respect
of such Note prior to the date fixed for redemption under any other Condition (which amount, if and to the extent
not then paid, remains due and payable), together with accrued interest (if any) thereon, provided, however, that
no such notice of redemption may be given earlier than 90 days (or, in the case of Notes which bear interest at a
floating  rate  a  number  of  days  which  is  equal  to  the  aggregate  of  the  number  of  days  falling  within  the  then
current interest period applicable to the Notes plus 60 days) prior to the earliest date on which the Issuer or the
Guarantor, as applicable, would be obliged to pay such additional amounts were a payment in respect of the Notes
then due.

(c) Redemption at the Option of the Issuer

If a Call Option is specified in the applicable Final Terms, the Issuer may, having (unless otherwise
specified in the applicable Final Terms) given not more than 60 nor less than 30 days  notice to the Agent and, in
accordance with Condition 15, the Noteholders (which notice shall be irrevocable), redeem all or some only of the
Notes then outstanding on the Optional Redemption Date(s) and at the Optional Redemption Amount(s) specified
in, or determined in the manner specified in, the applicable Final Terms together, if applicable, with interest
accrued to (but excluding) the relevant Optional Redemption Date(s). In the event of a redemption of some only
of the Notes, such redemption must be of a nominal amount being the Minimum Redemption Amount or a
Maximum Redemption Amount, both as indicated in the applicable Final Terms, and shall be carried out in
accordance with applicable Spanish law requirements. In the case of a partial redemption of definitive Notes, the
Notes to be redeemed will be selected individually by lot, subject to compliance with applicable law (including
applicable Spanish law requirements) and the rules of each listing authority, stock exchange and/or quotation
system (if any) by which the Notes have then been admitted to listing, trading and/or quotation, not more than 60
days prior to the date fixed for redemption and a list of the Notes called for redemption will be published in
accordance with Condition 15 not less than 30 days prior to such date. In the case of a partial redemption of Notes
which are represented by a global Note, the relevant Notes will be selected in accordance with the rules of
Euroclear and/or Clearstream, Luxembourg (to be reflected in the records of Euroclear and Clearstream,
Luxembourg as either a pool factor or a reduction in nominal amount, at their discretion).

(d) Redemption at the Option of the Noteholders

If a Put Option is specified in the applicable Final Terms, upon any Noteholder giving to the Issuer and the
Guarantor in accordance with Condition 15 not more than 60 nor less than 30 days  notice (which notice shall be
irrevocable), the Issuer will, upon the expiry of such notice, redeem subject to, and in accordance with, the terms
specified in the applicable Final Terms in whole (but not in part) such Note on the Optional Redemption Date and
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at the Optional Redemption Amount specified in, or determined in the manner specified in, the applicable Final
Terms together, if applicable, with interest accrued to (but excluding) the relevant Optional Redemption Date.

(e) Early Redemption Amounts

Where any calculation of an early redemption amount is to be made for a period which is not a whole
number of years,  the calculation in respect of the period of less than a full  year shall  be made on the basis of a
360-day year consisting of 12 months of 30 days each and, in the case of an incomplete month, the number of
days elapsed.

(f) Instalments

If the Notes are repayable in instalments, they will be repaid in the Instalment amounts and on the
Instalment Date specified in the applicable Final Terms.

(g) Purchases

The Issuer, the Guarantor or any Subsidiary of the Guarantor may at any time purchase Notes (together, in
the case of definitive Notes, with all unmatured Receipts and Coupons appertaining thereto) in any manner and at
any price. In the case of a purchase by tender, such tender must be made available to all Noteholders alike. The
Issuer, the Guarantor or any Subsidiary of the Guarantor will be entitled to hold and deal with Notes so purchased
as the Issuer, the Guarantor or the relevant Subsidiary of the Guarantor thinks fit.

(h) Cancellation

All Notes which are redeemed in full will forthwith be cancelled and Notes which are purchased by or on
behalf of the Issuer, the Guarantor or any Subsidiary of the Guarantor may, at the election of the Issuer, be
cancelled (together in each case with all unmatured Receipts and Coupons attached thereto or delivered
therewith). Notes purchased by or on behalf of the Issuer, the Guarantor or any Subsidiary of the Guarantor may
not be reissued or resold other than to the Issuer, the Guarantor or any Subsidiary of the Guarantor.

7. Payments

(a) Method of Payment

Subject as provided below:

(i) payments in a currency other than euro will be made by transfer to an account in the relevant
Specified Currency maintained by the payee with, or by a cheque in such Specified Currency drawn
on, a bank in the principal financial centre of the country of such Specified Currency; and

(ii) payments in euro will be made by transfer to a euro account (or any other account to which euro may
be credited or transferred) maintained by the payee with a bank in the principal financial centre of
any Participating Member State of the European Communities.

Payments will be subject in all cases to any fiscal or other laws and regulations applicable thereto in the
place of payment, but without prejudice to the provisions of Condition 10.

In these Conditions:

Euro zone means the zone comprising the Participating Member States;

Participating Member State means  a  Member  State  of  the  European  Communities  that  adopts  or  has
adopted the euro as its lawful currency in accordance with the Treaty; and

Treaty means the Treaty establishing the European Communities, as amended.

(b) Presentation of Notes, Receipts, Coupons and Talons

Payments of principal in respect of definitive Notes will (subject as provided below) be made in the manner
provided in paragraph (a) above against surrender of definitive Notes and payments of interest in respect of
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definitive Notes will (subject as provided below) be made as aforesaid against surrender of Coupons, in each case
at the specified office of any Paying Agent outside the United States.

Payments of instalments (if any) of principal, other than the final instalment, will (subject as provided
below) be made against presentation and surrender of the relevant Receipt. Each Receipt must be presented for
payment of the relevant instalment together with the definitive Note to which it appertains. Receipts presented
without the definitive Notes to which they appertain do not constitute valid obligations of the Issuer. Upon the
date on which any definitive Note becomes due and repayable, unmatured Receipts (if any) appertaining thereto
(whether or not attached) shall become void and no payment shall be made in respect thereof.

Fixed Rate Notes in definitive form (other than Dual Currency Notes or Index-linked Notes) should be
presented for payment together with all unmatured Coupons appertaining thereto (which expression shall for this
purpose include Coupons falling to be issued on exchange of matured Talons) failing which the amount of any
missing unmatured Coupon (or, in the case of payment not being made in full, the same proportion of the amount
of such missing unmatured Coupon as the sum so paid bears to the sum due) will be deducted from the sum due
for payment. Each amount of principal so deducted will be paid in the manner mentioned above against surrender
of the relative missing Coupon at  any time before the expiry of ten years after the Relevant Date (as defined in
Condition 10) in respect of such principal (whether or not such Coupon would otherwise have become void under
Condition 14) or, if later, five years from the date on which such Coupon would otherwise have become due.
Upon any Fixed Rate Note becoming due and repayable prior to its Maturity Date, all unmatured Talons (if any)
appertaining thereto will become void and no further Coupons will be issued in respect thereof.

Upon the date on which any Floating Rate Note, Dual Currency Note or Indexed Note in definitive form
becomes due and repayable, unmatured Coupons and Talons (if any) relating thereto (whether or not attached)
shall become void and no payment or, as the case may be, exchange for further Coupons shall be made in respect
thereof.

If the due date for redemption of any definitive Note is not an Interest Payment Date or a Specified Interest
Payment Date, interest (if any) accrued in respect of such Note from (and including) the preceding Interest
Payment Date or Specified Interest Payment Date or, as the case may be, the Interest Commencement Date shall
be payable only against surrender of the relevant definitive Note.

Payments of principal and interest (if any) in respect of Notes represented by any global Note will (subject
as provided below) be made in the manner specified above in relation to definitive Notes and otherwise in the
manner specified in the relevant global Note, against presentation or surrender, as the case may be, of such global
Note (if it is not intended to be issued in NGN form) at the specified office of the Agent. A record of each
payment made against presentation or surrender of such global Note, distinguishing between any payment of
principal and any payment of interest, will be made on such global Note by the Agent and such record shall be
prima facie evidence that the payment in question has been made.

The holder of the relevant global Note shall be the only person entitled to receive payments in respect of
Notes represented by such global Note and the Issuer or, as the case may be, the Guarantor will be discharged by
payment  to,  or  to  the  order  of,  the  holder  of  such  global  Note  in  respect  of  each  amount  so  paid.  Each  of  the
persons shown in the records of Euroclear or Clearstream, Luxembourg as the holder of a particular nominal
amount of Notes must look solely to Euroclear or Clearstream, Luxembourg, as the case may be, for his share of
each payment so made by the Issuer or, as the case may be, the Guarantor to, or to the order of, the holder of the
relevant global Note. No person other than the holder of the relevant global Note shall have any claim against the
Issuer or, as the case may be, the Guarantor in respect of any payments due on that global Note.

Payments of interest in respect of the Notes will be made at the specified office of a Paying Agent in the
United States (which expression, as used herein, means the United States of America (including the States and the
District of Columbia, its territories, its possessions and other areas subject to its jurisdiction)) if:
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(i) the Issuer has appointed Paying Agents with specified offices outside the United States with the
reasonable expectation that such Paying Agents would be able to make payment at such specified
offices outside the United States of the full amount of interest on the Notes in the manner provided
above when due;

(ii) payment of the full amount of such interest at such specified offices outside the United States is
illegal or effectively precluded by exchange controls or other similar restrictions; and

(iii) such payment is then permitted under United States law without involving, in the opinion of the
Issuer and the Guarantor, adverse tax consequences to the Issuer.

(c) Redenomination

Where Redenomination is specified in the applicable Final Terms as being applicable, the Issuer may,
without the consent of the Noteholders or the holders of related Receipts or Coupons on giving at least 30 days
prior notice to the Noteholders in accordance with Condition 15, elect that, with effect from the Redenomination
Date specified in the notice, the Notes shall be redenominated in euro. The election will have effect as follows:

(i) each Specified Denomination will be deemed to be denominated in such amount of euro as is
equivalent to its denomination in the Specified Currency at the Established Rate, subject to such
provisions (if any) as to rounding (and payments in respect of fractions consequent on rounding) as
the Issuer may decide, and as may be specified in the notice;

(ii) after the Redenomination Date, all payments in respect of the Notes, the Receipts and the Coupons
will be made solely in euro, including payments of interest in respect of periods before the
Redenomination Date, as though references in the Notes to the Specified Currency were to euro; and

(iii) such changes shall be made to these Conditions as the Issuer may decide and as may be specified in
the notice, to conform them to conventions then applicable to instruments denominated in euro or to
enable the Notes to be consolidated with one or more issues of other notes, whether or not originally
denominated in the Specified Currency or euro.

(d) Exchangeability

Where Exchangeability is specified in the applicable Final Terms as being applicable, the Issuer may
without the consent of the Noteholders or the holders of related Receipts or Coupons, on giving at least 30 days
prior notice to the Noteholders in accordance with Condition 15, elect that, with effect from the Redenomination
Date or such later date for payment of interest under the Notes as it may specify in the notice, the Notes shall be
exchangeable for Notes expressed to be denominated in euro in accordance with such arrangements as the Issuer
may decide and as may be specified in the notice, including arrangements under which Receipts and Coupons
unmatured at the date so specified become void.

In this Condition, the following expressions have the following meanings:

Established Rate means the rate for conversion of the Specified Currency (including compliance with rules
relating to roundings in accordance with applicable European Community regulations) into euro established by the
Council of the European Union pursuant to Article 109(4) of the Treaty;

Redenomination Date means any date for payment of interest under the Notes specified by the Issuer
which falls on or after the date on which the country of the Specified Currency participates in European Economic
and Monetary Union pursuant to the Treaty.

(e) Payment Day

If the date for payment of any amount in respect of any Note, Receipt or Coupon is not a Payment Day, the
holder thereof shall not be entitled to payment until the next following Payment Day in the relevant place and
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shall not be entitled to further interest or other payment in respect of such delay. For these purposes, unless
otherwise specified in the applicable Final Terms, Payment Day means any day which is both:

(i) a day (other than a Saturday or a Sunday) on which banks are open for business in

(A)  the relevant place of presentation, London and Madrid; and

(B) any Additional Financial Centre specified in the applicable Final Terms; and

(ii) either (1) in relation to Notes denominated in a Specified Currency other than euro, a day on which
commercial banks and foreign exchange markets settle payments in the principal financial centre of
the relevant Specified Currency (if other than London and which if the Specified Currency is
Australian dollars shall be Melbourne) or (2) in relation to notes denominated in euro, a day on
which the TARGET System (as defined in Condition 5(b)(iv)) is operating.

(f) Interpretation of Principal and Interest

Any reference in these Conditions to principal in respect of the Notes shall be deemed to include, as
applicable:

(i) any additional amounts which may be payable with respect to principal under Condition 10;

(ii) the Final Redemption Amount of the Notes;

(iii)  the Early Redemption Amount of the Notes;

(iv) the Optional Redemption Amount(s) (if any) of the Notes;

(v) in relation to Notes redeemable in instalments, the Instalment Amounts; and

(vi) any premium and any other amounts which may be payable under or in respect of the Notes.

Any reference in these Conditions to interest in respect of the Notes shall be deemed to include, as
applicable, any additional amounts which may be payable with respect to interest under Condition 10.

8. Agent and Paying Agents

The names of the initial Agent and the initial Paying Agents and their initial specified offices are set out
below.

The Issuer and the Guarantor are entitled to vary or terminate the appointment of any Paying Agent and/or
appoint additional or other Paying Agents and/or approve any change in the specified office through which any
Paying Agent acts, provided that:

(i) so long as the Notes are admitted to listing, trading and/or quotation by any listing authority, stock
exchange and/or quotation system, there will at all times be a Paying Agent with a specified office in
such place as may be required by the rules and regulations of the relevant listing authority, stock
exchange and/or quotation system;

(ii) there will at all times be a Paying Agent with a specified office acting in continental Europe;

(iii) there will at all times be an Agent; and

(iv) each of the Issuer and the Guarantor will ensure that it maintains a Paying Agent in a Member State
of the European Union that will not be obliged to withhold or deduct tax pursuant to European
Council Directive 2003/48/EC or any law implementing or complying with, or introduced in order to
conform to, such Directive.



71

In addition, the Issuer and the Guarantor shall forthwith appoint a Paying Agent having a specified office in
New York City in the circumstances described in the final paragraph of Condition 7(b). Any variation,
termination, appointment or change shall only take effect (other than in the case of insolvency, when it shall be of
immediate effect) after not less than 30 nor more than 45 days  prior notice thereof shall have been given to the
Noteholders in accordance with Condition 15 provided that no such variation, termination, appointment or change
shall take effect (except in the case of insolvency) within 15 days before or after any Interest Payment Date or
Specified Interest Payment Date, as the case may be.

9. Exchange of Talons

On and after the Interest Payment Date or the Specified Interest Payment Date, as appropriate, on which the
final Coupon comprised in any Coupon sheet matures, the Talon (if any) forming part of such Coupon sheet may
be surrendered at the specified office of the Agent or any Paying Agent in exchange for a further Coupon sheet
including (if such further Coupon sheet does not include Coupons to (and including) the final date for the payment
of interest due in respect of the Notes to which it appertains) a further Talon, subject to the provisions of
Condition 13. Each Talon shall, for the purposes of these Conditions, be deemed to mature on the Interest
Payment Date or the Specified Interest Payment Date (as the case may be) on which the final Coupon comprised
in the relative Coupon sheet matures.

10. Taxation

All amounts payable (whether in respect of principal, redemption amount, interest or otherwise) in respect
of the Notes will be made free and clear of and without withholding or deduction for or on account of any present
or future taxes, duties, assessments or governmental charges of whatever nature imposed or levied by or on behalf
of the Kingdom of Spain or any political subdivision thereof or any authority or agency therein or thereof having
power to tax, unless the withholding or deduction of such taxes, duties, assessments or governmental charges is
required by law. In that event, the Issuer, failing which the Guarantor, will pay such additional amounts as may be
necessary in order that the net amounts receivable by any Noteholder after such withholding or deduction shall
equal the respective amounts which would have been receivable by such Noteholder in the absence of such
withholding or deduction; except that no such additional amounts shall be payable in relation to any payment in
respect of any Notes or Coupon:

(i) to, or to a third party on behalf of, a Noteholder who is liable to such taxes, duties, assessments or
governmental charges in respect of such Notes by reason of his having some connection with the
Kingdom of Spain other than the mere holding of such Notes or Coupon; or

(ii) presented for payment more than thirty days after the Relevant Date, except to the extent that the
relevant Noteholder would have been entitled to such additional amounts on presenting the same for
payment on the expiry of such period of thirty days; or

(iii) where such withholding or deduction is imposed on a payment to an individual and is required to be
made pursuant to European Union Directive 2003/48/EC or any other Directive implementing the
conclusions of the ECOFIN Council meeting of 26-27 November 2000 on the taxation of savings
income or any law implementing or complying with, or introduced in order to conform to, such
Directive; or

(iv) presented for payment by or on behalf of a Noteholder who would have been able to avoid such
withholding or deduction by presenting the relevant Note or Coupon to another Paying Agent in a
Member State of the European Union; or

(v) to, or to a third party on behalf of, a Noteholder in respect of whom the Issuer or the Guarantor does
not receive such information (which may include a tax residence certificate) concerning such
Noteholder s identity and tax residence as it may require in order to comply with Law 13/1985 and
any implementing legislation; or

(vi) to, or to a third party on behalf of, individuals resident for tax purposes in The Kingdom of Spain; or
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(vii) to, or to a third party on behalf of, a Spanish-resident legal entity subject to Spanish corporation tax
if the Spanish tax authorities determine that the Notes do not comply with exemption requirements
specified in the Reply to a Consultation of the Directorate General for Taxation (Dirección General
de Tributos) dated 27 July 2004 and require a withholding to be made.

For the purposes of these Conditions:

Law 13/1985 means Law 13/1985 of 25 May on investment ratios, capital adequacy and information
requirements for financial intermediaries (Ley 13/1985, de 25 de mayo, de coeficientes de inversión, recursos
propios y obligaciones de información de los intermediarios financieros) as amended by Law 19/2003 of 4 July
on foreign capital movements and financial transactions and on certain measures to prevent money laundering
(Ley 19/2003, de 4 de julio, sobre el régimen jurídico de los movimientos de capitales y de las transacciones
económicas con el exterior y sobre determinadas medidas del blanqueo de capitales); and

Relevant Date means,  in respect of any payment,  the date on which such payment first  becomes due and
payable, but if the full amount of the moneys payable has not been received by the Agent on or prior to such due
date, it means the first date on which, the full amount of such moneys having been so received and being available
for payment to Noteholders, notice to that effect shall have been duly given to the Noteholders of the relevant
Series in accordance with Condition 15.

If  the Issuer or the Guarantor,  as the case may be,  becomes subject  at  any time to any taxing jurisdiction
other than or in addition to the Kingdom of Spain, references herein to the Kingdom of Spain shall be read and
construed as references to the Kingdom of Spain, and/or to such other jurisdiction.

Any reference in these Conditions to principal, redemption amount and/or interest in respect of the Notes
shall be deemed also to refer to any additional amounts which may be payable under this Condition 10.

If  the Issuer or the Guarantor,  as the case may be becomes subject  at  any time to any taxing jurisdiction
other than or in addition to the Kingdom of Spain, references herein to the Kingdom of Spain shall be read and
construed as references to the Kingdom of Spain, and/or to such other jurisdiction.

Any reference in these Conditions to principal, redemption amount and/or interest in respect of the Notes
shall be deemed also to refer to any additional amounts which may be payable under this Condition 10.

11. Events of Default

Unless otherwise specified in the relevant Final Terms, the following events or circumstances (each an
Event of Default) shall be acceleration events in relation to the Notes of any Series, namely:

(a) Non-payment: the Issuer fails to pay any amount of principal in respect of the Notes within 7 days
of the due date for payment thereof or fails to pay any amount of interest in respect of the Notes
within 14 days of the due date for payment thereof; or

(b) Breach of other obligations: the Issuer or the Guarantor defaults in the performance or observance
of any of its other obligations under or in respect of the Notes or the Deed of Guarantee and such
default remains unremedied for 30 days after written notice thereof, addressed to the Issuer and the
Guarantor by the Commissioner (as defined in Condition 12) or, failing whom, any Noteholder, has
been delivered to the Issuer and the Guarantor or to the specified office of the Agent; or

(c) Cross-default of Issuer, Guarantor or Principal Subsidiary: (i) any Relevant Indebtedness (as
defined in Condition 4) of the Issuer, the Guarantor or any of their respective Principal Subsidiaries
is not paid when due or (as the case may be) within any originally applicable grace period; (ii) any
such Relevant Indebtedness becomes (or becomes capable of being declared) due and payable prior
to its stated maturity otherwise than at the option of the Issuer, the Guarantor or (as the case may be)
the relevant Principal Subsidiary or (provided that no event of default, howsoever described, has
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occurred) any person entitled to such Relevant Indebtedness; or  (iii) the Issuer, the Guarantor or
any of their respective Principal Subsidiaries fails to pay when due any amount payable by it under
any Guarantee of any Relevant Indebtedness,

provided that the amount of Relevant Indebtedness referred to in sub-paragraph (i) and/or sub-
paragraph (ii) above and/or the amount payable under any Guarantee referred to in sub-paragraph
(iii) above individually or in the aggregate exceeds euro 50,000,000 (or its equivalent in any other
currency or currencies); or

(d) Unsatisfied judgment: one or more judgment(s) or order(s) for the payment of any amount is
rendered against the Issuer, the Guarantor or any of their respective Principal Subsidiaries (if any)
and continue(s) unsatisfied and unstayed for a period of 30 days after the date(s) thereof or, if later,
the date therein specified for payment; or

(e) Security enforced: a secured party takes possession, or a receiver, manager or other similar officer is
appointed, of the whole or any part of the undertaking, assets and revenues of the Issuer, the
Guarantor or any of their respective Principal Subsidiaries (if any); or

(f) Insolvency etc: (i) the Issuer, the Guarantor or any of their respective Principal Subsidiaries (if any)
becomes insolvent, is adjudicated bankrupt (or applies for an order of bankruptcy) or is unable to
pay its debts as they fall due, (ii) an administrator or liquidator of the Issuer, the Guarantor or any of
their respective Principal Subsidiaries (if any) or of the whole or any part of the undertaking, assets
and revenues of the Issuer, the Guarantor or any of their respective Principal Subsidiaries (if any) is
appointed (or application for any such appointment is made), (iii) the Issuer, the Guarantor or any of
their respective Principal Subsidiaries (if any) takes any action for a readjustment or deferment of
any of its obligations or makes a general assignment or an arrangement or composition with or for
the benefit of its creditors or declares a moratorium in respect of any of its Indebtedness or any
Guarantee of any Indebtedness given by it or (iv) the Issuer, the Guarantor or any of their respective
Principal Subsidiaries (if any) ceases or threatens to cease to carry on all or any substantial part of its
business (otherwise than, in the case of a Principal Subsidiary of the Issuer (if any) or a Principal
Subsidiary of the Guarantor (other than the Issuer), for the purposes of or pursuant to an
amalgamation, reorganisation or restructuring whilst solvent); or

(g) Winding up etc: an order is made or an effective resolution is passed for the winding up, liquidation
or dissolution of the Issuer, the Guarantor or any of their respective Principal Subsidiaries (if any)
(otherwise than, in the case of a Principal Subsidiary of the Issuer (if any) or a Principal Subsidiary
of the Guarantor, for the purposes of or pursuant to an amalgamation, reorganisation or restructuring
whilst solvent); or

(h) Analogous event: any event occurs which under the laws of the Kingdom of Spain has an analogous
effect to any of the events referred to in paragraphs (d) to (g) above including, but not limited to,
concurso; or

(i) Failure to take action etc: any action, condition or thing at any time required to be taken, fulfilled or
done in order (i) to enable the Issuer and the Guarantor lawfully to enter into, exercise their
respective rights and perform and comply with their respective obligations under and in respect of
the Notes and the Deed of Guarantee, (ii) to ensure that those obligations are legal, valid, binding
and enforceable and (iii) to make the Notes, the Receipts, the Coupons and the Guarantee admissible
in evidence in the courts of the Kingdom of Spain is not taken, fulfilled or done; or

(j) Unlawfulness: it is or will become unlawful for the Issuer or the Guarantor to perform or comply
with any of its obligations under or in respect of the Notes or the Deed of Guarantee; or
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(k) Deed of Guarantee not in force: the Deed of Guarantee is not (or is claimed by the Guarantor not to
be) in full force and effect; or

(l) Controlling shareholder: the Issuer ceases to be wholly owned and controlled by the Guarantor.

If any Event of Default shall occur in relation to any Series of Notes, (i) the relevant Commissioner, acting
upon a resolution of the relevant Syndicate of Noteholders, in respect of all the Notes of the relevant Series, or (ii)
any Noteholder of the relevant Series, in respect of such Note and provided that such Noteholder does not
contravene the resolution of the relevant Syndicate (if any), may by written notice to the Issuer and the Guarantor,
at the specified office of the Agent, declare that such Note and (if the Note is interest-bearing) all interest then
accrued on such Note shall be forthwith due and payable, whereupon the same shall, to the extent permitted by
applicable Spanish law, become immediately due and payable at its early termination amount (the Early
Termination Amount) (which shall be its principal amount or such other Early Termination Amount as may be
specified in or determined in accordance with the relevant Final Terms) less, in the case of any Instalment Note,
the aggregate amount of all instalments that shall have become due and payable in respect of such Note under any
other Condition prior to the date fixed for redemption (which amount, if and to the extent not then paid, remains
due and payable), together with all interest (if any) accrued thereon without presentment, demand, protest or other
notice of any kind, all of which the Issuer will expressly waive, anything contained in such Notes to the contrary
notwithstanding, unless, prior thereto, all Events of Default in respect of the Notes of the relevant Series shall
have been cured.

In these Conditions:

Gas Natural Group means the Guarantor and its Subsidiaries from time to time;

Principal Subsidiary means, at any time, a Subsidiary of the Guarantor whose total assets, income before
taxes or sales (excluding intra-group items) then equal or exceed ten per cent.  (10%) of the total  assets,  income
before taxes or sales of the Gas Natural Group (on a consolidated basis) and, for this purpose:

(i)  the total  assets,  income before taxes and sales of a Subsidiary of the Guarantor will  be determined
from its financial statements (consolidated if it has Subsidiaries) upon which the latest annual
audited financial statements of the Gas Natural Group have been based;

(ii) if a Subsidiary of the Company becomes a member of the Gas Natural Group after the date on which
the latest audited financial statements of the Gas Natural Group have been prepared, the total assets,
income before taxes and sales of that Subsidiary will be determined from its latest annual financial
statements;

(iii) the total assets, income before taxes and sales of the Gas Natural Group will be determined from its
latest annual audited financial statements, adjusted (where appropriate) to reflect the total assets,
income before taxes and sales of any company or business subsequently acquired or disposed of; and

(iv) if a Principal Subsidiary disposes of all or substantially all of its assets to another Subsidiary of the
Guarantor, the disposing Subsidiary will immediately cease to be Principal Subsidiary and the other
Subsidiary (if it is not already) will immediately become a Principal Subsidiary and, for the
avoidance of doubt, the subsequent financial statements of those Subsidiaries and the Gas Natural
Group will be used to determine whether those Subsidiaries are Principal Subsidiaries or not.

A report by the Directors of the Guarantor that, in their opinion, a Subsidiary of the Guarantor is or is not or
was or was not at any particular time or throughout any specified period a Principal Subsidiary, accompanied by a
report by the Auditors addressed to the Directors of the Guarantor as to proper extraction of the figures used by
the Directors of the Guarantor in determining the Principal Subsidiaries of the Guarantor and mathematical
accuracy of the calculations shall, in the absence of manifest error, be conclusive and binding on the Noteholders;
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12. Syndicate of Noteholders

The Noteholders of the relevant Series shall meet in accordance with the regulations governing the relevant
Syndicate of Noteholders (the Regulations). The Regulations shall contain the rules governing the functioning of
each Syndicate and the rules governing its relationship with the Issuer and shall be attached to the relevant Public
Deed (as defined in the introduction to these Conditions). Pro forma Regulations are included in the Agency
Agreement.

A temporary Commissioner will be appointed for each Syndicate. Upon the subscription of the Notes, the
temporary Commissioner will call a general meeting of the Syndicate to ratify or oppose the acts of the temporary
Commissioner, confirm his appointment or appoint a substitute and to ratify the Regulations.

Provisions for meetings of Syndicates of Noteholders will be contained in the Regulations relating to the
relevant Series and in the Agency Agreement. Such Regulations shall have effect as if incorporated herein.

The  Issuer  may,  with  the  consent  of  the  Fiscal  Agent  and  the  relevant  Commissioner,  but  without  the
consent of the holders of the Notes of any Series or Coupons, amend these Conditions and the Deed of Covenant
insofar as they may apply to such Notes to correct a manifest error. Subject as aforesaid, no other modification
may be made to these Conditions or the Deed of Covenant except with the sanction of a resolution of the relevant
Syndicate of Noteholders.

For the purposes of these Conditions:

(i) Commissioner means the comisario as this term is defined under the Spanish Corporations Law (Ley
de Sociedades Anónimas) of each Syndicate of Noteholders; and

(ii) Syndicate of Noteholders means the sindicato as this term is described under the Spanish
Corporations law (Ley de Sociedades Anónimas).

Noteholders shall, by virtue of purchasing and/or holding Notes, be deemed to have agreed to the
appointment of the temporary Commissioner for the relevant Series named in the relevant Final Terms and to
have become a member of the relevant Syndicate of Noteholders.

13. Replacement of Notes, Receipts, Coupons and Talons

Should any Note, Receipt, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed, it may be
replaced at the specified office of the Agent in London (or such other place as may be notified to the Noteholders),
subject to all applicable laws and listing authority, stock exchange and/or quotation system requirements upon
payment by the claimant of the expenses incurred in connection therewith and on such terms as to evidence and
indemnity as the Issuer and the Guarantor may reasonably require. Mutilated or defaced Notes, Receipts, Coupons
or Talons must be surrendered before replacements will be issued.

14. Prescription

The Notes, Receipts and Coupons will become void unless presented for payment within a period of ten
years  (in  the  case  of  principal)  and  five  years  (in  the  case  of  interest)  after  the  Relevant  Date  (as  defined  in
Condition 10) therefor.

There shall not be included in any Coupon sheet issued on exchange of a Talon any Coupon the claim for
payment in respect of which would be void pursuant to this Condition 14 or Condition 7(b) or any Talon which
would be void pursuant to Condition 7(b).

15. Notices

All notices regarding the Notes shall be valid if published in one or more leading English language daily
newspapers with circulation in the United Kingdom. It is expected that publication of notices will normally be
made in the Financial Times in the United Kingdom. Any such notice shall be deemed to have been given on the
date of the first publication.
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Until such time as any definitive Notes are issued, there may, so long as the global Note(s) is or are held in
its or their entirety on behalf of Euroclear and/or Clearstream, Luxembourg, be substituted for such publication in
such newspaper the delivery of the relevant notice to Euroclear and/or Clearstream, Luxembourg, as appropriate,
for communication by them to the Noteholders. Any such notice shall be deemed to have been given to the
Noteholders on the seventh day after the day on which the said notice was given to Euroclear and/or Clearstream,
Luxembourg, as appropriate.

Notices to be given by any Noteholder shall be in writing and given by lodging the same, together with the
relative Note or Notes, with the Agent. Whilst any of the Notes are represented by a global Note, such notice may
be given by any Noteholder to the Agent via Euroclear and/or Clearstream, Luxembourg, as the case may be, in
such manner as the Agent and Euroclear and/or Clearstream, Luxembourg, as the case may be, may approve for
this purpose.

Copies of any notice given to any Noteholders will be also given to the Commissioner of the Syndicate of
Noteholders of the relevant Series.

16. Further Issues

The Issuer shall be at liberty from time to time without the consent of the Noteholders to create and issue
further notes ranking pari passu in all  respects (or in all  respects save for the first  payment of interest  thereon)
with the outstanding Notes and so that the same shall be consolidated and form a single series with the
outstanding Notes.

17. Substitution of the Issuer

(a) The Issuer and the Guarantor may with respect to any Series of Notes issued by the Issuer (the
Relevant Notes) without the consent of any Noteholder, substitute for the Issuer any other body
corporate incorporated in any country in the world as the debtor in respect of the Notes and the
Agency Agreement (the Substituted Debtor) upon notice by the Issuer, the Guarantor and the
Substituted Debtor to be given by publication in accordance with Condition 15, provided that:

(i) neither the Issuer nor the Guarantor are in default in respect of any amount payable under any
of the Relevant Notes;

(ii) the Issuer, the Guarantor and the Substituted Debtor have entered into such documents (the
Documents) as are necessary to give effect to the substitution and in which the Substituted
Debtor has undertaken in favour of each Noteholder of the Relevant Notes to be bound by
these Conditions and the provisions of the Agency Agreement as the debtor in respect of such
Notes in place of the Issuer (or of any previous substitute under this Condition 17);

(iii) if the Substituted Debtor is resident for tax purposes in a territory (the New Residence) other
than that in which the Issuer prior to such substitution was resident for tax purposes (the
Former Residence) the Documents contain an undertaking and/or such other provisions as
may be necessary to ensure that each Noteholder of the Relevant Notes has the benefit of an
undertaking in terms corresponding to the provisions of Condition 10, with, where applicable,
the substitution of references to the Former Residence with references to the New Residence;

(iv) the Guarantor guarantees the obligations of the Substituted Debtor in relation to outstanding
Relevant Notes;

(v) the Substituted Debtor, the Issuer and the Guarantor have obtained all necessary governmental
approvals and consents for such substitution and for the performance by the Substituted
Debtor of its obligations under the Documents and for the performance by the Guarantor of its
obligations under the Guarantee as they relate to the obligations of the Substituted Debtor
under the Documents;
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(vi) each stock exchange on which the Relevant Notes are listed shall have confirmed that,
following the proposed substitution of the Substituted Debtor, the Relevant Notes will
continue to be listed on such stock exchange;

(vii) a legal opinion shall have been delivered to the Commissioner and the Agent (from whom
copies will be available) from lawyers of recognised standing in the country of incorporation
of the Substituted Debtor, confirming, as appropriate, that upon the substitution taking place
(A) the requirements of this Condition 17, save as to the giving of notice to the Noteholders
have been met and (B) the Notes, Coupons and Talons are legal, valid and binding obligations
of the Substituted Debtor enforceable in accordance with their terms;

(viii) Moody s Investors Service Limited and Standard and Poor s Ratings Services, a Division of
The McGraw-Hill Companies (or any other rating agency which has issued a rating in
connection with the Relevant Notes) shall have confirmed that following the proposed
substitution of the Substituted Debtor, the credit rating of the Relevant Notes will not be
adversely affected; and

(ix) if applicable, the Substituted Debtor has appointed a process agent as its agent in England to
receive service of process on its behalf in relation to any legal proceedings in England arising
out of or in connection with the Relevant Notes and any Coupons.

(b) Upon the execution of the Documents and the delivery of the legal opinions, the Substituted Debtor
shall succeed to, and be substituted for, and may exercise every right and power, of the Issuer under
the Relevant Notes and the Agency Agreement with the same effect as if the Substituted Debtor had
been named as the Issuer herein, and the Issuer shall be released from its obligations under the
Relevant Notes and under the Agency Agreement.

(c) After a substitution pursuant to Condition 17(a), the Substituted Debtor may, without the consent of
any Noteholder, effect a further substitution. All the provisions specified in Condition 17(a) and
17(b) shall apply mutatis mutandis, and references in these Conditions to the Issuer shall, where the
context so requires, be deemed to be or include references to any such further Substituted Debtor.

(d) After a substitution pursuant to Condition 17(a) or 17(c) any Substituted Debtor may, without the
consent of any Noteholder, reverse the substitution, mutatis mutandis.

(e) The Documents shall be delivered to, and kept by, the Agent. Copies of the Documents will be
available free of charge at the specified office of each of the Agents.

18. Governing Law; Submission to Jurisdiction

Save as described below, the Agency Agreement (excluding Part B of Schedule 3, which shall be governed
by and construed in accordance with Spanish law), the Deed of Covenant, the Deed of Guarantee and the Notes
and any non-contractual obligations arising out of or in connection with them are governed by, and shall be
construed in accordance with, English law. Conditions 2 and 3 and the provisions of Condition 12 relating to the
appointment of the Commissioner and the Syndicate of Noteholders are governed by, and shall be construed in
accordance with, Spanish law. The Issuer and the Guarantor irrevocably agree for the benefit of the Noteholders
that the courts of England shall have jurisdiction to hear and determine any suit, action or proceedings, and to
settle any disputes (together Proceedings), which may arise out of, or in connection with, the Agency Agreement,
the Deed of Covenant, the Deed of Guarantee and the Notes and, for such purpose, irrevocably submit to the
jurisdiction of such courts.

The Issuer and the Guarantor irrevocably and unconditionally waive and agree not to raise any objection
which any of them may have now or subsequently to the laying of the venue of any Proceedings in the courts of
England and any claim that any Proceedings have been brought in an inconvenient forum and further irrevocably
and unconditionally agree that a judgment in any Proceedings brought in the courts of England shall be conclusive
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and binding upon each of them and may be enforced in the courts of any other jurisdiction. Nothing in this
Condition shall limit any right to take Proceedings against the Issuer and/or the Guarantor in any other court of
competent jurisdiction, nor shall the taking of Proceedings in one or more jurisdictions preclude the taking of
Proceedings in any other jurisdiction, whether concurrently or not.

The Issuer and the Guarantor irrevocably and unconditionally appoint Law Debenture Corporate Services
Limited at Fifth Floor, 100 Wood Street, London EC2V 7EX as agent for service of process in England in respect
of any Proceedings and undertake that in the event of it ceasing so to act the Issuer and the Guarantor will
forthwith appoint a further person as their agent for that purpose and notify the name and address of such person
to the Agent and agree that, failing such appointment within fifteen days, any Noteholder shall be entitled to
appoint such a person by written notice addressed to the Issuer and the Guarantor and delivered to the Issuer and
the Guarantor or to the specified office of the Agent. Nothing contained herein shall affect the right of any
Noteholder to serve process in any other manner permitted by law.

19. Rights of Third Parties

No person shall have any right to enforce any term or condition of any Notes under the Contracts (Rights of
Third Parties) Act 1999.
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FORM OF THE NOTES

Any reference in this section Form of the Notes  to Euroclear and/or Clearstream, Luxembourg shall, whenever
the context so permits, except in relation to Notes issued in NGN form, be deemed to include a reference to any
additional or alternative clearance system approved by the Issuers and the Agent.

Delivery

Each Tranche of Notes will be initially represented by a Temporary Global Note without receipts, interest
coupons or talons, which will:

(i)  if  the  global  notes  are  intended  to  be  issued  in  NGN  form,  as  stated  in  the  applicable  Final  Terms,  be
delivered on or prior to the relevant Issue Date to the Common Safekeeper for Euroclear and Clearstream,
Luxembourg; or

(ii) if the global notes are not intended to be issued in NGN form, be delivered on or prior to the relevant Issue
Date with the Common Depositary for Euroclear and Clearstream, Luxembourg,

without receipts, interest coupons or talons.

The applicable Final Terms will specify whether the Notes are intended to be held in a manner which will allow
Eurosystem eligibility. This means that the Notes are intended to be deposited with one of the international central
securities depositaries (ICSDs) as Common Safekeeper and not necessarily that the Notes will be recognised as
eligible collateral for Eurosystem monetary policy and intra-day credit operations by the Eurosystem either upon
issue or at any or all times during their life. Such recognition will depend upon satisfaction of the Eurosystem
eligibility criteria.

If the Temporary Global Note is not in NGN form, upon the initial deposit of a Temporary Global Note with the
Common Depositary, Euroclear or Clearstream, Luxembourg will credit each subscriber with a nominal amount
of Notes equal to the nominal amount thereof for which it has subscribed and paid. If the Temporary Global Note
is in NGN form, the nominal amount of the Notes represented by such Temporary Global Note shall be the
aggregate amount from time to time entered in the records of both Euroclear and Clearstream, Luxembourg. The
records of Euroclear and Clearstream, Luxembourg shall be conclusive evidence of the nominal amount of Notes
represented by such Temporary Global Note and, for these purposes, a statement issued by either Euroclear or
Clearstream, Luxembourg stating the nominal amount of Notes represented by such Temporary Global Note at
any time shall be conclusive evidence of the records of Euroclear or Clearstream, Luxembourg, respectively, at
the relevant time.

Exchange

A Permanent Global Note will only be issued initially in respect of any Tranche of Notes where certification of
non-United States beneficial ownership is not required by U.S. Treasury regulations. Unless otherwise agreed
between  the  Issuers  and  the  relevant  Dealer,  if  the  global  Notes  are  intended  to  be  issued  in  NGN form (to  be
eligible as collateral for Eurosystem operations), as stated in the applicable Final Terms, the Permanent Global
Note will be delivered on or prior to the relevant Issue Date to the Common Safekeeper. If the global Notes are
not intended to be issued in NGN form, the Permanent Global Note will be delivered to the Common Depositary.

On and after the date (the Exchange Date) which is 40 days after the date on which any Temporary Global Note
is issued, interests in such Temporary Global Note will be exchanged (free of charge) either for interests in a
Permanent Global Note without receipts, interest coupons or talons or for definitive Notes with, where applicable,
receipts, interest coupons and talons attached (as indicated in the applicable Final Terms) in each case against
presentation of the Temporary Global Note only to the extent that certification of beneficial ownership (in a form
to be provided) as required by U.S. Treasury Regulations has been received by Euroclear, Clearstream,
Luxembourg and/or any other relevant system, and such clearing system has given a like certification (based on
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the certifications it has received) to the Agent. Holders of interests in any Temporary Global Note shall not
(unless, upon due presentation of such Temporary Global Note for exchange for a Permanent Global Note or for
delivery of definitive Notes, such exchange or delivery is improperly withheld or refused and such withholding or
refusal is continuing at the relevant payment date) be entitled to receive any payment in respect of the Notes
represented by such Temporary Global Note which falls due on or after the Exchange Date or be entitled to
exercise any option on a date after the Exchange Date.

Unless otherwise specified in the applicable Final Terms, a Permanent Global Note will be exchangeable (free of
charge), in whole but not in part, for definitive Notes, with, where applicable, receipts, interest coupons and talons
attached, in the limited circumstances specified in the Permanent Global Note. Global Notes and definitive Notes
will be issued pursuant to the Agency Agreement.

Payments

Whilst any Note is represented by a Temporary Global Note, payments of principal and interest (if any) due prior
to the Exchange Date (as defined below) will be made, against presentation of the Temporary Global Note (if the
Temporary Global Note is not intended to be issued in NGN form), only to the extent that certification (in a form
to be provided) to the effect that the beneficial owners of interests in such Note are not U.S. persons or persons
who have purchased for resale to any U.S. person, as required by U.S. Treasury regulations, has been received by
Euroclear, Clearstream, Luxembourg and/or any other relevant clearing system has given a like certification
(based on the certifications it has received) to the Agent.

Payments of principal and interest (if any) on a global Note not in NGN form will be made through Euroclear,
Clearstream, Luxembourg and/or any other relevant clearing system against presentation or surrender (as the case
may be of the global Note if not intended to be issued in NGN form), without any requirement for certification. If
the global Note is not in NGN form, a record of each payment so made will be endorsed on each global Note,
which endorsement will be prima facie evidence that such payment has been made in respect of the global Note. If
a global Note is in NGN form, the Issuers shall procure that details of such exchange be entered pro rata in the
records of the Euroclear and/or Clearstream, Luxembourg and the nominal amount of the Notes recorded in the
records of Euroclear and/or Clearstream, Luxembourg, as the case may be, and represented by the global Note
will be reduced accordingly.

NGN nominal amount

Where the global Note is in NGN form, the Issuers shall procure that any exchange, payment, cancellation or
exercise of any option or any right under the Notes, as the case may be, shall be entered in the records of the
relevant clearing systems and, upon such entry being made, the nominal amount of the Notes represented by such
global Note shall be adjusted accordingly.

Acceleration

A Note may be accelerated by the holder thereof in certain circumstances described in Terms and Conditions of
Notes issued by Gas Natural Finance B.V.  Events of Default  and Terms and Conditions of Notes issued by
Gas Natural Capital Markets, S.A.  Events of Default . In such circumstances, where any Note is still
represented by a global Note and a holder of such Note so represented and credited to his securities account with
Euroclear or Clearstream, Luxembourg gives notice that it wishes to accelerate such Note, unless within a period
of 15 days from the giving of such notice payment has been made in full of the amount due in accordance with the
terms of such global Note, such global Note will become void. At the same time, holders of interests in such
global Note credited to their accounts with Euroclear or Clearstream, Luxembourg will become entitled to proceed
directly against the relevant Issuer on the basis of statements of account provided by Euroclear and Clearstream,
Luxembourg, on and subject to the terms of a deed of covenant (the Deed of Covenant) dated on or about 15
December 2009 executed by the relevant Issuer.

Denominations

So long as the Notes are represented by a temporary Global Note or permanent Global Note and the relevant
clearing  system(s)  so  permit,  the  Notes  will  be  tradable  only  (a)  if  the  Specified  Denomination  stated  in  the
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relevant Final Terms is euro 50,000 (or its equivalent in another currency) , in the authorised denomination of
euro 50,000 (or its equivalent in another currency) and integral multiples of euro 50,000 (or its equivalent in
another currency) thereafter, or (b) if the Specified Denomination stated in the relevant Final Terms is euro
50,000 (or its equivalent in another currency) and integral multiples of euro 1,000 (or its equivalent in another
currency) in excess thereof , in the minimum authorised denomination of euro 50,000 (or its equivalent in another
currency) and higher integral multiples of euro 1,000 (or its equivalent in another currency), notwithstanding that
no definitive notes will be issued with a denomination above euro 99,000 (or its equivalent in another currency).

U.S. legend

The following legend will appear on all global Notes, definitive Notes, receipts, interest coupons and talons:

Any United States person who holds this obligation will be subject to limitations under the United States
income tax laws, including the limitations provided in Sections 165(j) and 1287(a) of the Internal Revenue
Code.

The sections referred to provide that holders who are United States persons (as defined in the United States
Revenue Code of 1986, as amended), with certain exceptions, will not be entitled to deduct any loss on Notes,
receipts or interest coupons and will not be entitled to capital gains treatment of any gain on any sale, disposition,
redemption or payment of principal in respect of Notes, receipts or interest coupons.
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FORM OF GUARANTEE

The following is the text of the Deed of Guarantee:

THIS DEED is made on 15 December 2009

_______________

BY

(1) GAS NATURAL SDG, S.A. of Plaça del Gas no.1, 08003 Barcelona, Spain (the Guarantor)

IN FAVOUR OF

(2) THE HOLDERS AND THE RELEVANT ACCOUNT HOLDERS (as defined below) (together, the
Beneficiaries)

WHEREAS

(A) Gas Natural Finance B.V. and Gas Natural Capital Markets, S.A. (the Issuers) have established a Euro
Medium Term Note Programme (the Programme) pursuant to which the Issuers may from time to time
issue notes (Notes) in an aggregate nominal amount of up to euro 10,000,000,000 (subject to adjustment) in
accordance with the amended and restated programme agreement dated on or about 15 December 2009
relating to the Programme);

(B) In connection with the Programme the Issuers have entered into an amended and restated agency agreement
dated on or about 15 December 2009 (as amended, supplemented, restated or replaced from time to time,
the Agency Agreement) and made between the Issuers, the Guarantor, Citibank, N.A., London Branch as
Agent and the other Paying Agents named therein and each Issuer has executed and delivered a deed of
covenant (each, a Deed of Covenant) dated on or about 15 December 2009.

(C) The Guarantor has duly authorised the giving of a guarantee in respect of the Notes to be issued under the
Programme and each Deed of Covenant.

THIS DEED WITNESSES as follows:

1. INTERPRETATION

1.1 In this Deed of Guarantee:

Conditions means the terms and conditions of Notes issued by Gas Natural Finance B.V. or the terms and
conditions  of  Notes  issued  by  Gas  Natural  Capital  Markets,  S.A.,  as  the  case  may  be  (in  each  case,  as
scheduled to the Agency Agreement and as modified from time to time in accordance with their terms) and
any reference to a numbered Condition is to the correspondingly numbered provision thereof;

Holder in relation to any Note means, at any time, the person who is the bearer of such Note; and

Relevant Account Holder has the meaning given in each Deed of Covenant.

1.2 Clause headings are for ease of reference only.

Terms not otherwise defined herein shall bear the meanings assigned to them in the Conditions and each
Deed of Covenant.

1.3 Benefit of Deed of Guarantee
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Any Notes issued under the Programme on or after the date of this Deed of Guarantee shall have the benefit
of this Deed of Guarantee but shall not have the benefit of any subsequent guarantee relating to the
Programme (unless expressly so provided in any such subsequent guarantee).

2. GUARANTEE AND INDEMNITY

2.1 The Guarantor hereby unconditionally and irrevocably guarantees:

(a) to each Holder the due and punctual payment of any and every sum or sums of money which each
Issuer shall at any time be liable to pay under or pursuant to any Note as and when the same shall
become due and payable and agrees unconditionally to pay to such Holder, forthwith upon demand
by such Holder and in the manner and currency prescribed by such Notes for payments by the
relevant Issuer thereunder, any and every sum or sums of money which each Issuer shall at any time
be liable to pay under or pursuant to such Note and which the relevant Issuer shall have failed to pay
at the time such demand is made; and

(b) to each Relevant Account Holder the due and punctual payment of all amounts due to such Relevant
Account Holder under each Deed of Covenant as and when the same shall become due and payable
and agrees unconditionally to pay to such Relevant Account Holder, forthwith on demand by such
Relevant Account Holder and in the manner and in the currency prescribed pursuant to the relevant
Deed of Covenant for payments by the relevant Issuer thereunder, any and every sum or sums of
money which the relevant Issuer shall at any time be liable to pay under or pursuant to the relevant
Deed of Covenant and which the relevant Issuer shall have failed to pay at the time demand is made.

2.2 As a separate, additional and continuing obligation, the Guarantor unconditionally and irrevocably
undertakes with each Beneficiary that, should any amount referred to in Clause 2.1 not be recoverable from
the Guarantor thereunder for any reason whatsoever (including, without limitation, by reason of any Note,
any provision of any Note, the relevant Deed of Covenant or any provision thereof being or becoming void,
unenforceable or otherwise invalid under any applicable law) then, notwithstanding that the same may have
been known to such Holder or Relevant Account Holder, the Guarantor will, as a sole, original and
independent obligor, upon first written demand under Clause 2.1, make payment of such amount by way of
a full indemnity in such currency and otherwise in such manner as is provided for in the Notes or the
relevant Deed of Covenant (as the case may be) and indemnify each Beneficiary against all losses, claims,
costs, charges and expenses to which it may be subject or which it may incur under or in connection with
the Notes, the relevant Deed of Covenant or this Deed of Guarantee.

3. COMPLIANCE WITH THE CONDITIONS

The Guarantor covenants in favour of each Beneficiary that it will duly perform and comply with the
obligations expressed to be undertaken by it in the Conditions.

4. PRESERVATION OF RIGHTS

4.1 The obligations of the Guarantor herein contained shall be deemed to be undertaken as sole or principal
debtor.

4.2 The obligations of the Guarantor herein contained shall constitute and be continuing obligations
notwithstanding any settlement of account or other matters or things whatsoever and, in particular but
without limitation, shall not be considered satisfied by any partial payment or satisfaction of all or any of
the obligations arising under any Note or Deed of Covenant and shall continue in full force and effect in
respect of each Note and the relevant Deed of Covenant until final repayment in full of all amounts owing
by the relevant Issuer, and total satisfaction of all the actual and contingent obligations of such Issuer under
such Note or such Deed of Covenant.

4.3 Neither the obligations of the Guarantor herein contained nor the rights, powers and remedies conferred
upon the Beneficiaries or any of them by this Deed of Guarantee or by law shall be discharged, impaired or
otherwise affected by:
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(a) the winding-up, liquidation or dissolution of the relevant Issuer, or analogous proceedings in any
jurisdiction or any change in status, function, control or ownership of the relevant Issuer; or

(b) any of the obligations of the relevant Issuer, under any of the Notes or the relevant Deed of
Covenant being or becoming illegal, invalid or unenforceable in any respect; or

(c) time or other indulgence being granted or agreed to be granted to the relevant Issuer, in respect of
any obligations arising under any of the Notes or the relevant Deed of Covenant; or

(d) any amendment to, or any variation, waiver or release of, any obligation of the relevant Issuer under
any of the Notes or the relevant Deed of Covenant; or

(e) any other act, event or omission which, but for this Clause 4.3, would or might operate to discharge,
impair or otherwise affect the obligations of the Guarantor herein contained or any of the rights,
powers or remedies conferred upon the Holders, the Relevant Account Holders or any of them by
this Deed of Guarantee or by law.

4.4 Any settlement or discharge between the Guarantor and the Beneficiaries or any of them shall be
conditional upon no payment to the Beneficiaries or any of them by the relevant Issuer, or any other person
on behalf of the relevant Issuer being avoided or reduced by virtue of any provisions or enactments relating
to bankruptcy, insolvency or liquidation for the time being in force and, in the event of any such payment
being so avoided or reduced, the Beneficiaries shall each be entitled to recover the amount by which such
payment is so avoided or reduced from the Guarantor subsequently as if such settlement or discharge had
not occurred.

4.5 No Beneficiary shall be obliged before exercising any of the rights, powers or remedies conferred upon it
by this Deed of Guarantee or by law:

(a) to make any demand of the relevant Issuer other than the presentation of the relevant Note; or

(b) to take any action or obtain judgment in any court against the relevant Issuer; or

(c) to make or file any claim or proof in a winding-up or dissolution of the relevant Issuer

and, save as aforesaid, the Guarantor hereby expressly waives, in respect of each Note, presentment,
demand and protest and notice of dishonour.

4.6 The Guarantor agrees that so long as any amounts are or may be owed by the relevant Issuer, under any of
the Notes or the relevant Deed of Covenant or the relevant Issuer is under any actual or contingent
obligations thereunder, the Guarantor shall not exercise rights which the Guarantor may at any time have
by reason of performance by the Guarantor of its obligations hereunder:

(a) to be indemnified by the relevant Issuer; and/or

(b) to claim any contribution from any other guarantor of the obligations of the relevant Issuer, under
the Notes or the relevant Deed of Covenant; and/or

(c) to take the benefit (in whole or in part) of any security taken pursuant to, or in connection with, any
of the Notes or the relevant Deed of Covenant, by all or any of the persons to whom the benefit of
the Guarantor s obligations are given; and/or

(d) to be subrogated to the rights of any Beneficiary against the relevant Issuer, in respect of amounts
paid by the Guarantor pursuant to the provisions of this Deed of Guarantee.

4.7 The Guarantor hereby covenants that its obligations hereunder rank as described in Condition 3.
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5. STAMP DUTIES

The Guarantor will promptly pay any stamp duty or other documentary taxes (including any penalties and
interest in respect thereof) payable in connection with the execution, delivery and performance of this Deed
of Guarantee, and will indemnify and hold harmless each Beneficiary on demand from all liabilities arising
from any failure to pay, or delay in paying, such taxes.

6. DEED POLL; BENEFIT OF GUARANTEE

6.1 This Deed of Guarantee shall  take effect  as a Deed Poll  for the benefit  of the Beneficiaries from time to
time and for the time being.

6.2 The Guarantor hereby acknowledges and covenants that the obligations binding upon it contained herein
are owed to, and shall be for the benefit of, each and every Beneficiary, and that each Beneficiary shall be
entitled severally to enforce the said obligations against the Guarantor.

6.3 The Guarantor may not assign or transfer all or any of its rights, benefits and obligations hereunder.

7. PROVISIONS SEVERABLE

Each of the provisions in this Deed of Guarantee shall be severable and distinct from the others and the
illegality, invalidity or unenforceability of any one or more provisions under the law of any jurisdiction
shall not affect or impair the legality, validity or enforceability of any other provisions in that jurisdiction
nor the legality, validity or enforceability of any provisions under the law of any other jurisdiction.

8. CURRENCY INDEMNITY

If any sum due from the Guarantor under this Deed of Guarantee or any order or judgment given or made
in relation thereto has to be converted from the currency (the first currency) in which the same is payable
under this Deed of Guarantee or such order or judgment into another currency (the second currency) for
the purpose of (a) making or filing a claim or proof against the Guarantor, (b) obtaining an order or
judgment in any court or other tribunal or (c) enforcing any order or judgment given or made in relation to
this Deed of Guarantee, the Guarantor shall indemnify each Beneficiary on demand against any loss
suffered as a result of any discrepancy between (i) the rate of exchange used for such purpose to convert the
sum in question from the first  currency into the second currency and (ii)  the rate or rates of exchange at
which such Beneficiary may in the ordinary course of business purchase the first currency with the second
currency upon receipt of a sum paid to it in satisfaction, in whole or in part, of any such order, judgment,
claim or proof.

This indemnity constitutes a separate and independent obligation of the Guarantor and shall give rise to a
separate and independent cause of action.

9. NOTICES

Notices to the Guarantor will be deemed to be validly given if delivered at Plaça del Gas no.1, 08003
Barcelona, Spain (or at such other address and for such other attention as may have been notified to
Holders in accordance with the Conditions) and will be deemed to have been validly given at the opening
of business on the next day on which the Guarantor s principal office is open for business.

10. LAW AND JURISDICTION

10.1 Governing law

This Deed of Guarantee and any non-contractual obligations arising out of or in connection with it are
governed by, and shall be construed in accordance with, English law.

10.2 English courts



86

The courts of England have exclusive jurisdiction to settle any dispute (a Dispute), arising from or
connected with this Deed of Guarantee (including a dispute regarding the existence, validity or termination
of this Deed of Guarantee) or the consequences of its nullity.

10.3 Appropriate forum

The Guarantor agrees that the courts of England are the most appropriate and convenient courts to settle
any Dispute and, accordingly, that it will not argue to the contrary.

10.4 Rights of the Beneficiaries to take proceedings outside England

Clause 10.2 (English courts) is for the benefit of the Beneficiaries only. As a result, nothing in this Clause
10 (Law and jurisdiction) prevents the Beneficiaries from taking proceedings relating to a Dispute
(Proceedings) in any other courts with jurisdiction. To the extent allowed by law, the Beneficiaries may
take concurrent Proceedings in any number of jurisdictions.

10.5 Process agent

The Guarantor agrees that the documents which start any Proceedings in England and any other documents
required to be served in relation to those Proceedings in England may be served on it by being delivered to
Law Debenture Corporate Services Limited at Fifth Floor, 100 Wood Street, London EC2V 7EX or, if
different, its registered office for the time being or at any address of the Guarantor in Great Britain at which
process may be served on it in accordance with Part 34 of the Companies Act 2006. If such person is not or
ceases to be effectively appointed to accept service of process on behalf of the Guarantor, the Guarantor
shall, on the written demand of any Beneficiary addressed and delivered to the Guarantor appoint a further
person in England to accept service of process on its behalf and, failing such appointment within 15 days,
any Beneficiary shall be entitled to appoint such a person by written notice addressed to the Guarantor and
delivered to the Guarantor. Nothing in this paragraph shall affect the right of any Beneficiary to serve
process in any other manner permitted by law.

IN WITNESS WHEREOF this Deed has been executed as a deed by the Guarantor and is intended to be and is
hereby delivered on the date first above written.

SIGNED as a DEED and DELIVERED
on behalf of GAS NATURAL SDG, S.A.,
a company incorporated in Spain, by
________________________________________,
being a person who, in accordance with the laws of
that territory, is acting under the authority of the
Company

}
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USE OF PROCEEDS

Unless otherwise set forth in the relevant Final Terms, the net proceeds from the issue of each Tranche of
Notes  will  be  on  lent  to  Gas  Natural  SDG,  S.A.  to  be  used  by  Gas  Natural  SDG,  S.A.  and  its  consolidated
subsidiaries for general corporate purposes.
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FORM OF FINAL TERMS

The Final Terms applicable to each Tranche of Notes will initially be in the following form, amended and
completed as appropriate for the particular Tranche of Notes:

Capitalised words and expressions used in a Final Terms shall, save to the extent otherwise defined therein,
have the meanings given thereto in the relevant Terms and Conditions and in the Agency Agreement.

[Date]

[Gas Natural Finance B.V.
(Incorporated with limited liability in The Netherlands and having its statutory domicile in Amsterdam)/

Gas Natural Capital Markets, S.A.
(Incorporated with limited liability in the Kingdom of Spain)]

[Title of relevant Tranche of Notes (specifying type of Notes)] (the Notes)

Guaranteed by

Gas Natural SDG, S.A.

issued pursuant to the euro 10,000,000,000 Euro Medium Term Note Programme

Terms used herein shall be deemed to be defined as such for the purposes of the Terms and Conditions of Notes
issued by [Gas Natural Finance B.V./Gas Natural Capital Markets, S.A.] set forth in the Base Prospectus dated 15
December 2009 [and the supplemental Base Prospectus dated [ ]]1 which [together] constitute[s] a base prospectus
for the purposes of the Prospectus Directive (Directive 2003/71/EC) (the Prospectus Directive). This document
constitutes the Final Terms of the Notes described herein for the purposes of Article 5.4 of the Prospectus
Directive and must be read in conjunction with such Base Prospectus [as so supplemented]1. Full information on
the Issuer, the Guarantor and the offer of the Notes is only available on the basis of the combination of these Final
Terms and the Base Prospectus. Copies of the Base Prospectus [and the supplemental Base Prospectus]1 may be
obtained during normal business hours from [Strawinskylaan 3105, 7th Floor, 1077 ZX Amsterdam / Plaça del
Gas no.1, 08003, Barcelona, Spain] (being the registered office of the Issuer) and from the offices of the Agent at
14th Floor, Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB, United Kingdom.

[The following alternative language applies if the first tranche of an issue which is being increased was issued
under a Base Prospectus with an earlier date.]

Terms used herein shall be deemed to be defined as such for the purposes of the Terms and Conditions of Notes
issued by [Gas Natural Finance B.V./Gas Natural Capital Markets, S.A.] (the Conditions)  set  forth  in  the  Base
Prospectus dated [original date] [and the supplemental Base Prospectus dated [ ]]1. This document constitutes the
Final Terms of the Notes described herein for the purposes of Article 5.4 of the Prospectus Directive (Directive
2003/71/EC) (the Prospectus Directive) and must be read in conjunction with the Base Prospectus dated 15
December 2009 [and the supplemental Base Prospectus dated [ ]]1, which [together] constitute[s] a base
prospectus for the purposes of the Prospectus Directive, save in respect of the Conditions which are extracted
from the Base Prospectus dated [original date] [and the supplemental Base Prospectus dated [ ]]1 and are attached
hereto. Full information on the Issuer and the offer of the Notes is only available on the basis of the combination
of  these  Final  Terms  and  the  Base  Prospectuses  dated  [original date] and 15 December 2009 [and the
supplemental Base Prospectuses dated [ ] and [ ]]1. Copies of the Base Prospectuses [and the supplemental Base
Prospectuses] may be obtained during normal business hours from [Strawinskylaan 3105, 7th Floor, 1077 ZX
Amsterdam / Plaça del Gas no.1, 08003, Barcelona, Spain] (being the registered office of the Issuer) and from the
offices  of  the  Agent  at  14th Floor, Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB, United
Kingdom.



89

[Include whichever of the following apply or specify as Not Applicable  (N/A). Note that the numbering should
remain as set out below, even if Not Applicable  is indicated for individual paragraphs or sub-paragraphs.
Italics denote guidance for completing the Final Terms.]

[When completing final terms or adding any other final terms or information consideration should be given as to
whether such terms or information constitute significant new factors  and consequently trigger the need for a
supplement to the Base Prospectus under Article 16 of the Prospectus Directive.]

1. (i) Issuer: [Gas Natural Finance B.V. / Gas Natural Capital Markets, S.A.]

(ii) Guarantor: Gas Natural SDG, S.A.

2. (i) Series Number: [     ]

[(ii)] Tranche Number: [     ]

(If fungible with an existing Series, details of that
Series, including the date on which the Notes
become fungible)

3. Specified Currency or Currencies: [     ]

4. Aggregate Nominal Amount of Notes
admitted to trading:

[     ]

[(i)] Series: [     ]

[(ii) Tranche: [     ]]

5. Issue Price: [     ] % of the Aggregate Nominal Amount [plus accrued interest
from [insert date] (if applicable)]

6. (i) Specified Denominations: [If the Specified Denomination is expressed to be euro 50,000 (or
its equivalent in other currencies) and multiples of a lower
principal amount (for example euro 1,000) insert the following:

euro 50,000 (or its equivalent in other currencies) and integral
multiples of [euro 1,000] (or its equivalent in other currencies) in
excess thereof up to and including [euro 99,000] (or its equivalent
in other currencies).  No definitive notes will be issued with a
denomination above [euro 99,000] (or its equivalent in other
currencies) .]

Notes (including Notes denominated in Sterling) in respect of
which the issue proceeds are to be accepted by the Issuer in the
United Kingdom or whose issue otherwise constitutes a
contravention of Section 19 Financial Services and Markets Act
2000 and which have a maturity of less than one year must have a
minimum redemption value of GBP 100,000 (or its equivalent in
other currencies).

7. [(i)] Issue Date: [     ]

[(ii)] Interest Commencement
Date:

[Specify/Issue Date/Not Applicable]

[An Interest Commencement Date will not be relevant for certain
types of Notes (e.g. Zero Coupon Notes)]
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8. Maturity Date: [Specify date or (for Floating Rate Notes) Interest Payment Date
falling in or nearest to the relevant month and year]

9. Interest Basis: [[     ] % Fixed Rate]

[[specify reference rate]  +/- [     ] % Floating Rate]

[Zero Coupon]

[Index-Linked Interest]

[Dual Currency]

[Other (specify)]

(further particulars specified below)

(NB. Zero Coupon Notes may only be offered and sold by Gas
Natural Finance B.V.)

10. Redemption/Payment Basis: [Redemption at par]

[Index-linked Redemption]

[Dual Currency]

[Partly Paid]

[Instalment]

[Other (specify)]

[If the Final Redemption Amount is an amount other than 100% of
the nominal value, the Notes will constitute derivative securities
for the purposes of the Prospectus Directive and the requirements
of Annex XII to Commission Regulation (EC) No. 809/2004 (the
Prospectus Directive Regulation) will apply]

11. Change of Interest or
Redemption/Payment Basis:

[Specify details of any provision for convertibility of Notes into
another interest or redemption/ payment basis]

12. Put/Call Options: [Investor Put]

[Issuer Call]

[(further particulars specified below)]

13. [(i)] Status of the Notes: [Senior/[Dated/Perpetual]/Subordinated]

[(ii)]  Status of the Guarantee: [Senior/[Dated/Perpetual]/Subordinated]

[(iii)]  [Date [Board] approval for
issuance of Notes [and
Guarantee] obtained:

[     ] [and [     ], respectively]]

(N.B. Only relevant where Board (or similar) authorisation is
required for the particular tranche of Notes or related
Guarantee.)
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14. Method of distribution: [Syndicated/Non-syndicated]

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

15. Fixed Rate Note Provisions [Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs of this
paragraph)

(i) Rate[(s)] of Interest: [     ] % per annum [payable [annually / semi-annually / quarterly /
monthly / other (specify)] in arrear]

(ii)  Interest Payment Date(s): [     ] in each year [adjusted in accordance with [specify Business
Day Convention and any applicable Business Centre(s) for the
definition of Business Day] / not adjusted]

(iii)  Fixed Coupon Amount[(s)]: [     ] per [     ] in Specified Denomination

(iv)  Broken Amount(s): [Insert particulars of any initial or final broken amounts which do
not correspond with the Fixed Coupon Amount[(s)]]

(v)  Day Count Fraction: [30/360 / Actual/Actual (ICMA/ISDA) / other]

(vi)  [Determination Dates: [     ] in each year (insert regular interest payment dates, ignoring
issue date or maturity date in the case of a long or short first or
last coupon)

[N.B. only relevant where Day Count Fraction is Actual/Actual
(ICMA)]]

(vii)  Other terms relating to the method
of calculating interest for Fixed
Rate Notes:

[Not Applicable/give details]

16. Floating Rate Note Provisions [Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs of this
paragraph)

(i)       Interest Period(s): [     ]

(ii)      Specified Interest Payment Dates: [     ]

(iii)      First Interest Payment Date: [     ]

(iv)     Business Day Convention: [Floating Rate Convention/ Following Business Day Convention/
Modified Following Business Day Convention/ Preceding
Business Day Convention/ other (give details)]

(v)      Business Centre(s): [     ]

(vi)     Manner in which the Rate(s) of
Interest is/are to be determined:

[Screen Rate Determination/ ISDA Determination/ other (give
details)]

(vii)    Party responsible for calculating the
Rate(s) of Interest and Interest
Amount(s) (if not the Calculation
Agent):

[     ]
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(viii)   Screen Rate Determination:

Reference Rate: [     ]

Interest Determination
Date(s):

[     ]

Relevant Screen Page: [     ]

(ix)   ISDA Determination:

Floating Rate Option: [     ]

Designated Maturity: [     ]

Reset Date: [     ]

(x)      Margin(s): [+/-][     ] % per annum

(xi)  Minimum Rate of Interest: [     ] % per annum

(xii)    Maximum Rate of Interest: [     ] % per annum

(xiii)   Day Count Fraction: [     ]

(xiv)   Fall back provisions, rounding
provisions, denominator and any
other terms relating to the method
of calculating interest on Floating
Rate Notes, if different from those
set out in the Conditions:

[     ]

17. Zero Coupon Note Provisions [Applicable/Not Applicable]
(N.B. Zero Coupon Notes may only be offered and sold by Gas
Natural Finance B.V.)

(If not applicable, delete the remaining sub-paragraphs of this
paragraph)

(i) [Amortisation/Accrual] Yield: [     ] % per annum

(ii) Reference Price: [     ]

(iii) Any other formula/basis of
determining amount payable:

[     ]

18. Index-linked Notes/other variable-
linked interest Note Provisions

[Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs of this
paragraph)

(i)   Index/Formula/other variable: [Give or annex details]

(ii)   Party responsible for calculating the
Rate(s) of Interest and/or Interest
Amount(s) (if not the Calculation
Agent):

[     ]
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(iii)  Provisions for determining Coupon
where calculated by reference to
index and/or formula and/or other
variable:

[     ]

(iv)  Determination Date(s): [     ]

(v)   Provisions for determining Coupon
where calculation by reference to
Index and/or Formula and/or other
variable is impossible or
impracticable or otherwise
disrupted:

[     ]

(vi)   Interest or calculation period(s): [     ]

(vii)  Specified Interest Payment Dates: [     ]

(viii)  Business Day Convention: [Floating Rate Convention/ Following Business Day Convention/
Modified Following Business Day Convention/ Preceding
Business Day Convention/ other (give details)]

(ix)   Business Centre(s): [     ]

(x)   Minimum Rate/Amount of Interest: [     ] % per annum

(xi)   Maximum Rate/Amount of Interest: [     ] % per annum

(xii)  Day Count Fraction: [     ]

19. Dual Currency Note Provisions [Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs of this
paragraph)

(i) Rate of Exchange/method of
calculating Rate of Exchange:

[Give details]

(ii)  Party responsible for calculating the
principal and/or interest due (if not
the Calculation Agent):

[     ]

(iii)  Provisions applicable where
calculation by reference to Rate of
Exchange impossible or
impracticable:

[     ]

(iv)  Person at whose option Specified
Currency(ies) is/are payable:

[     ]

PROVISIONS RELATING TO REDEMPTION

20. Call Option [Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs of this
paragraph)
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(i) Optional Redemption Date(s): [     ]

(ii)  Optional Redemption Amount(s) of
each Note and method, if any, of
calculation of such amount(s):

[     ]

(iii)  If redeemable in part:

(a) Minimum Redemption
Amount:

[     ]

(b) Maximum Redemption
Amount:

[     ]

(iv) Notice period [     ]

[If setting notice periods which are different to those provided in
the terms and conditions, issuers are advised to consider the
practicalities of distribution of information through
intermediaries, for example, clearing systems and custodians, as
well as any other notice requirements which may apply, for
example, as between the Issuer and its agent.]

21. Put Option [Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs of this
paragraph)

(i)   Optional Redemption Date(s): [     ]

(ii)   Optional Redemption Amount(s) of
each Note and method, if any, of
calculation of such amount(s):

[     ]

(iii)   Notice period: [     ]

[If setting notice periods which are different to those provided in
the terms and conditions, issuers are advised to consider the
practicalities of distribution of information through
intermediaries, for example, clearing systems and custodians, as
well as any other notice requirements which may apply, for
example, as between the Issuer and its agent.]

22. Final Redemption Amount of each
Note

[     ] per Specified Denomination

In cases where the Final Redemption Amount is
Index-Linked or other variable-linked:

(i)    Index/Formula/variable: [give or annex details]

(ii)   Party responsible for calculating the
Final Redemption Amount (if not
the Calculation Agent):

[     ]
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(iii)  Provisions for determining Final
Redemption Amount where
calculated by reference to Index
and/or Formula and/or other
variable:

[     ]

(iv)  Determination Date(s): [     ]

(v)   Provisions for determining Final
Redemption Amount where
calculation by reference to Index
and/or Formula and/or other
variable is impossible or
impracticable or otherwise
disrupted:

[     ]

(vi)  Payment Date: [     ]

(vii)  Minimum Final Redemption
Amount:

[     ]

(viii)  Maximum Final Redemption
Amount:

[     ]

23. Early Redemption Amount

Early Redemption Amount(s) payable on
redemption for taxation reasons or on event of
default or other early redemption and/or the
method of calculating the same (if  required or if
different from that set out in the Conditions):

[     ]

GENERAL PROVISIONS APPLICABLE TO THE NOTES

24. Form of Notes: Bearer Notes:

[Temporary Global Note exchangeable for a Permanent Global
Note which is exchangeable for Definitive Notes in the limited
circumstances specified in the Permanent Global Note]

[Temporary Global Note exchangeable for Definitive Notes on the
Exchange Date  (as specified and defined in the Temporary

Global Note)]

[Permanent Global Note exchangeable for Definitive Notes in the
limited circumstances specified in the Permanent Global Note]

25.    New Global Note [Yes] [No]

26. Financial Centre(s) or other special
provisions relating to payment dates:

[Not Applicable/give details. Note that this item relates to the date
and place of payment, and not interest period end dates, to which
items 15(ii), 16(v) and 18(ix) relates]

27. Talons for future Coupons or Receipts
to be attached to Definitive Notes (and
dates on which such Talons mature):

[Yes/No. If yes, give details]
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28. Details relating to Partly Paid Notes:
amount of each payment comprising
the Issue Price and date on which each
payment is to be made and
consequences (if any) of failure to pay,
including any right of the Issuer to
forfeit the Notes and interest due on
late payment:

[Not Applicable/give details]

29. Details relating to Instalment Notes:
amount of each instalment, date on
which each payment is to be made:

[Not Applicable/give details]

30. Redenomination, renominalisation
reconventioning provisions:

[Not Applicable/The provisions [in Condition [     ]] apply]

31. Consolidation provisions: [The provisions in Condition 16 (Further Issues) apply]

32. Other final terms: [Not Applicable/give details]

(When adding any other final terms, consideration should be
given as to whether such terms constitute a significant new
factor  and consequently trigger the need for a supplement to the
Base Prospectus under Article 16 of the Prospectus Directive)

DISTRIBUTION

33. (i) If syndicated, names of
Managers:

[Not Applicable/give names]

(ii) Stabilising Manager(s) (if
any):

[Not Applicable/give name(s)]

34. If non-syndicated, name of Dealer: [Not Applicable/give name]

35. US Selling Restrictions: [Reg. S Compliance Category; TEFRA C/ TEFRA D/ TEFRA not
applicable]

36. Additional selling restrictions: [Not Applicable/give details]

PURPOSE OF FINAL TERMS

These Final Terms comprise the final terms required for issue and admission to trading on the [specify relevant
regulated market] of the Notes described herein pursuant to the euro 10,000,000,000 Euro Medium Term Note
Programme of Gas Natural Finance B.V. and Gas Natural Capital Markets, S.A., guaranteed by Gas Natural SDG,
S.A.
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RESPONSIBILITY

The Issuer and the Guarantor accept responsibility for the information contained in these Final Terms. [[Relevant
third party information] has been extracted from [specify source]. Each of the Issuer and the Guarantor confirms
that such information has been accurately reproduced and that, so far as it is aware, and is able to ascertain from
information published by [specify source], no facts have been omitted which would render the reproduced
information inaccurate or misleading.]

By: .

Signed on behalf of [Gas Natural Finance B.V./Gas Natural Capital Markets, S.A.]

Duly authorised

By: .

Signed on behalf of the Guarantor

Duly authorised
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PART B  OTHER INFORMATION

1. LISTING

(i)   Admission to trading: [Application has been made by the Issuer (or on its behalf) for the
Notes to be admitted to trading on [specify relevant regulated
market] with effect from  [     ].]

[Application is expected to be made by the Issuer (or on its
behalf) for the Notes to be admitted to trading on [specify relevant
regulated market] with effect from   [     ].]

[Not Applicable.]

[Where documenting a fungible issue need to indicate that
original Notes are already admitted to trading.]

(ii)   Estimate of total expenses related to
admission to trading:

[     ]

2. RATINGS

Ratings: The Notes to be issued have been rated:

[S & P: [     ]]
[Moody s: [     ]]
[Fitch: [     ]]
[[Other]: [     ]]

(The above disclosure should reflect the rating allocated to Notes
of the type being issued under the Programme generally or, where
the issue has been specifically rated, that rating.)

3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE/OFFER

Need to include a description of any interest, including conflicting ones, that is material to the issue/offer, detailing the
persons involved and the nature of the interest. May be satisfied by the inclusion of the following statement:

[Save as discussed in Subscription and Sale , so far as the Issuer is aware, no person involved in the issue/offer of the
Notes has an interest material to the offer.]

[When adding any other description, consideration should be given as to whether such matters constitute significant
new factors  and consequently trigger the need for a supplement to the Base Prospectus under Article 16 of the
Prospectus Directive.]

4. REASONS FOR THE OFFER, ESTIMATED NET PROCEEDS AND TOTAL EXPENSES

[(i) Reasons for the offer: [     ]

(See Use of Proceeds  wording in the Base Prospectus. If
reasons for the offer differ from making profit and/or hedging
certain risks, will need to include those reasons here.)]
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[(ii) Estimated net proceeds: [     ]

(If proceeds are intended for more than one use will need to split
out and present in order of priority. If proceeds insufficient to
fund all proposed uses, state amount and sources of other
funding.)]

[(iii)  Estimated total expenses: [     ]

(If the Notes are derivative securities to which Annex XII of the
Prospectus Directive Regulation applies it is only necessary to
include disclosure of net proceeds and total expenses at (ii) and
(iii) above where disclosure is included at (i) above.)]*

5. [Fixed Rate Notes only - YIELD

Indication of yield: [     ]

The yield is calculated at the Issue Date on the basis of the Issue
Price. It is not an indication of future yield.]

6. [Index-Linked or other variable-linked Notes only -
PERFORMANCE OF INDEX/FORMULA/OTHER VARIABLE AND OTHER INFORMATION
CONCERNING THE UNDERLYING

Need to include details of where past and future performance and volatility of the index/formula/other variable can be
obtained. Where the underlying is an index need to include the name of the index and a description if composed by the
Issuer and if the index is not composed by the Issuer need to include details of where the information about the index
can be obtained. Where the underlying is not an index need to include equivalent information. Include other
information concerning the underlying required by Paragraph 4.2 of Annex XII of the Prospectus Directive
Regulation.]*

[(When completing this paragraph, consideration should be given as to whether such matters described constitute
significant new factors  and consequently trigger the need for a supplement to the Prospectus under Article 16 of the

Prospectus Directive.)]

The Issuer [intends to provide post-issuance information [specify what information will be reported and where it can
be obtained] ] [does not intend to provide post-issuance information]*.

7. Dual Currency Notes only - PERFORMANCE OF RATE[S] OF EXCHANGE

Need to include details of where past and future performance and volatility of the relevant rate[s] can be obtained.*

[(When completing this paragraph, consideration should be given as to whether such matters described constitute
significant new factors  and consequently trigger the need for a supplement to the Base Prospectus under Article 16

of the Prospectus Directive.)]

8. OPERATIONAL INFORMATION

ISIN Code: [     ]

Common Code: [     ]

Any clearing system(s) other than
Euroclear Bank S.A./N.V. and
Clearstream Banking, société anonyme
and the relevant identification
number(s):

[Not Applicable/give name(s) and number(s)]
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Delivery: Delivery [against/free of payment]

Names and addresses of initial Paying
Agent(s):

[     ]

Names and addresses of additional
Paying Agent(s):

[     ]

Commissioner (applies to Gas Natural
Capital Markets, S.A. only):

[     ]

Intended to be held in a manner which
would allow Eurosystem eligibility:

[Yes] [No]

[Note that the designation Yes  simply means that the Notes are
intended upon issue to be deposited with one of the International
Central Securities Depositaries (ICSDs) as common safekeeper
and does not necessarily mean that the Notes will be recognised as
eligible collateral for Eurosystem monetary policy and intra-day
credit operations by the Eurosystem either upon issue or at any
and all times during their life. Such recognition will depend upon
satisfaction of the Eurosystem eligibility criteria.]

[Include this text if Yes  is selected in which case the Notes must
be issued in NGN form.]

(N.B. This Programme contemplates that Notes may be issued in
NGN form even if the designation No  is selected above  see
paragraph 25 of Part A.)

* Required for derivative securities to which Annex XII to the Prospectus Directive Regulation applies.

Note:

1. Only include details of a supplemental Base Prospectus in which the Conditions have been amended for the purposes of all future
issues under the Programme.
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DESCRIPTION OF GAS NATURAL FINANCE B.V.

Incorporation and Status

Gas Natural Finance B.V. (GNF) was incorporated on 3 May 1999 under the laws of The Netherlands as a
private limited liability company (besloten vennootschap met beperkte aansprakelijkheid) with its corporate seat
in Amsterdam, The Netherlands, for an indefinite period.  The registered office of GNF is at Strawinskylaan 3105,
7th Floor, 1077 ZX Amsterdam, The Netherlands and the telephone number is +31 20 406 4429. GNF is
registered with the Trade Register of the Amsterdam Chamber of Commerce under number 34115316.

Share Capital

GNF s authorised share capital is euro 100,000 divided into euro 200 ordinary shares of euro 500 each.

Its issued and fully paid up share capital is euro 20,000. The whole of the issued and paid up share
capital of GNF is owned by the Guarantor.

Business

GNF was incorporated to facilitate the raising of finance for the Guarantor.

In order to achieve its objectives, GNF is authorised to raise funds by issuing preference shares and
negotiable obligations in the capital and money markets.

Managing Directors

The Board of Management of GNF has the ultimate responsibility for the administration of the affairs of
GNF.  The managing directors, their position in GNF and their principal activities outside GNF are as follows:

Name Position Principal activities outside GNF

Enrique Berenguer Marsal Chairman Head of Financial Management and Planning
of Gas Natural SDG, S.A.

Joan Felip Font Managing Director Accounts and Tax Manager
of Gas Natural SDG, S.A.

José de Jesús Rodríguez Gutiérrez Managing Director Chief Financial Officer of
Gas Natural Mexico S.A. de C.V.

Jacob Cornelis Willem van Burg Managing Director Managing Director and Proxyholder
of Equity Trust Co. N.V.

Paul Jozef Schmitz Managing Director Proxyholder of
Equity Trust Co. N.V.

Jakob Pieter Everwijn Managing Director Proxyholder of
Equity Trust Co. N.V.

The business address of the chairman and each of the managing directors of GNF is Strawinskylaan 3105,
7th floor, 1077 ZX Amsterdam, The Netherlands.

Conflicts of Interest

There are no potential conflicts of interest between any duties owed by the chairman and managing
directors of GNF to GNF and their respective private interests and/or duties.
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DESCRIPTION OF GAS NATURAL CAPITAL MARKETS, S.A.

Incorporation and Status

Gas Natural Capital Markets, S.A. (GNCM) was incorporated on 23 May 2005 for an indefinite period
under Spanish companies law (Ley de Sociedades Anónimas) as a limited liability company (sociedad anónima)
registered at the Commercial Registry of Barcelona with reference Volume 37640, Folio 73, Page B310338
(first  registration).  The registered office of GNCM is at Plaça del Gas no.1, 08003 Barcelona, Spain and the
telephone number is +34 93 402 5891.
Share Capital

The authorised share capital of the GNCM is euro 100,000 represented by 1,000 registered shares having a
nominal value of euro 100 each, numbered 1 to 1,000.  The share capital of GNCM is fully subscribed and paid up
by Gas Natural SDG, S.A., (in respect of 999 shares) and La Propagadora del Gas, S.A. (in respect of 1 share).

Business

GNCM was incorporated to facilitate the raising of finance for the Guarantor.

The objectives of GNCM are to raise funds by issuing preference shares and other debt financial
instruments.

Directors

The Board of Directors of GNCM has the ultimate responsibility for the administration of the affairs of
GNCM.  The directors, their position in GNCM and their principal activities outside GNCM are as follows:

Name Position in GNCM Principal activities outside GNCM

Enrique Berenguer Marsal Chairman Head of Financial Management and Planning of Gas Natural
SDG, S.A.

Jesús Marcos Caño Director Head of Financial Management of Key Non-Controlled
Companies

Daniela Hila Barcas Lewkowicz Director Head of Funding & Capital Markets
of Gas Natural SDG, S.A.

The business address of the chairman and each of the directors of GNCM is Plaça del Gas no.1, 08003
Barcelona, Spain.

Conflicts of Interest

There are no potential conflicts of interest between any duties owed by the chairman and the directors of
GNCM to GNCM and their respective private interests and/or duties.
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DESCRIPTION OF GAS NATURAL SDG, S.A.

Incorporation and Status

Gas  Natural  SDG,  S.A.  (GNSDG) was incorporated on 28 January 1843 for an indefinite period under
Spanish companies law (Ley de Sociedades Anónimas) as a limited liability company (sociedad anónima)
registered at the Commercial Registry of Barcelona with reference Volume 22,147, Folio 147, Page B-33172.
The registered office of Gas Natural  SDG is at  Plaça del  Gas Nº 1,  08003 Barcelona,  Spain and the telephone
number is +34 93 402 5891.

Gas Natural SDG is the parent company of the Group.

Share Capital

Gas Natural SDG s share capital is made up of 921,756,951 shares of 1.00 par value each, represented by
book entries and forming a single class.  The share capital is fully subscribed and paid up.

Principal Shareholders

As of the date of this Base Prospectus, Gas Natural SDG s largest shareholder is Criteria CaixaCorp, S.A.
(a member of the la Caixa  group) with an aggregate shareholding of 36.4%.  The other principal shareholders of
Gas Natural SDG currently are (i) Repsol YPF with a shareholding of 30.0% and (ii) GDF Suez, S.A. with a
shareholding of 6.0%.

History

The history of the Group can be traced back to 28 January 1843, when Sociedad Catalana para el
Alumbrado por Gas was incorporated with the aim of installing a street lighting system in the city of Barcelona by
means of gas manufactured from coal.  The company subsequently invested in the electricity market and, after
acquiring Central Catalana de Electricidad S.A. in 1912, changed its name to Catalana de Gas y Electricidad S.A.

In 1965, Catalana de Gas y Electricidad S.A. and Exxon, along with three Spanish banks, incorporated Gas
Natural, S.A. in order to import, process and distribute natural gas shipped to Spain from Libya.  In 1987, the
company changed its name to Catalana de Gas, S.A. and, on 31 December 1991, Catalana de Gas, S.A. merged
with and absorbed Gas Madrid, S.A. (incorporated in 1921), thus acquiring the piped gas distribution assets of
Repsol YPF.  Catalana de Gas, S.A., the surviving entity from the merger, then changed its name to Gas Natural
SDG, S.A.

In 1994, during a process of vertical integration within the Spanish gas industry, Gas Natural SDG acquired
91% of Enagás, S.A. (Enagás), a company dedicated to gas supply, transportation, regasification and gas storage.
The remaining 9% of Enagás was acquired by the Group in 1998.  As a consequence of the liberalisation of the
Spanish energy market, Gas Natural SDG sold 59.1% of Enagás in June 2002 and has since fully divested its
stake, selling its final 5% of the share capital of Enagás on 1 June 2009.

In the 1990s, the Group commenced a process of international expansion.  In December 1992, the Group
led a consortium that successfully bid for 70% of a concession to distribute natural gas in Argentina, and, in 1996,
the Group became the majority shareholder in Metragaz, S.A. and Europe-Maghreb Pipeline Ltd., which operate
and maintain the Moroccan section of the Maghreb-Europe gas pipeline, linking the Algerian natural gas deposits
of Hassi R Mel with the Iberian peninsula.

Since 1997, the Group has continued its process of international expansion through the acquisition of gas
assets in Latin America (including Brazil, Colombia, Mexico and Puerto Rico) and Western Europe (principally
Italy and France), with the acquisition of Unión Fenosa in 2009 supporting this trend and enhancing the Group s
presence in Africa and the Middle East (including Egypt, Oman and Guinea).  In 2002, the Group began gas sales
and marketing through Gas Natural Vendita S.A. in Italy and, two years later, the Group further expanded its
presence in Italy through the acquisition of the natural gas distribution groups, Brancato, Nettis and Smedigas.
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These acquisitions were complemented on 17 September 2007 through the acquisition by the Group of the Italian
gas distribution and commercialisation company, Italmeco, which operates in four regions in central and southern
Italy.  In addition, in October 2007, Gas Natural entered into an agreement with the Italian natural gas
transportation group, Snam Rete Gas S.p.A. for the construction of gas pipelines connecting two LNG terminals in
Trieste-Zaule and Taranto to the national gas pipeline network.

In 2003, the Group commenced operations at a regasification plant and a combined-cycle electricity plant
in Puerto Rico and, in June 2005, the Group also entered the French market, establishing gas sales and marketing
activities through Gas Natural Commercialisation France S.A.S.

In October 2007, the Group entered into a purchase agreement to acquire four combined-cycle gas turbines
(CCGTs) and a gas pipeline in Mexico from the French energy group, EDF, and a fifth CCGT owned jointly by
EDF and the Japanese conglomerate, Mitsubishi.  The acquisition of these five CCGTs, which was completed in
December 2007, gave the Group a total installed capacity in Mexico of 2,233 MW - the second largest privately-
operated installed capacity in Mexico.

Acquisition of Unión Fenosa

On 11 February 2009, the CNC authorised the acquisition of Unión Fenosa by Gas Natural SDG subject to
certain undertakings presented by Gas Natural and accepted by the CNC, which included the divestment of
600,000 gas distribution connections and the related portfolio of customers, 2,000 MW of operational CCGT
capacity and its stake in Enagás.  Gas Natural also made a number of commitments relating to corporate
governance matters affecting Compañía Española de Petróleos, S.A. and Unión Fenosa Gas Comercializadora,
S.A.

The assets to be divested are of significant value, and they will be sold together with the necessary
resources to enable buyers to operate them on a standalone basis.  Moreover, these divestments are consistent with
the planned transaction structure and enable Gas Natural to maintain the gas-electricity convergence model it
pursued by integrating Unión Fenosa.

In accordance with the terms of an agreement signed on 30 July 2008, on 26 February 2009 Gas Natural
acquired an additional stake in Unión Fenosa from ACS, Actividades de Construcción y Servicios, S.A. (ACS),
increasing its total ownership of Unión Fenosa to 50.0%.  Gas Natural then launched a mandatory takeover bid for
the remaining Unión Fenosa shares, in accordance with Law 24/1998, of 28 July 2008, on the Securities Market,
and Royal Decree 1066/2007.

On 21 April 2009, the Spanish National Securities Commission (Comisión Nacional del Mercado de
Valores or the CNMV) published the results of the takeover bid, the acceptance deadline for which was 14 April
2009.  The bid was accepted by shares representing 34.7% of Unión Fenosa s capital and 69.5% of the voting
rights.  Following settlement of the takeover bid and of certain financial instruments with various banks relating to
Unión Fenosa shares, Gas Natural now owns 95.2% of the capital of Unión Fenosa.

The General Shareholders  Meetings held by Gas Natural (on 26 June 2009) and Unión Fenosa (on 29 June
2009) approved the merger of Unión Fenosa and Unión Fenosa Generación, S.A. into Gas Natural SDG via
dissolution without liquidation of the absorbed companies and the transfer of their total equity to Gas Natural
SDG.  This merger was effected in September 2009.

The approved merger proposal set out an exchange ratio of three shares of Gas Natural SDG for every five
shares of Unión Fenosa and received a favourable report from an independent expert appointed by the Barcelona
Mercantile Registry (Registro Mercantil).   The  merger  process  commenced  in  July  2008  and  was  completed  in
September 2009 with the issue of 26,204,895 new shares in Gas Natural to minority shareholders of Unión Fenosa
as part of the exchange.
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The acquisition of Unión Fenosa was a very significant transaction for Gas Natural, enabling it to
accelerate its strategic plan for the period 2008 to 2012 (the 2008-2012 Strategic Plan), by repositioning the
Group as a fully integrated gas and electricity operator, with the businesses of both groups complementing each
other throughout the gas and electricity value chains.  The resulting entity is the largest integrated gas and
electricity company in Spain and Latin America and one of the top ten utilities in Europe, with over 20 million
customers in 23 countries worldwide, of which over 9 million are in Spain.  Gas Natural anticipates that the
regulated gas and electricity businesses of the Group will provide stability and sustained growth and that the
broadened customer base of the combined Group will provide a solid foundation for future growth.

Through this acquisition, Gas Natural has (i) consolidated its strong presence in the gas and electricity
markets in Spain and Latin America, (ii) expanded its business significantly in the upstream and midstream
business areas, (iii) generated considerable operational and financial synergies for the combined group, and (iv)
reinforced its position as a global player in the LNG sector with a leadership position in the Atlantic basin.

Unión Fenosa has, in particular, contributed important assets to the upstream and midstream businesses of
Gas Natural, such as Unión Fenosa's interests in the regasification plants in Sagunto, Spain (42.5%) and
Reganosa, Spain (21.5%) and its participation in the liquefaction plants in Damietta, Egypt (80%) and Qalhat,
Oman (7.3%).  Additionally, the acquisition of Unión Fenosa has increased the gas supply contract portfolio of
Gas Natural by 6.5bcm and has contributed two LNG tankers to the fleet of 11 tankers already operated by the
Repsol-Gas Natural LNG, Stream joint venture with Repsol YPF.

In the electricity sector, Unión Fenosa had, as of 30 September 2009, nearly 12,000 MW of installed
capacity, positioning it as the third largest electricity utility on the Iberian peninsular.  Together with the installed
capacity of Gas Natural, the Group had, as of 30 September 2009, a combined installed capacity of 18,721 MW
worldwide, including 7,249 MW of CCGT capacity in Spain and 4,057 MW of CCGT capacity in other countries
(as of 30 September 2009 in each case).  Gas Natural believes that the combination of the electricity businesses of
both groups provides a balanced and competitive generation mix, in which the CCGT plants of the Group will
play a key role because of the competitive terms on which the combined Group can secure the gas supply to fuel
those plants.  With 11,306 MW of installed CCGT capacity as of 30 September 2009, Gas Natural is now one of
the leading CCGT operators worldwide.

Internationally, the presence of the Group has changed significantly as a result of the acquisition of Unión
Fenosa.  Gas Natural has gained important market positions in certain key markets in Latin America, obtaining
1,500 MW of installed CCGT capacity in Mexico, 1.8 million electricity customers and 952 MW of hydroelectric
generation in Colombia and further material interests in Guatemala, Nicaragua and Panama.  Unión Fenosa has
also contributed its interests in the integrated gas projects in Egypt and Oman and a 64% participation in the South
African mining company, Kangra Coal (Pty) Ltd. (Kangra Coal).

The integration of both groups is advancing on schedule and the organisation structure has been defined
for the group as a whole, in response to the strategic priorities of (i) successfully integrating the companies, (ii)
ensuring the transfer of best practices between the businesses and geographic areas, (iii) maximising energy
management earnings worldwide, (iv) actively managing the financial structure, (v) promoting processes for
management oversight and risk management, (vi) maximising returns on assets in the regulated gas and electricity
segments, and (vii) integrating management of gas and electricity customers.

Recent Developments

Divestments

In compliance with its commitments to the CNC, Gas Natural sold its 5% stake in Enagás on 1 June 2009
for 155 million and, on 20 July 2009, agreed to sell 248,000 gas supply connections for 330 million.
Additionally, Gas Natural has sold its stakes in CEPSA, Red Eléctrica Corporación, S.A. (Red Eléctrica), Isagén
S.A. E.S.P. (Isagén) and Indra Sistemas, S.A. (Indra) for total revenues of nearly 1,000 million.
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On 17 October 2009, Gas Natural agreed to sell its stake in Colombia s Empresa de Energía del Pacífico
S.A. for US$1,100 million and the transaction closed on 9 December 2009.  Following this divestment, Gas
Natural will maintain its strategic position as a principal operator in the Colombian energy market through its gas
distribution business and its electricity distribution business, which operates in the northern region of Colombia.

Strategy

On 6 November 2007, Gas Natural presented its 2008-2012 Strategic Plan, which has four key aims:

· to consolidate the position of the Group in Spain, Italy and Latin America;

· to continue the vertical integration of the Group into upstream and midstream activities;

· to export the Group s Spanish business model to markets that can be integrated in the natural gas / LNG
value chain or where the Group can leverage its know-how; and

· to retain a focus on efficiency.

The stated aim of the 2008-2012 Strategic Plan is to position the Group as a leading integrated gas and
electricity company.

Accelerating the 2008-2012 Strategic Plan

Through its takeover of Unión Fenosa, Gas Natural has created a leading global energy company with a
significant presence throughout the value chain in both the gas and electricity sectors.  Gas Natural believes that
the acquisition will enable Gas Natural to accelerate its 2008-2012 Strategic Plan, positioning the group as an
integrated gas and electricity operator with resultant synergies between both groups throughout the value chain.

Gas Natural intends to develop a new strategic plan for the enlarged group, which will establish the
organisational structure and objectives that are considered best to suit the enlarged group.  This new strategic plan
is expected to be announced in the first quarter of 2010.

- Obtaining synergies and other cost savings

Gas Natural hopes that the enlarged group will result in significant operational synergies and believes, in
particular, that the strategic fit of the assets and management structures of Unión Fenosa and Gas Natural could
result in substantial cost savings from 2011 onwards.  These cost savings are expected to result from the planned
integration of the marketing divisions of the liberalised businesses and from efficiencies in the area of corporate
and administrative services in Spain and elsewhere.  Further savings are also anticipated in the consolidation of
technology and information systems.  In addition, Gas Natural hopes to generate additional income from the
integration and optimisation of the commercial offering of both groups.

Gas Natural believes that the management teams of both groups have highly complementary skill sets:

· Prior to the combination with Unión Fenosa, Gas Natural was the leading company for the distribution
and marketing of gas in Spain.  Gas Natural was also the largest gas supply company in Spain (source:
the Report of the Spanish Regulator to the European Commission, 2008, published by the Spanish
National Energy Commission (Comisión Nacional de la Energía, the CNE),  as  a  result  of  which  Gas
Natural has gained considerable experience in the purchase and transportation of natural gas.  In addition,
Gas Natural has sought to develop a portfolio of CCGTs in Spain and, as of the date of this Base
Prospectus, operates facilities with an aggregate installed capacity of 3,600 MW.  Finally, the businesses
comprising the Gas Natural are highly focused on end consumers and the group currently has over
11 million customers throughout Spain and Latin America.

· Prior to its acquisition by Gas Natural, Unión Fenosa had similarly developed significant expertise in
(i) the operation of distinct technologies for the generation of electricity in Spain, (ii) the maintenance and
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development of electricity grids, and (iii) the entry into high-growth markets in Central and Latin
America.  Unión Fenosa was also a significant operator in the Spanish market for electricity distribution.

- Electricity

Unión Fenosa contributes more than 9,000 MW of installed capacity in Spain and 2,800 MW in other
countries, principally Mexico.  Taken together with the installed capacity of the Group, the enlarged business has
a total installed capacity of approximately 18 GW worldwide.

Gas Natural believes that the combination of the electricity generation businesses of both companies will
give rise to a balanced and competitive generation mix, benefitting the existing businesses of both Gas Natural
and Unión Fenosa, in which CCGTs are likely to continue to contribute significantly (representing approximately
half of the total installed capacity of the enlarged business).

The enlarged group is one of the principal CCGT operators worldwide and Gas Natural considers that it is
well positioned to enhance the strategic potential of the assets of the Unión Fenosa group due to their
compatibility with the generation assets of Gas Natural and through the joint use of varied fuels.

As a result of the acquisition, the Group s installed capacity from renewable energy sources (principally
hydraulic and wind power) has increased to 3.3 GW.

- Natural gas and liquefied natural gas

Gas Natural is a leading operator within Spain and internationally in the natural gas and LNG sectors.  In
the LNG sector, Gas Natural is vertically integrated and is one of the largest players in the Atlantic and
Mediterranean markets.

Unión Fenosa provides Gas Natural with access to a gas procurement portfolio of 6.5 bcm (in addition to
the 25 bcm currently held by Gas Natural).  In addition, through its 50% holding in Unión Fenosa Gas, S.A.,
jointly-held with Eni, S.p.A., Unión Fenosa contributes (i) two additional LNG tankers (to add to the 11 LNG
tankers that Gas Natural currently operates through its Stream  joint venture with Repsol YPF), and (ii) its
participations in the regasification plants in Sagunto (42.5%) and Reganosa (21.5%) and its interests in the
liquefaction plants in Egypt (Damietta: 80%) and Oman (Qalhat: 7.3%).

- Supply points

On a combined basis, Gas Natural and Unión Fenosa have over 20 million gas and electricity supply points
worldwide, of which almost 9 million are in Spain.  Gas Natural believes that the regulated businesses of
electricity and gas supply provide stability of cash flows and sustained growth.

- International presence

The international presence of Gas Natural has increased substantially as a result of the acquisition of Unión
Fenosa, with significant positions in the principal Latin American markets.

In particular, Unión Fenosa contributes more than 1,500 MW of CCGT installed capacity in Mexico,
1.8 million customers and 952 MW of hydroelectric generation capacity in Colombia, as well as important
positions in the distribution of electricity in Guatemala, Nicaragua and Panama.  In addition, Unión Fenosa has a
significant electricity distribution business in Moldova and a presence in Kenya, where it owns one power plant.
To this can be added Unión Fenosa s interests, which it holds through its 50% interest in a subsidiary that it holds
with Eni, S.p.A., in the integrated gas liquefaction plants in Egypt and Oman and its 64% participation in Kangra
Coal, a South African mining operation.

Based on the above factors, Gas Natural believes that the acquisition of Unión Fenosa will aid the Group to
consolidate its position in the electricity and gas markets in Spain and abroad, to expand its gas business and to
generate operational and financial efficiencies.
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Business

Gas Natural is one of the ten largest European energy multinationals and a leader in the vertical integration
of gas and power in Spain and Latin America.  It is also a leading operator in the Atlantic and Mediterranean LNG
markets.

Following its recent merger with Unión Fenosa, the company operates in 23 countries around the world,
serving over 20 million customers, 9 million of which are in Spain.  It has an installed electricity generation
capacity of 17GW.  The company s generating mix, which includes combined cycle gas turbines, hydro, nuclear,
coal-fired and renewable energies, is rich and diversified both in Spain and in other countries, especially Mexico,
where it has a total of 3,783 MW of installed capacity in combined cycle gas turbines.

Gas Natural is the leader in the Spanish gas distribution market (source: the Report of the Spanish
Regulator to the European Commission, 2008, published by the CNE), operating 5.9 million out of an estimated
total of 7 million supply points in the Spanish market through 10 distribution companies across 13 autonomous
communities,  and two sales companies.   According to the CNE, Gas Natural  is  the third largest  operator in the
Spanish electricity sector, with over 3.5 million customers.

The Group also entered the natural gas production business in 2004, with the aim of establishing a presence
throughout the entire value chain.  In 2005, Gas Natural reached an agreement with Repsol YPF for the joint
development of their respective LNG businesses through the creation of Stream , a jointly-held LNG
transportation company, which has since grown to become the world s third largest in terms of volume of gas
transported and one of the largest operator in the Atlantic basin.  In March 2006, the Group acquired the entire
share capital of Petroleum Oil & Gas España, S.A., a company involved in hydrocarbon exploration, development
and production in Spain, with gas reserves located in the Guadalquivir valley.  The acquisition provided the Group
with access to the only confirmed reserves of gas in Spain, enabling it to strengthen and expand its know-how in
exploration and production.  Through their joint-venture vehicle, Stream, Gas Natural and Repsol YPF have also
signed a memorandum of understanding with the Nigerian government for the development of a major LNG
project in Nigeria, including the possible construction and operation of a natural gas liquefaction plant with an
initial capacity of 10 bcm of natural gas, and for the acquisition and development of certain gas reserves to feed
the plant.

In the electricity generation business, the Group s strategy focuses on operating a customer-oriented
business based on a balanced, competitive and environmentally friendly generation mix in accordance with the
objectives established by the Kyoto Protocol.

Consolidated EBITDA totalled 1,641 million for the six months ended 30 June 2009, an increase of 26.5%
compared to the same period in 2008, mainly as a result of the integration of Unión Fenosa.  Although both
demand for energy and electricity prices in Spain were lower in the first half of 2009 than in the first half of 2008,
the effects of these declines were offset in Gas Natural s operating results by increased earnings from regulated
activities and the contribution of gas commercialisation activities, supported by levels of efficiency in overall
portfolio management.

The following table sets out certain gas and electricity output information relating to the Group for each of
the six-month periods ended 30 June 2008 and 2009.  The acquisition of Unión Fenosa and its full consolidation
since 30 April 2009 has led to significant changes in the year-on-year comparison and complicates an analysis of
the performance of Gas Natural s businesses.  To enable a more uniform comparison between the figures for the
six month periods ended 30 June 2009 and 2008, this section presents pro forma data created by aggregating Gas
Natural and Unión Fenosa s figures from 1 January in both years.
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Six months ended 30 June

2008 2009
Variation
2008/2009

Gas distribution (GWh) ........................................................... 354,740 297,740 -16.1%

Electricity distribution (GWh) ................................................. - 19,841 -

Gas supply (GWh) .................................................................. 210,087 183,253 -16.7%

Gas transportation/EMPL (GWh) ............................................ 105,666 78,723 -25.5%

Gas distribution connections (in thousands) ............................. 11,401 11,701 2.6%

Installed capacity (MW) .......................................................... 6,513 18,721 -

Electricity generated (GWh/year) ............................................ 16,616 43,314 -

The principal activities of the Group are classified as follows:

Distribution

· Distribution in Spain

· Distribution in Latin America

· Distribution in Italy

Electricity distribution

· Electricity distribution in Spain

· Electricity distribution in Moldova

· Electricity distribution in Latin America

Electricity

· Electricity in Spain

· Electricity in Mexico

· Electricity in other countries

Gas

· Upstream and Midstream

· Wholesale and Retail

· Unión Fenosa Gas (UF Gas)

Distribution

Gas distribution in Spain

This business segment includes gas distribution, third-party access (TPA) and secondary transportation, as
well as the distribution activities that are charged outside the regulated remuneration (meter rentals, customer
connections, etc.) in Spain.

The figures for the first half of 2008 included bundled-tariff supply, which was discontinued on 30 June
2008 and, therefore, is not included in the figures for the first half of 2009.
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Regulated gas sales in Spain, which encompassed TPA for both gas distribution and secondary
transportation and, until 30 June 2008, bundled tariff gas supply, amounted to 117,923 GWh in the first six
months of 2009, a 16.7% decrease on the same period in 2008 (mainly due to the discontinued bundled-tariff
supply), including adjustments due to the discontinuation of the residential business.

Distribution and secondary transportation services for TPA for the six month period ended 30 June 2009
declined by 6.4% on the same period in 2008, due to the decline in industrial activity since the fourth quarter of
2008, and totalled 118,517 GWh, of which 48,759 GWh related to services provided to third parties (a decline of
17.7% on the corresponding period in 2008), and the remaining 69,758 GWh to supply (an increase of 3.5% on
the corresponding period in 2008) by Gas Natural, which is the main operator in the liberalised gas market in
Spain.

Gas Natural continues to expand its distribution network, adding 2,564 km in the last twelve months and
connecting a further 11 municipalities in 2009.  The number of distribution connections increased by 119,000 in
the last 12 months, including  an additional 54,000 in the first half of 2009 (43.8% less than in the same period of
2008, principally due to the reduction in new home construction).

At 30 June 2009, the distribution grid measured 49,831 km, an increase of 5.4% on the figure for 30 June
2008, and there were a total of 5,896,000 distribution connections, 2.1% more than at 30 June 2008.

On 31 December 2008, Ministerial Order ITC/3802/2008 was published, establishing certain tolls, the last
resort  tariff and certain aspects of the regulated gas business in Spain.  This Order maintained the system of
calculating the remuneration for distribution that was previously in place, but amended its inflation indexation
(IPH).  Indexation is now based on the actual IPH index since 2007, rather than on projections, as was previously
the case.

On 16 January 2009, the Spanish Directorate General for Energy Policy and Mines (Dirección General de
Política Energética y Minas) published its Resolution of 31 December 2008, which established the distribution
remuneration, through Order ITC/3802/2008.  The initial remuneration allocated to Gas Natural for 2009 was
1,206 million.  The remuneration for secondary transportation in 2009 is expected to total 24 million.

Gas distribution in Latin America

This business segment includes both gas sales and TPA services in Argentina, Brazil, Colombia and
Mexico.  Gas sales in Latin America totalled 87,000 GWh in the first half of 2009, a 12.7% decrease compared to
the first half of 2008.

The three tables below set out the figures for gas activity sales (for the six months ended 30 June 2008 and
2009), the extent of the distribution network and the number of distribution connections (both as at 30 June 2008
and 2009) in each of the Latin American countries in which Gas Natural conducts gas distribution activities.

Six months ended 30 June

Gas activity sales (GWh) 2008 2009
Variation
2008/2009

Argentina................................................................................ 33,469 34,707 3.7%

Brazil...................................................................................... 35,834 23,758 -33.7%

Colombia ................................................................................ 8,195 7,851 -4.2%

Mexico.................................................................................... 22,156 20,694 -6.6%

Total ...................................................................................... 99,655 87,000 -12.7%
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As at 30 June

Distribution network (km) 2008 2009
Variation
2008/2009

Argentina................................................................................ 22,137 22,567 430km

Brazil...................................................................................... 5,736 5,901 165km

Colombia ................................................................................ 16,741 17,187 446km

Mexico.................................................................................... 15,680 16,020 340km

Total ...................................................................................... 60,294 61,675 1,381km

As at 30 June

Distribution connections ( 000) 2008 2009
Variation
2008/2009

Argentina................................................................................ 1,373 1,410 37

Brazil...................................................................................... 781 793 12

Colombia ................................................................................ 1,871 1,979 108

Mexico.................................................................................... 1,136 1,147 11

Total ...................................................................................... 5,161 5,329 168

Excluding Argentina, where sales grew 3.7% compared to the first half of 2008, sales in other countries
declined across the board.  This was primarily the result of lower sales to power plants and to the industrial
market, a trend which was particularly pronounced in Brazil.

There were a total of 5,329,000 gas connections in Latin America at 30 June 2009.  High year-on-year
growth rates were maintained and the number of distribution connections increased by 168,000.  Colombia added
108,000 distribution connections in the year ended 30 June 2009, due to a fast rate of customer acquisition in
Bogotá and the Altiplano Cundiboyacense area.

During the year ended 30 June 2009, the distribution grid in Latin America was extended by 1,381 km (or
2.3%) over the twelve months from 30 June 2008 to 61,675 km at 30 June 2009.  This is in line with the 2.3%
growth in the number of distribution connections over the same period.

 Argentina

In Argentina, Gas Natural generates its revenues primarily from natural gas sales to residential and
industrial customers, as well as through sales of compressed natural gas for use in cars and other small motor
vehicles.  The Group s main operations are located in the north and west of the province of Buenos Aires.

Negotiations with the Argentine Government for a new tariff framework are currently ongoing in a
continuation of the progress reflected in the memorandum agreement that standardised the country s tariffs
framework.

 Brazil

In Brazil, Gas Natural generates its revenues mainly from natural gas sales to residential and industrial
customers, as well as through sales of compressed natural gas for use in cars and other small motor vehicles.  The
Group s main operations are located in the state of Rio de Janeiro and in the southern part of the state of São
Paulo.  The Group operates in Brazil through CEG, CEG Rio, S.A. (CEG Rio) and Gas Natural SPS.  CEG and
CEG Rio operate as distributors in Rio de Janeiro and its surrounding metropolitan areas.

Distribution margins in Brazil increased by 11.9% in Rio de Janeiro and 5.4% in São Paulo in the first half
of 2009 (compared with the first half of 2008) as a result of inflation indexation.
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Additionally, the new tariff framework for 2008-2012 in the Rio de Janeiro area was approved on
31 March 2009, providing an additional increase of 11.8% for CEG Rio and 11.3% for CEG in the first half of
2009, compared with the same period in 2008.

 Colombia

In Colombia, Gas Natural generates its revenues mainly from natural gas sales to residential and industrial
customers, as well as through sales of compressed natural gas for use in cars and other small motor vehicles.  The
Group s main operations are located in Bogotá, the Cundiboyacense region, Bucaramanga, Girón, Sabana de
Torres, Pidecuesta, Sibaté, Soacha and Barrancabermeja.

Sales in Colombia decreased by 4.2% over the first half of 2009 (compared with the first half of 2008),
primarily as a result of lower sales to the industrial market.

The automotive LNG market in Colombia continues to grow.  The number of service stations rose 18%,
from 142 in June 2008 to 168 in June 2009.  The number of vehicles fitted to run on LNG rose by 13%, from
101,736 at 30 June 2008 to 114,694 at 30 June 2009.

 Mexico

In Mexico, Gas Natural generates its revenues primarily from natural gas sales to residential and industrial
customers, as well as through sales of compressed natural gas for use in cars and other small motor vehicles.  The
Group s main operations are conducted through its distribution company, Gas Natural México, S.A. de C.V. (Gas
Natural Mexico).  Gas Natural owns 87% of Gas Natural México, which is the licensed gas natural distributor for
México Distrito Federal and the areas of Nuevo Laredo, Saltillo, Toluca, Monterrey, Guanajato and the Bajío
Norte area, which includes the states of Aguascalientes, San Luis Potosí and Zatapecas.

The increase in distribution margins as a result of inflation indexation was approved in several concessions
in Mexico.  Negotiations to apply the new tariff frameworks are ongoing.

Gas distribution in Italy

In Italy, the Group generates its revenues primarily from natural gas sales to residential and industrial
customers.  On 3 July 2008, Gas Natural acquired the gas distribution company Pitta Costruzione, which operates
in the Puglia region in southern Italy, for 27 million.  The acquired group has a licence to supply natural gas to
11 municipalities with a total of 15,000 clients and a distribution grid measuring 393 km.  With this deal, Gas
Natural expanded its distribution area in Italy to 187 municipalities in 8 regions:  Molise, Abruzzo, Puglia,
Calabria, Sicily, Basilicata, Campania and Lazio.

After adding 8,500 new distribution connections in the first half of 2009, Gas Natural has 405,000 natural
gas distribution connections in Italy, thus attaining one of its primary commercial goals.

A total of 2,224 GWh of gas was distributed in Italy in the first half of 2009, representing an increase of
25.3% over the same period in 2008.  This was mainly attributable to weather conditions and the inclusion of Pitta
Construzione (+131 GWh).

Electricity distribution in Spain

Electricity distribution in Spain includes the regulated distribution of electricity as well as network services
for customers, including connection services and meter rentals.

Demand for energy in the distribution network markets performed similarly to those in the rest of the
country.  Consumption fell around 7% in terms of demand on the grid for the six-month period ended 30 June
2009 compared with the six-month period ended 30 June 2008.  The 9.8% decline in energy supplied during the
same periods reflects not only the reduction in consumption, but also the effect of the time lag between
consumption and billing.
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The process of liberalisation in recent months was evidenced in the 30.7% decline in bundled tariff supply
and the 42.1% increase in energy supplied at the TPA tariff.

Excluding force majeure factors (primarily the impact of Hurricane Klaus in Galicia and, to a lesser extent,
Castilla & León, which caused service interruptions which cannot be attributed to Gas Natural s service), service
quality indicators performed well and were better in the year ended 30 June 2009 than in the year ended 30 June
2008.  The Installed Capacity Equivalent Interrupt Time (ICEIT)  was  less  than  30  minutes  in  the  first  half  of
2009, almost eight minutes less than in the same period of 2008.

Electricity distribution in Moldova

The Group s business in Moldova consists of regulated electricity distribution and the supply of electricity
at the bundled tariff in the capital city and the central and southern regions.  Electricity demand increased by 3%
in Moldova in the year ended 30 June 2009, compared to the year ended 30 June 2008, despite the international
economic crisis.

Improvements in management processes, including power control measures, are evident in the reduction in
the electricity loss ratio to under 14.0%.

Electricity distribution in Latin America

This division involves regulated electricity distribution in Colombia, Guatemala, Nicaragua and Panama.

In the year ended 30 June 2009, electricity sales in Latin America totalled 10,326 GWh, a 1.4% increase on
the previous year, and customer numbers exceeded 5 million, a 12.5% increase on the previous year which was
due to rapid growth in customer acquisition in Colombia.

Despite the economic recession, energy demand in Central America increased by 1%, including a 3%
increase in distribution in Panama.

The basic operating indicators in the business, including those associated with energy management, the
power loss index and the debt collection index, improved with respect to the previous year and in line with the
goals of the action plans currently under way.

Electricity

Electricity in Spain

Gas Natural s electricity operations in Spain include electricity generation, electricity trading in the
wholesale market and the commercialisation of electricity in the deregulated Spanish market.

Hydroelectric output was far higher in the first half of 2009 than in the first half of 2008 as a result of
hydrological conditions in the river basins where Unión Fenosa operates, with a Probability of Being Surpassed
(PBS) of 74% in the six months ended 30 June 2009, compared with 85% in the same period of 2008.

Nuclear output declined by 8.4% for the six month period ended 30 June 2009 compared with the same
period of 2008 due to refuelling and maintenance shutdowns at the Trillo and Almaraz 2 plants (there were fewer
shutdowns in the first half of 2008).

Coal-fired output declined by 51.4% in the first half of 2009 compared with the first half of 2008, mainly
due to demand, precipitation, "special regime" and prices.

The combined cycle plants generated 12,689 GWh in the first half of 2009.

Gas Natural had a 20.1% share of the "ordinary regime" power generation market in Spain in the first half
of 2009.  The plants logged 4,380 equivalent baseload hours in the period to 30 June 2009, with a load factor of
41%.
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In the area of "special regime" power production, Gas Natural has an attributable capacity of 882 MW,
including 709 MW of wind power capacity.  Gas Natural s net attributable "special regime" output from the wind
farms and cogeneration plants in which it has a stake amounted to 1,147 GWh in the first half of 2009, compared
with 949 GWh in the first half of 2008.

Gas Natural continued to sell forward electricity actively in the first half of 2009, with transactions
maturing in that period amounting to over 3,000 GWh and the company trading over 2,700 GWh.

With regard to cross-border trading between Spain and France, Gas Natural participated in the daily,
monthly and annual interconnection capacity auctions, trading over 410 GWh in the first half of 2009 and
managing power in the various markets in the two countries (daily, intraday, constraints, futures).  Gas Natural s
operations in the French market represent a further step towards expanding its energy trading business into other
European markets so as to optimise its position in electricity through a more diversified portfolio of countries and
products.

Gas Natural increased trading of carbon dioxide emission permits in the first half of 2009, buying and
selling 16.5 Mt through numerous deals involving EUA emissions rights and Certified Emission Reduction (CER)
credits, both in organised markets (BLUENEXT, ECX) and directly with various counterparties, in spot, forward
and structured products.

In February 2007, Spain s Industry Ministry established a calendar of electricity auctions to cover the
bundled tariff supply by quarters (Energy Purchase for Last Resort Supply (Compra de Energía para el
Suministro de Último Recurso) auctions or CESUR auctions).  On 25 June 2009, Gas Natural participated in the
ninth such CESUR auction, which involved two products: three-month baseload capacity (July-September 2009
and October-December 2009) and three-month peak capacity (08.00-20.00 on working days in July-September
2009 and October-December 2009).  A total of 4,800 MW of baseload capacity in July-September 2009 and 5,000
MW of baseload capacity in October-December 2009 were auctioned, along with 670 MW of peak capacity in
each period.  Thirty companies participated in the auctions.  The auctions set prices of 42/MWh for the July-
September 2009 baseload product, 45.7/MWh for the October-December 2009 baseload product, 47.6/MWh for
the July-September 2009 peak product and 51.3/MWh for the October-December 2009 peak product.  The
electricity was sold to the five companies entrusted with supply at the last resort  tariff, i.e. Iberdrola
Comercializadora de Último Recurso, Endesa Energía XXI, Gas Natural/Unión Fenosa Metra, HC Energía Último
Recurso y E.On Comercializadora.

The outcome of the CESUR auction determines the reference price for setting the energy component of the
last resort  tariff, and this came into force on 1 July 2009.  The last resort  tariff is calculated using this energy

component, factoring in the costs of transmission and other regulated activities.

This business segment enables Gas Natural to actively manage its position and optimise margins and risk
exposure.

Electricity in Mexico

On 27 December 2007, Gas Natural acquired 100% of the following Mexican companies: (i) Central de
Anáhuac, S.A. de C.V., (ii) Central Lomas del Real, S.A. de C.V., (iii) Central Valle Hermoso, S.A. de C.V.,
(iv) Central Saltillo, S.A. de C.V., (v) Electricidad Águila de Altamira, Gasoducto del Río, S.A. de C.V.,
(vi) Compañía Mexicana de Gerencia y Operación, S.A. de C.V., and (vii) Controladora del Golfo, S.A. de C.V.

A total of 11,960 GWh was generated in the first half of 2009, 5.4% more than in the first half of 2008,
with a load factor of 73.9%, which was 5% higher than in the same period of the previous year.  This was due to
higher demand from the Mexican Federal Electricity Commission (Comisión Federal de Electricidad).

Availability, which is the pivotal factor for revenues at the Mexican CCGT plants, was 95.8% for the first
six months of 2009, 10% higher than in the same period in 2008.  The plants  efficiency improved by 1% overall
across the same periods.
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Construction is ongoing on the Norte combined cycle plant in the state of Durango, where the project is
84% complete.  This 450 MW plant was certified on 6 March 2007 and is expected to enter commercial operation
in the first quarter of 2010.

Electricity in other countries

Electricity output in the first half of 2009 in other countries totalled 3,571 GWh.  Output in Colombia
totalled 2,014 GWh, 11.4% less than for the same period in 2008, which was the wettest year in 23 years.
However, output was higher than initially expected for a normal water year.

Production by the Puerto Rico power plant declined by 24.1% as a result of the low load factor in the first
half of 2009 to 78.5%, compared with 94% in the same period of 2008.

Production increased by 2% in the Dominican Republic, Kenya and Costa Rica and capacity utilisation was
2.6% higher in these countries in the first half of 2009 than in the first half of 2008.  In Kenya, 30 MW of the
planned 50 MW expansion to the Nairobi South II plant entered commercial operation in July 2009.  The
remaining 20 MW are expected to be in commercial operation during the fourth quarter of 2009.

Gas

Upstream and Midstream

This business segment includes the development of upstream gas and LNG projects, maritime
transportation and the operation of the Maghreb-Europe gas pipeline.

 Europe-Maghreb gas pipeline

The gas transportation activity conducted in Morocco through Europe Maghreb Pipeline Ltd and Metragaz,
S.A. represented a total volume of 38,558 GWh in the six month period ended 30 June 2009, a 30.5% decline on
the same period in 2008.  Of that figure, 38,558 GWh were transported for Gas Natural through Sagane and
12,134 GWh through Portugal and Morocco.  Lower energy demand in the Iberian Peninsula and optimisation of
Gas Natural s supply/demand balance led to a lower volume of gas being shipped and, consequently, lower
utilisation of the Maghreb-Europe pipeline.

 Upstream Gas and LNG projects

Gas Natural carries out exploration and appraisal work for hydrocarbons reserves in Spain, mainly in the
Guadalquivir region.  In addition, in 2005, Gas Natural reached an agreement with Repsol YPF for the joint
development of their respective LNG businesses including the joint operation of certain upstream LNG activities.
Pursuant to this joint venture, Gas Natural and Repsol YPF agreed, among other things, to develop an exploration
project in Tanger-Larache (Morocco) and several further exploration projects in southern Spain.

In December 2007, Gas Natural and Repsol YPF, in consortium with certain other companies, signed a
partnership agreement to develop an integrated gas project in Angola.  Gas Natural and Repsol YPF created a
joint venture company, Gas Natural West Africa (owned 60% by Repsol YPF, 40% by Gas Natural), to manage
the project.  The Angolan government granted a concession in March 2009 which provides the legal framework
for developing the project.  Investment is expected to be made to develop LNG once the gas reserves have been
evaluated.  Seismic exploration work is currently underway and the first well is projected to be drilled before the
end of 2009.

 Maritime transportation

Repsol YPF and Gas Natural, through the creation of the Stream  joint venture in 2005, agreed to jointly
manage LNG vessels in order to optimise the utilisation of their resources.  No transfer of ownership of the
vessels takes place under the agreement, with Stream acting as agent on behalf of both Repsol YPF and Gas
Natural.
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 Regasification plants in Italy

Gas Natural s projects to build two regasification plants in Italy (Trieste-Zaule and Taranto) continue to
make progress towards obtaining the required permits and licenses.  The Trieste-Zaule project obtained a positive
report from the Ministry of Cultural Assets and Activities (MiBAC) in January 2009 and received Ministerial
Environmental Authorisation in July 2009, concluding the permit process at national level.  The process of
obtaining permits for the Taranto project, as required under Italian legislation, is ongoing.

Both projects are on-shore, located in the port areas of the respective cities, and have a planned
regasification capacity of 8 bcm/year.  Investment per terminal will be approximately 500 million.  The Trieste
terminal is expected to be in service in 2013.

Snam Rete Gas S.p.A. continues to develop its projects to connect the two terminals with Italy s national
gas grid.  The Trieste terminal connection project is currently in the process of obtaining environmental approvals.

These plants will enable Gas Natural to diversify its sources of natural gas supply in Italy and provide
continuity in this energy source, which is one of the objectives of the Italian government s energy policy.

Wholesale and Retail

Gas Natural s Wholesale and Retail activities include gas procurement and commercialisation in Spain and
other countries, and the commercialisation of other products and services related to gas sales in the deregulated
market.

In the first half of 2009, Gas Natural supplied 77,034 GWh of natural gas in the liberalised market, a 19.2%
decline on the first half of 2008 as a result of lower gas consumption for power generation by combined cycle
plants (caused by lower electricity demand and lower pool prices) and the decline in economic activity.  In the
same period, Gas Natural sold 21,231 GWh of gas for supply to the liberalised market by other supply companies
(a 29.7% increase over the first half of 2008).

Until 1 July 2008, the gas procured by the Group for the regulated market was supplied to Enagás which, in
addition to performing inventory management, supplied the gas to distribution companies, both those in the Gas
Natural group and to third parties.  That activity amounted to 17,383 GWh in the first half of 2008.

Supply in Europe increased due to the growth in natural gas supply in France.

Gas Natural is taking steps to promote the use of natural gas as automotive fuel in Spain, in both the public
and private sectors.  Gas Natural has significant experience in this line of business, which it already conducts in
several Latin American countries and Italy, where automotive natural gas is widely used.  In Spain, it markets this
application of natural gas under the "gn auto" brand.

Under the "gn auto" project, Gas Natural undertakes end-to-end management of the process, from
construction of the service station (capital cost and subsequent operation and maintenance) to the supply of
compressed natural gas, thereby ensuring the improved availability of the facilities.

Gas Natural presented its plan for expansion into the automotive natural gas markets at the Gas Natural
Vehicular (GNV)  Conference  in  Madrid  in  June  2009.   The  group  has  reached  a  number  of  agreements  that
strengthen its plan for expansion into the automotive natural gas markets, the most important of which relates to a
project with Skoda España, S.A. to develop a vehicle which runs on natural gas.  This vehicle is expected to be
ready for the market in the fourth quarter of 2009, with an initial use as a taxi.

Through the "gnSolar" business line, Gas Natural seeks to promote the joint use of solar energy and natural
gas in residential and tertiary buildings by providing advice for property developers and builders as well as a
maintenance service for such installations.
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At the 2009 Construmat Trade Fair and the 2009 Genera Energy and Environment Trade Fair, Gas Natural
presented new energy solutions based on natural gas to improve the efficiency of installations and save primary
energy.  The main new product presented by Gas Natural was a gas-fired heat pump for centralized installations
which regulates temperature using natural gas while consuming less energy than a traditional heat pump.

Gas Natural has also created a new web site, www.gestonatural.es, to promote more sustainable
consumption habits, to showcase the company s initiatives in the area of sustainability and energy efficiency and
to develop the solar-gas combination, solar energy, and energy management in buildings.

In the first six months of 2009, Gas Natural increased the number of multi-utility contracts with its
customers to 2,112,836, an increase of 2.2% over the same period in 2008, boosting the number of contracts per
customer from 1.38 at 30 June 2008 to 1.39 at 30 June 2009.

Unión Fenosa Gas

This area includes wholesale and retail gas procurement and supply in Spain and other countries performed
by Unión Fenosa Gas, including the liquefaction plants in Damietta (Egypt) and Qalhat (Oman), the Reganosa and
Sagunto regasification plants and the gas carrier fleet.

There was a 4.3% reduction in gas supply in the first half of 2009 compared with the first half of 2008 due
to lower sales to combined cycle plants (which declined by 2.7%) and other customers (which declined by 6.6%).
Over the same periods, sales to industry fell by 10.5% while sales to the residential sector increased by 22.4%.

During the six month period ending 30 June 2009, the gas acquired under long-term contracts with Egypt
and Oman covered practically all of the gas needs in the Spanish market, with only 6.6% of total gas being
obtained from other sources.

The main infrastructures in the gas business (liquefaction, carrier fleet, regasification) maintained their
expected levels of availability and efficiency.

The Damietta (Egypt) liquefaction plant operated at a high level over the first six months of 2009,
processing 29,519 GWh, 14.2% more than in the same period of 2008.  A total of 33 carrier-loads were shipped
during this period, of which 20 corresponded to Unión Fenosa Gas.

The Sagunto regasification plant processed 33,970 GWh in the six months ending 30 June 2009, totalling
48 shiploads, 22 of which were for Unión Fenosa Gas (18,877 GWh, 55.6% of the total).  The Reganosa
regasification plant produced 7,996 GWh (10 shiploads) in the same period.  Of that amount, 2,071 GWh were for
Unión Fenosa Gas (25.9%).

Preliminary studies are ongoing with regards to a second liquefaction train in Egypt, an expansion of the
Sagunto regasification plant and investment in underground storage capacity.  The third storage tank at the
Sagunto regasification plant came into service in May 2009.

Legislation in Spain

Regulation in the gas sector

Regulated activities

Law 34/1998 distinguishes between regulated and unregulated activities.  Regasification, storage,
transportation and distribution activities are regulated activities, the economic and operational regime for which is
governed by Law 34/1998.  Companies that perform these regulated activities may not perform unregulated
activities.

http://www.gestonatural.es,
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Remuneration for regulated activities

Under the scope of Royal Decree 949/2001, which implemented certain criteria and principles in relation to
levels of remuneration for regulated activities, the Ministry of the Economy has issued a number of ministerial
orders that establish the compensation for such activities, as well as tariffs, tolls and royalties payable in respect of
the regulated activities of transportation and distribution. These tariffs, tolls and royalties are applied uniformly
throughout Spain.

The remuneration for providing regulated natural gas sales to customers is based upon, among other
factors:

· the volume of gas distributed;

· investments and amortisations recognised in the distribution network;

· maintenance and operational costs of the distribution network;

· characteristics of the area of distribution, including length of the network, network pressure and the
number of customers serviced;

· security and quality of service;

· other costs necessary to carry out distribution;

· customer-related operating costs; and

· the cost of natural gas.

On 31 December 2008, Ministerial Order ITC 3802/2008 was published, updating the formula for the
remuneration of regulated gas activities in Spain, in accordance with the framework established in February 2002.
By a Resolution of 31 December 2008, updated by a Resolution of 10 June 2009, the Spanish Directorate General
for Energy Policy and Mining (Dirección General de Política Energética y Minas) published the remuneration for
gas distribution activities in Spain.  According to these Resolutions, the total remuneration allocated to Gas
Natural for 2009 was 1,206 million, an 8% increase over the adjusted total 2008 remuneration of 1,118 million.
This remuneration has been adjusted in Gas Natural s accounts for lower-than-expected activity due to milder
weather and the resulting reduction in demand in certain segments in 2008 and 2009.  Taking into account real
demand in 2008, remuneration for that year amounted to 1,100 million.  The remuneration allocated to Gas
Natural for secondary transportation for 2009 was increased by 7% to 24.1 million.

Liberalisation and deregulation of the Spanish gas industry

Law 34/1998, as amended by Royal Decree 6/2000, liberalised the Spanish natural gas market in
accordance with applicable European directives.  The regulation established freedom of gas sales between market
operators and eligible consumers and a transitional regime of maximum prices for non-eligible consumers.

On 1 July 2008, the Spanish gas industry was deregulated with the abolition of the regulated gas supply in
line with the requirements of the Second European Gas Directive 2003/55/EC.  Pursuant to Law 12/2007,
published on 3 July 2007, and Ministerial Order ITC/2309/2007, published on 31 July 2007, the regulated gas
market was abolished as from 1 July 2008 and distribution companies ceased to supply at the bundled tariff.
Under the new liberalised system, customers are free to elect their gas supplier and those that failed to do so by
1 July 2008 were automatically transferred to the supply company pertaining to their distribution company s
business (the so-called last resort  supplier).   A  last  resort  tariff  has  been  established,  setting  the  maximum
price at which last resort  suppliers may charge eligible consumers (initially being consumers connected to a gas
pipeline with a pressure less than or equal to 4 bar and whose annual consumption is less than 3 GWh).  On 14
May 2009, Ministerial Order ITC 1251/2009 modified the scope of the last resort tariff to apply only to customers
connected to a gas pipeline with a pressure less than or equal to 4 bar and whose annual consumption is less than
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50 MWh.  Royal Decree 6/2009, published on 30 April 2009, designated Gas Natural Servicios, S.A. (a subsidiary
of Gas Natural SDG) as one of the five companies designated in Spain as a last resort  supplier
(commercializador de último recurso).  On 20 May 2009, Gas Natural SUR SDG, S.A. (also a subsidiary of Gas
Natural SDG) was designated as a last resort  supplier in place of Gas Natural Servicios, S.A.

The Spanish regulatory framework provides for quarterly reviews of last resort  tariffs, taking into
account, among other factors, the cost of raw materials, prices of Brent crude oil and gas and fuel prices quoted in
U.S. dollars on the international markets.

Liberalisation in Spain has gone beyond the requirements of the Second EU Gas Directive (2003/55/EC),
and accordingly the implementation of the third legislative package is expected to have minimal impact on
Spanish regulation.

Dominant market position

As from 1 January 2003, no company or group of companies may supply more than 70% of the total gas
consumption in Spain (excluding gas consumed by such company or group).  As of the date of this Base
Prospectus, Gas Natural accounts for approximately 52% of total gas consumption in Spain.

Regulation in the electricity sector

The general regulatory framework for the electricity sector in Spain is governed by Law 54/1997 of 27
November 1997 (the Electricity Sector Law), which regulates the generation, transmission, distribution, supply
and the intra-community and international exchange of electricity.  The basic principle underlying the Electricity
Sector Law is the right of all consumers to receive high-quality power supply at the lowest possible cost within
their national territory, whilst minimising the environmental impact of the electricity industry.  The Electricity
Sector Law also governs the technical management (carried out through a system operator) and economic
management (carried out through a market operator) of the electricity sector in Spain.

The Electricity Sector Law was amended by Law 17/2007 of 4 July 2007, which implemented into Spanish
national legislation Directive 2003/54/EC of the European Parliament and of the Council on common rules for the
internal electricity market.  As the majority of the provisions of this Directive had already been enacted by the
Electricity Sector Law, the principal changes brought about by Law 17/2007 were limited to the following:

· the abolition of the bundled tariff system as from 1 July 2009 and the introduction of a last resort  tariff
for certain consumers through last resort  suppliers designated by the regulatory authority;

· the introduction of mandatory functional separation between the management of regulated and
unregulated activities;

· the creation of an Office of Supplier Changes with responsibility for supervising changes of supplier in
the gas and electricity industries; and

· the introduction of new functions for the regulatory agencies.

To ensure the independence and transparency of regulated activities (including distribution,  transmission
and the technical and economic management of the system), operators are obliged to separate regulated and
unregulated activities.  Accordingly, companies that carry out any regulated activity must include such activity as
its sole corporate objective in its by-laws.  A corporate group may, however, engage in any number of regulated
activities provided that each activity is carried out by a different group company.  The obligations in relation to
functional separation and independent management of regulated activities laid down by Law 17/2007 have been
mandatory since 1 January 2008.
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Generation

The electricity generation sector in Spain operates under the principles of free establishment and open
competition.  Generators principally derive their revenues through sales of the energy they produce, and such sales
can be carried out:

· on an organised daily market in which the electricity selling price is set according to a marginal price
determined on the basis of demand;

· through forward sales in organised markets such as:

o markets operated by the Operator of the Iberian Energy Market (Operador del Mercado Ibérico
de Energia or OMIP), in which Spanish and Portuguese last resort  suppliers are required to
make at least a certain percentage of their purchases; and

o CESUR auctions for bilateral trades of last resort supply  on the mainland Iberian peninsula; or

· through bilateral contracts on terms freely agreed between the contracting parties, complying with form
and minimum content requirements pursuant to applicable laws and regulations.

In addition, Endesa and Iberdrola, as Dominant Operators (Operadores Dominantes), are required to
conduct auctions of primary energy emissions in order to promote the liquidity of the forward market and reduce
their own market power.

Remuneration for generation activities also arises through the provision of complementary services and
payment for capacity .  Payment for capacity is effected through (i) an investment incentive applicable to post-

1998 facilities which have operated under the ordinary regime at a capacity of over 50 MW for ten years, as well
as to older facilities that have made significant environmental investments, such as in desulphurisation, and (ii)
payments for availability, structured through bilateral contracts with the system operator.

 Incentives are also provided for burning Spanish coal, and a special remuneration system exists for
facilities supplied or powered by renewable energy sources, waste and cogeneration.

Distribution

Whilst distribution activities have been liberalised, particularly in terms of access to distribution networks,
remuneration remains regulated and the tariffs for use of the networks continue to be set by the regulatory
authorities.

Royal Decree 222/2008 of 15 February 2008 regulates the remuneration of electricity distribution, which is
determined on an individual basis for each distributor in four-year periods.  A benchmark remuneration is
established to ensure that utility companies receive adequate returns on their efficiency investments.  This is
calculated on the basis of the company s investments, its operation and maintenance costs, its other expenses,
including commercial management fees and its audited regulatory information costs, and is moderated against a
reference network model.  Additional incentives exist aimed at improving the quality of the electricity supply and
reducing losses.

As a result of this remuneration structure, distributors  revenues are not determined by the fees they charge
to customers, but by the remuneration assigned to them through the regulatory system for each year.  Receipt of
this remuneration is guaranteed through a settlement system managed by the CNE.  The CNE also determines the
compensation entitlement for the management of access contracts.
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Transmission

Remuneration of electricity transmission activities is also regulated, and is fixed for each transmitting entity
according to its capital expenditure and operational and maintenance costs.  Remuneration also incorporates an
incentive for available capacity.

In March 2008, Royal Decree 325/2008 of 29 February 2008 was published, setting the remuneration of
electricity transmission activities for facilities in operation as of 1 January 2008.  RD 325/2008 revised the
remuneration system for transmission activities, in accordance with the amendments to the Electricity Sector Law
enacted by Law 17/2007, in view of the heavy investment programme envisaged over the next ten years and
brought the transmission remuneration system more into line with the compensation systems for regulated
activities in other European countries.

Law 17/2007 also established a single transmitter model for transmission to be managed exclusively by the
Transmission Network Manager and System Operator (Red Eléctrica Corporación, S.A.), whilst certain 220kV
facilities (the voltage threshold for transmission) may be authorised to undertake transmission activities,
depending on their specific characteristics and functions, all such facilities that do not obtain authorisation must
be sold to Red Eléctrica Corporación, S.A. within a maximum period of three years.

Retail supply

Since 1 January 2003, retail customers have had a free choice of electricity supplier.  Profit margins in
retail electricity supply result from revenues generated through sales to customers (at a price agreed between
customer and supplier) less the costs of acquiring the electricity supplied and any applicable levies.

Law 17/2007 established the following timetable for phasing out the previous tariff systems:

· 1 January 2009: removal of the integrated tariff (although this occurred on 1 July 2008 for general high-
voltage tariffs) entry into operation of the last resort  tariff system.

· 1 January 2010: last resort  tariff system applicable to low-voltage customers only.

· 1 January 2011: last resort  tariff system applicable only to customers with power contracts for less than
50 kW.

The Government is authorised to accelerate this timetable or modify the consumption thresholds as it sees
fit.  Accordingly, on 1 July 2009, a last resort  tariff was introduced for all customers with power contracts for
less than 10 kW.  Similarly, a measure was also introduced for "vulnerable" customers, which freezes increases of
their last resort  tariffs until 2012.  Companies responsible for last resort supply are listed in Royal Decree
485/2009, of 3 April 2009.

Research and Development

The Group engages in research and development both independently and in collaboration with other
Spanish and international companies and bodies.  The Group s research and development focuses mainly on
(i) safety in the transportation of natural gas, (ii) methods of reducing environmental impact, (iii) the development
of new technologies in the distribution of gas, and (iv) the development of new applications for natural gas.

Litigation and Arbitration

Members of the Group may, from time to time, be subject to civil liability claims for damage caused as a
result of incidents arising in the Group s ordinary course of operations.  Such incidents may include breakdowns
in the gas distribution network, gas explosions or damage caused by the Group s tankers that transport LNG.  Any
such claims could result in the payment of damages by the Group in accordance with the legislation applicable in
the countries in which Gas Natural operates.  An unfavourable outcome in respect of one or more of these claims
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could, to the extent the damages award is not covered by the Group s civil liability insurance policies, have a
material adverse effect on the Group s financial condition and results of operation.

Set out below are described the main judicial, arbitration and regulatory proceedings of the Group as of
December 2009:

Gassi Touil project

On 27 November 2009, an arbitral award was published resolving a dispute between Gas Natural / Repsol
YPF and Sonatrach in relation to the termination of a contract in respect of the integrated Gassi Touil project in
Algeria.

The arbitral tribunal declared the contract between the parties terminated in accordance with its terms,
without any obligation on any of the parties to indemnify the other(s) in relation to such termination.  The award
also ordered Sonatrach to purchase Gas Natural and Repsol YPF s participations in the consortium engaged in the
liquefaction process for the Gassi Touil Project, for consideration equal to the treasury value of such
participations.

The award does not provide for the investments made by Gas Natural and Repsol YPF to be refunded and,
as a result, Gas Natural will write off the accounting credits relating to these investments, which amount to
approximately 60 million.

The proceedings began in July 2007, and their resolution will not affect Gas Natural s ordinary course of
business in the Argelia region of Algeria.  Gas Natural and Repsol YPF continue to analyse the content of the
arbitral award in order to determine whether to begin further proceedings in relation to the action.

Supply contracts with Sonatrach

Following an exchange of correspondence between Gas Natural and Sonatrach in relation to the
interpretation of certain clauses in the supply contracts between them, Sonatrach has submitted a request for
arbitration in an attempt to modify the contracts and, in particular, the pricing formulae contained in them.  Gas
Natural is defending the claim and has prepared a counterclaim seeking a reduction in prices.

Arbitration with Iberdrola.

Gas Natural has submitted a request for arbitration against Iberdrola, S.A. (Iberdrola) in relation to non-
compliance with the terms of supply contracts between Gas Natural and Iberdrola.  In response, Iberdrola has
given notice that it intends to file a counterclaim.  The arbitral process is currently ongoing.

Tax claims in Spain

As a result of various inspections in relation to the tax years for 1998 and 2002, the Spanish tax authorities
have queried the rationale behind certain deductions made by Gas Natural SDG and Unión Fenosa relating to their
exportation activities, designating such practices as non-compliant.  As of 30 September 2009, an accumulated
total relating to such deductions amounting to 262 million was being appealed before the Central Economic
Administrative Tribunal (Tribunal Económico Administrativo Central)  and  the  National  Court  (Audiencia
Nacional).

Tax claims in Argentina

The tax authorities in Argentina have brought various claims against Gas Natural BAN, S.A. (Gas Natural
BAN) in relation to the tax treatment of capital gains derived from the transfer of distribution networks from third
parties to Gas Natural BAN, recognised in the period 1993 to 2000.  Gas Natural BAN s liability for such capital
gains would amount to a total of 229 million Argentine pesos (inclusive of interest).  All of the claims have been
challenged,  and  Gas  Natural  expects  the  results  of  these  challenges  to  be  favourable.   In  a  separate  matter
involving a third party respondent, in 2007, the National Appeals Court (Cámara Nacional de Apelaciones) issued
a decision relating to the period 1993 to 1997 by which it found that the trade resolution (Resolución
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Determinativa de Oficio) on which the Federal Administration for Public Revenue (Administración Federal de
Ingresos Públicos) based its claim for the amounts supposedly owed by the respondent had no effect, and
confirmed that no fines should be imposed.  The decision of the court in that matter is currently being challenged
before the Supreme Court of Justice (Corte Suprema de Justicia).

Tax claims in Brazil

In September 2005, the Rio de Janeiro tax authority (Administración Tributaria) abandoned its previous
recognition of credits on the sale of Social Integration Programme (PIS) and Social Contribution Tax (COFINS)
contributions paid to Companhia Distribuidora de Gas do Rio de Janeiro, S.A. (CEG).  The administrative court
confirmed this position in March 2007 and CEG is currently appealing that decision by way of judicial review
before the Federal Court of Rio de Janeiro.  On 26 January 2009, CEG was notified of a public civil action against
it on the same facts.  Gas Natural, along with its legal advisers, considers that both claims are without foundation
and, accordingly, believes that neither of the proceedings are likely to be successful.  The tax sums in question, as
at 30 September 2009, amounted to 267 million Brazilian reais.

Unfair competition disciplinary proceedings

The anti-trust authorities have opened disciplinary proceedings against Gas Natural and Unión Fenosa,
mainly in Spain, in relation to potential infringements in the electricity and gas sectors.

Environmental Matters

The Group s operations are subject to the environmental protection laws and regulations of the European
Union, Spain and the other countries in which the Group operates or is located.  Over recent years, Spain has
incorporated and implemented several EU Directives addressing environmental matters, including, among others:

· Directive 2004/101/EC of 27 October 2004, which amended Directive 2003/87/EC, on the establishment
of a scheme for greenhouse gas emission allowance trading within the European Community
(implemented in Spain through Royal Law Decree 5/2004 and Law 1/2005); and

· Directives 96/61/EC and 2001/80/EC on the prevention and integrated control of pollution (implemented
in Spain by Law 16/2002 and Royal Decree 430/2004).

Compared with other fuels, natural gas has a low environmental impact, principally because it does not
generate ash, solid waste or other by-products in its phases of production.  Unlike other fossil fuels, such as coal
or petroleum derivatives, no sulphur oxides or solid particles are produced.  Natural gas is free from any volatile
organic compounds that can pollute the atmosphere and the combustion of natural gas results in relatively limited
emissions of natural nitrogen oxides, compared with other fuels.  Carbon dioxide emissions through natural gas
combustion are 40% to 50% lower than those for coal and 25% to 30% lower than those for fuel oil.

As  of  the  date  of  this  Base  Prospectus,  Gas  Natural  SDG  is  not  aware  of  any  environmental  disputes
currently pending or threatened against the Group that would have a material adverse effect on the business or
financial condition of the Group taken as a whole in the event of an unfavourable judgment or settlement.

Insurance

In line with industry practice, the Group insures its assets and activities worldwide.  Among the risks
insured are damage to property, business interruption and civil liability to third parties arising in connection with
the Group s operations.  The Group s insurance policies also include indemnification limits and deductibles.  The
Group considers its level of insurance coverage to be appropriate for the risks inherent in its business.

The Group has its own reinsurance company, Natural Re, S.A. (Natural Re).   Natural  Re  is  completely
integrated within the risk management of the Group and acts as a centralised global operations tool, providing
coverage against Group risks.  Natural Re allows the Group to implement its insurance programme consistently
across the varying regulatory environments applicable to the countries in which the Group operates.
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Employees

At 30 September 2009, Gas Natural employed approximately 19,195 persons in Argentina, Brazil,
Colombia, France, Italy, Mexico, Morocco, Puerto Rico and Spain, among other countries.

The Group has only experienced one labour stoppage in the past five years, which was limited to the
Madrid area.  As of the date of this Base Prospectus, Gas Natural SDG is not aware of any material labour dispute,
other than disputes within the normal course of business.

Management  Board of Directors

The Board of Directors of Gas Natural SDG has ultimate responsibility for the administration of the affairs
of the Group.  The directors, their position on the Board of Directors of Gas Natural SDG and their principal
activities outside the Group are as follows:

Name Position Principal activities outside the Group

Salvador Gabarró Serra Chairman First Vice-Chairman of la Caixa  and Chairman of Fundación
Gas Natural

Antonio Brufau Niubó Vice-President Executive Chairman of Repsol YPF, S.A.

Rafael Villaseca Marco Chief Executive Officer -

Santiago Cobo Cobo Director Vice-Chairman and Chief Executive Officer of Cía. Turística
Santa María, S.A.

Carlos Kinder Espinosa Director Chief Executive Officer of GTD Ingeniería de Sistemas y
Software, S.A.

Carlos Losada Marrodan Director General Manager of ESADE.  Chairman of Fundación para el
Desarrollo Empresarial y Social de Argentina

Demetrio Carceller Arce Director Chairman of S.A. Damm, Corporación Económica
Damm, S.A., Disa Corporación Petrolífera, S.A.,

DISA Península SLU (Ex  Shell)

José Arcas Romeu Director Chairman of Fundación Empresas IQS, Fundació Barcelona de
Formació Professional and Fundació BCN Formació

Profesional and Member of the Board of Directors of Fira de
Barcelona.

Enrique Alcántara-García Irazoqui Director Secretary, Member of the Advisory Board
and of the Standing Committee of the UOC

Enrique Locutura Rupérez Director Executive Director GNL of Repsol YPF, S.A.

Emiliano López Achurra Director Chairman of Asociación Euro-Defi España and Bultztel, S.A.

Fernando Ramírez Mazarredo Director Chief Financial Officer of Repsol YPF, S.A.

Miguel Valls Maseda Director Chairman of the Barcelona Chamber of Commerce, the
Catalonia Chamber of Commerce, Fichet Industria S.L. and

MC Mutual

Jaime Vega de Seoane Azpilicueta Director Director of OHL SA and Tegecovi, S.A.

Narcís Serra Serra Director Chairman of Caixa d Estalvis de Catalunya.  Chairman of
Fundación Caixa Catalunya, Museu Nacional d Art de

Catalunya and Vice-Chairman of Telefónica Chile.

Juan Mª Nin Génova Director Vice-Chairman of Fundación la Caixa  and General Manager
of la Caixa
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Name Position Principal activities outside the Group

Juan Rosell Lastortras Director Chairman of OMB, of Sistemas Integrados para la Higiene
Urbana, and of Congost Plastic.  Member of the Board of

Directors of Criteria CaixaCorp, S.A.

Felipe Cañellas Vilalta Vice-Secretary
(non-Director)

-

The business address of the members of the Board of Directors is Plaça del Gas, Nº 1, 08003 Barcelona,
Spain.

Conflicts of Interest

There are no potential conflicts of interest between any duties owed by the members of the Board of
Directors to Gas Natural SDG and their respective private interests and/or duties.
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TAXATION AND DISCLOSURE OF NOTEHOLDER INFORMATION IN
CONNECTION WITH THE NOTES

The  following  is  a  general  description  of  certain  tax  considerations  relating  to  the  Notes.   It  does  not
purport  to  be  a  complete  analysis  of  all  tax  considerations  relating  to  the  Notes  and  the  tax  consequences  as
described here may not apply to a holder of Notes, Coupons, Talons or Receipts.  Prospective purchasers of Notes
should consult their own tax advisers as to the consequences under the tax laws of the country of which they are
resident for tax purposes and the tax laws of The Netherlands and Spain of acquiring, holding and disposing of
Notes and receiving any payments under the Notes.  This summary is based upon the law as in effect on the date
of this Base Prospectus and is subject to any change in law that may take effect after such date.

Taxation in the Netherlands  Issues by Gas Natural Finance B.V.

This taxation summary solely addresses the principal Netherlands tax consequences of the acquisition, the
ownership and disposition of Notes, Coupons, Talons or Receipts issued by Gas Natural Finance B.V. after the
date hereof held by a holder of Notes, Coupons, Talons who is not a resident of the Netherlands. It does not
consider every aspect of taxation that may be relevant to a particular holder of Notes, Coupons, Talons or Receipts
under special circumstances or who is subject to special treatment under applicable law. Where in this summary
English terms and expressions are used to refer to Netherlands concepts, the meaning to be attributed to such
terms and expressions shall be the meaning to be attributed to the equivalent Netherlands concepts under
Netherlands tax law.

This summary is based on the tax laws of the Netherlands as they are in force and in effect on the date of
this Base Prospectus. The laws upon which this summary is based are subject to change, potentially with
retroactive effect. A change to such laws may invalidate the contents of this summary, which will not be updated
to reflect any such change. This summary assumes that each transaction with respect to Notes, Coupons, Talons or
Receipts is at arm s length.

Gas Natural Finance B.V. has been advised that under the existing laws of the  Netherlands:

(a) Withholding Tax

All payments by Gas Natural Finance B.V. under the Notes, Coupons, Talons or Receipts can be made free
of withholding or deduction of any taxes of whatever nature imposed, levied, withheld or assessed by the
Netherlands or any political subdivision or taxing authority thereof or therein, provided that (i) the Notes,
Coupons, Talons or Receipts have a maturity - legally or de facto - of less than 50 years and (ii) the Notes,
Coupons, Talons or Receipts will not represent, be linked (to the performance of) or be convertible (in part or in
whole) into (rights to purchase) (a) shares; (b) profit certificates ( winstbewijzen ); and/or (c) debt instruments
having a maturity - legally or de facto - of more than 50 years, issued by Gas Natural Finance B.V. or any other
entity related to Gas Natural Finance B.V.

(b) Taxes on Income and Capital Gains

A holder of Notes, Coupons, Talons or Receipts will not be subject to any Netherlands taxes on income or
capital gains in respect of Notes, including such tax on any payment under Notes, Coupons, Talons or Receipts or
in respect of any gain realised on the disposal, deemed disposal or exchange of Notes, Coupons, Talons or
Receipts, provided that:

(i) such holder is neither a resident nor deemed to be a resident of the Netherlands, nor, if he is an
individual, has elected to be taxed as a resident of the Netherlands;

(ii) such holder does not have an enterprise or an interest in an enterprise that is, in whole or in part,
carried on through a permanent establishment or a permanent representative in the Netherlands and
to which enterprise or part of an enterprise, as the case may be, Notes, Coupons, Talons or Receipts
are attributable;
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(iii) if such holder is an individual, neither such holder nor any of his spouse, his partner, a person
deemed to be his partner, or other persons sharing such person s house or household, or certain other
of such persons  relatives (including foster children) (A) indirectly has control of the proceeds of
Notes,  Coupons,  Talons  or  Receipts  in  the  Netherlands,  nor  (B)  has  a  substantial  interest  in  Gas
Natural Finance B.V. and/or any other entity that legally or de facto, directly or indirectly, has
control of the proceeds of Notes, Coupons, Talons or Receipts in the Netherlands. For purposes of
this clause (iii), a substantial interest is generally not present if a holder does not hold, alone or
together with his spouse, his partner, a person deemed to be his partner, or other persons sharing
such person s house or household, or certain other of such person s relatives (including foster
children), whether directly or indirectly, (a) the ownership of, certain other rights, such as usufruct,
over, or rights to acquire (whether or not already issued), shares representing five per cent. or more
of the total issued and outstanding capital (or the issued and outstanding capital of any class of
shares) of a company; (b) the ownership of, or certain other rights, such as usufruct, over profit
participating certificates ( winstbewijzen ), or membership rights in a co-operative association, that
relate to five per cent. or more of the annual profit of a company or co-operative association or to
five per cent. or more of the liquidation proceeds of a company or co-operative association; or (c)
membership rights representing five per cent. or more of the voting rights in a co-operative
association s general meeting;

(iv) if such holder is a company, such holder does not have a substantial interest in Gas Natural Finance
B.V. or if such holder does have such a substantial interest, it can be allocated to the holder s
business assets. For purpose of this clause (iv), a substantial interest is generally not present if a
holder does not hold, whether directly or indirectly, (a) the ownership of, certain other rights, such as
usufruct, over, or rights to acquire (whether or not already issued) shares representing five per cent.
or more of the total issued and outstanding capital (or of the issued and outstanding capital of any
class of shares) of a company; or (b) the ownership of, or certain other rights, such as usufruct, over
profit participating certificates ( winstbewijzen ) that relate to five per cent. or more of the annual
profit of a company or to five per cent. or more of the liquidation proceeds of a company; and

(v) if such holder is an individual, such income or capital gain does not form a benefit from
miscellaneous activities  in the Netherlands ( resultaat uit overige werkzaamheden ) which, for
instance, would be the case if the activities in the Netherlands with respect to Notes exceed normal
active asset management  ( normaal, actief vermogensbeheer ) or if income and gains are derived
from the holding, whether directly or indirectly, of (a combination of) shares, debt claims or other
rights (together, a lucratief belang) that the holder thereof has acquired under such circumstances
that such income and gains are intended to be remuneration for work or services performed by such
holder (or a related person) in the Netherlands, whether within or outside an employment relation,
where such lucrative interest provides the holder thereof, economically speaking, with certain
benefits that have a relation to the relevant work or services.

A holder of Notes, Coupons, Talons or Receipts will not be subject to taxation in the Netherlands by reason
only of the execution, delivery and/or enforcement of the documents relating to an issue of Notes, Coupons,
Talons or Receipts or the performance by Gas Natural Finance B.V. of its obligations thereunder or under the
Notes, Coupons, Talons or Receipts.

(c) Gift, Estate or Inheritance Taxes

No gift, estate or inheritance taxes will arise in the Netherlands with respect to an acquisition of the Notes,
Coupons, Talons or Receipts by way of a gift by, or on the death of, a holder who is neither resident, deemed to be
resident nor treated (at the request of the beneficiar(y)(ies) of the gift or estate) as resident in the Netherlands for
Netherlands inheritance and gift tax purposes, unless:

(i) such holder at the time of the gift has or at the time of his death had an enterprise or an interest in an
enterprise that is or was, in whole or in part, carried on through a permanent establishment or a
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permanent representative in the Netherlands and to which enterprise or part of an enterprise, as the
case may be, the Notes, Coupons, Talons or Receipts are or were attributable; or

(ii) in the case of a gift of Notes, Coupons, Talons or Receipts by an individual who at the date of the
gift was neither resident nor deemed to be resident in the Netherlands, such individual dies within
180 days after the date of the gift, while being resident or deemed to be resident in the Netherlands.

For purposes of Netherlands gift and inheritance tax, an individual with the Netherlands nationality will be
deemed to be resident in the Netherlands if he has been resident in the Netherlands at any time during the ten
years preceding the date of the gift or his death.

For purposes of Netherlands gift tax, an individual not holding the Netherlands nationality will be deemed
to be resident in the Netherlands if he has been resident in the Netherlands at any time during the twelve months
preceding the date of the gift.

(d) Value Added Tax

There is no Netherlands value added tax payable in respect of payments in consideration for the issue of the
Notes, Coupons, Talons or Receipts or in respect of the payment of interest or principal under the Notes, Coupons,
Talons or Receipts, or the transfer of the Notes, Coupons, Talons or Receipts.

(e) Other Taxes and Duties

There is no Netherlands registration tax, capital tax, stamp duty or any other similar tax or duty payable in
the Netherlands by a holder of a Note, Coupon, Talon or Receipt in respect of or in connection with the execution,
delivery and/or enforcement by legal proceedings (including any foreign judgment in the courts of the
Netherlands) of the Notes, Coupons, Talons or Receipts or the performance of the obligations of Gas Natural
Finance B.V. under the Notes, Coupons, Talons or Receipts.

(f) Residence

A holder of a Note, Coupon, Talon or Receipt will not be treated as a resident of the Netherlands by reason
only of the holding of a Note, Coupon, Talon or Receipt or the execution, performance, delivery and/or
enforcement of the Notes, Coupons, Talons or Receipts.

(g) 2010 legislation

The Secretary of Finance has proposed new income, gift and inheritance tax legislation. The proposed
legislation is scheduled to enter into force on 1 January 2010. If and when the new legislation enters into force in
its current form, paragraphs (b) (iii) and (c) will be amended as described below. The paragraphs below are
provided for information purposes only.

For purposes of Netherlands income, gift and inheritance tax, Notes, Coupons, Talons or Receipts legally
owned by a third party such as a trustee, foundation or similar entity or arrangement (hereinafter referred to as the
Third Party), may under certain circumstances have to be allocated to the (deemed) settlor, grantor or similar
originator (the Settlor) or, upon the death of the Settlor, his/her beneficiaries (the Beneficiaries) in proportion to
their entitlement to the estate of the Settlor of such trust or similar arrangement (the Separated Private Assets).

As a result:

(i) the following words will be inserted in paragraph (b) (iii) between (including foster children)  and
(A) :

, whether directly and/or as Settlor or Beneficiary of Separated Private Assets
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(ii) and the following paragraph will be added to paragraph (c):

For gift and inheritance tax purposes, (i) a gift by a Third Party will be construed as a gift by the
Settlor, and (ii) upon the death of the Settlor, as a rule the Beneficiaries will be deemed to have
inherited directly from the Settlor. Subsequently, the Beneficiaries will be deemed the settlor,
grantor or similar originator of the Separated Private Assets for purposes of the Netherlands gift and
inheritance tax in case of subsequent gifts or inheritances.

For the purposes of Netherlands gift and inheritance tax, a gift that is made under a condition precedent is
deemed to have been made at the moment such condition precedent is satisfied.

(h) Guarantor s reporting obligations

The  Guarantor  is  subject  to  certain  reporting  requirements  in  relation  to  issues  of  listed  Notes  by  Gas
Natural Finance B.V. See Taxation in Spain  Disclosure of Noteholder Information in Connection with the
Notes  below.

Taxation in Spain  Issues by Gas Natural Capital Markets, S.A.

This information has been prepared in accordance with the following Spanish tax legislation in force at the
date of this Base Prospectus:

(a) of general application, Additional Provision No. 2 of Law 13/1985, of 25 May on investment ratios,
own funds and information obligations of financial intermediaries, as amended by Law 19/2003, of 4
July on legal rules governing foreign financial transactions and capital movements and various
money laundering prevention measures, as well as Royal Decree 1065/2007 of 27 July;

(b) for individuals with tax residency in Spain which are Individual Income Tax (Impuesto sobre la
Renta de las Personas Físicas, IRPF) taxpayers, the Individual Income Tax Law 35/2006 of 28
November and Royal Decree 439/2007, of 30 March promulgating the Individual Income Tax
Regulations, along with Law 29/1987, of 18 December on Inheritance and Gift Tax (Impuesto sobre
Sucesiones y Donaciones);

(c) for legal entities resident for tax purposes in Spain which are Corporation Tax (Impuesto sobre
Sociedades) taxpayers, Royal Legislative Decree 4/2004, of 5 March promulgating the Consolidated
Text of the Corporation Tax Law, Royal Decree 1777/2004, of 30 July promulgating the Corporation
Tax Regulations, and Ministry Order of 22 December 1999; and

(d) for individuals and entities which are not resident for tax purposes in Spain which are non-resident
income tax taxpayers, Royal Legislative Decree 5/2004, of 5 March promulgating the Consolidated
Text of the Non-Resident Income Tax Law, and Royal Decree 1776/2004, of 30 July promulgating
the Non-Resident Income Tax Regulations, along with Law 29/1987, of 18 December on Inheritance
and Gift Tax.

Whatever the nature and residence of the Noteholder, the acquisition and transfer of the Notes will be
exempt from indirect taxes in Spain, i.e. exempt from Capital Transfer Tax and Stamp Duty, in accordance with
the Consolidated Text of such tax promulgated by Royal Legislative Decree 1/1993, of 24 September and exempt
from Value Added Tax, in accordance with Law 37/1992, of 28 December regulating such tax.

1. Individuals with Tax Residency in Spain

1.1 Individual Income Tax (Impuesto sobre la Renta de las Personas Físicas)

Both interest periodically received and income deriving from the transfer, redemption or repayment of the
Notes constitute a return on investment obtained from the transfer of own capital to third parties in accordance
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with the provisions of Section 25.2 of the Individual Income Tax Law, and must be included in the saving portion
(la base del ahorro) of the investor s taxable income.

Both types of income are subject to a withholding on account, currently at the rate of 18 per cent.1

1.2 Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)

Individuals with tax residency in Spain who acquire ownership or other rights over any Notes by
inheritance, gift or legacy will be subject to inheritance and gift tax in accordance with the applicable regional or
State rules.

2. Legal Entities with Tax Residency in Spain

2.1 Corporation Tax (Impuesto sobre Sociedades)

Both interest periodically received and income deriving from the transfer, redemption or repayment of the
Notes constitute a return on investments for tax purposes obtained from the transfer to third parties of own capital
and must be included in the profit and taxable income of legal entities with tax residency in Spain for corporation
tax purposes in accordance with the Corporation tax rules.

In accordance with Section 59.s) of the Corporation Tax Regulations there is no obligation to make a withholding
on income obtained by Spanish Corporation Tax taxpayers (which for the avoidance of doubt, include Spanish tax
resident investment funds and Spanish tax resident pension funds) from financial assets traded on organised
markets in OECD countries. The Directorate General for Taxation (Dirección General de Tributos, DGT), on 27
July 2004, issued a reply to a consultation indicating that in the case of issues made by entities resident in Spain,
such as Gas Natural Capital Markets, S.A., the Notes must have been placed outside of Spain in another OECD
country in order for the exemption to apply.  So long as the Notes are placed outside of Spain, Gas Natural Capital
Markets, S.A. will not make any withholding on interest payments to Spanish Corporation Tax taxpayers that
submit the relevant details in accordance with Disclosure of Noteholder Information in connection with the
Notes  below. However, if the Spanish tax authorities determine that the Notes have been placed in Spain, Gas
Natural Capital Markets, S.A. will be bound by such determination and with immediate effect shall make the
relevant withholding on payments under the Notes and, in accordance with Condition 10 (Taxation), no additional
amounts will be payable.

In order to implement the exemption from withholding, the procedures set out in the Order of 22 December 1999
will be followed. (see Disclosure of Noteholder Information in Connection with the Notes  below).

2.2 Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)

Legal entities with tax residency in Spain which acquire ownership or other rights over the Notes by
inheritance, gift or legacy are not subject to Inheritance and Gift Tax and must include the market value of the
Notes in their taxable income for Spanish Corporation Tax purposes.

3. Individuals and Legal Entities with no Tax Residency in Spain

3.1 Non-Resident Income Tax (Impuesto sobre la Renta de no Residentes)

(a) With permanent establishment in Spain

Ownership of the Notes by investors who are not resident for tax purposes in Spain will not in itself create
the existence of a permanent establishment in Spain.

If the Notes form part of the assets of a permanent establishment in Spain of an individual or legal entity
who is not resident in Spain for tax purposes, the legal rules applicable to income deriving from such Notes are
the same as those previously set out for Spanish Corporation Tax taxpayers.

1    Please note that Individual Income Tax Regulations are in the process of being modified.  According to the current draft Bill, the rate of
withholding will be 19% from 1 January 2010.
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(b) With no permanent establishment in Spain

Both interest payments periodically received and income deriving from the transfer, redemption or
repayment of the Notes, obtained by individuals or legal entities who have no tax residency in Spain, being Non-
Resident Income Tax  taxpayers with no permanent establishment in Spain, are exempt from such Non-Resident
Income Tax on the same terms laid down for income from Public Debt.

In order for such exemption to apply, it is necessary to comply with certain information obligations relating
to the identity of the Noteholders, in the manner detailed under Disclosure of Noteholder Information in
Connection with the Notes  as set out in section 44 of Royal Decree 1065/2007. If these information obligations
are not complied with in the manner indicated, Gas Natural Capital Markets, S.A. will apply a withholding at the
applicable rate and will not, as a result, be under any obligation to pay additional amounts.

3.2 Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)

Individuals who do not have tax residency in Spain who acquire ownership or other rights over the Notes
by inheritance, gift or legacy will not be subject to Inheritance and Gift Tax in Spain if the country in which such
individual resides has entered into a double tax treaty with Spain in relation to Inheritance and Gift Tax. In such
case  the  individual  will  be  subject  to  the  relevant  double  tax  treaty.   In  the  absence  of  such  treaty  between  the
individual s country of residence and Spain, the individual will be subject to Inheritance and Gift tax in
accordance with the applicable regional and state legislation.

Non-resident legal entities which acquire ownership or other rights over the Notes by inheritance, gift or
legacy are not subject to Inheritance and Gift Tax. They will be subject to Non-Resident Income Tax. If the entity
is resident in a country with which Spain has entered into a double tax treaty, the provisions of the treaty will
apply. In general, treaties provide for the taxation of this type of income in the country of residence of the
beneficiary.

Taxation in Spain  Payments under the Guarantee

On the basis that payments of principal and interest made by the Guarantor under the Deed of Guarantee
should be characterised as an indemnity under Spanish law, such payments may be made free of withholding or
deduction on account of any Spanish tax.

However, although there is no precedent or regulation on the matter, if the Spanish tax authorities take the
view that the Guarantor has effectively assumed the obligations of the relevant Issuer under the Notes (whether
contractually or by any other means) the following tax consequences may derive:

(a) in the case of unlisted Notes issued by Gas Natural Finance B.V., the Spanish Tax Authorities may
attempt to impose withholding tax in Spain on any payments made by the Guarantor in respect of the
Notes, unless the recipient is resident for tax purposes in a Member State of the European Union
other than Spain and not acting through a territory considered as a tax haven pursuant to Spanish
Law (currently as set out in Royal Decree 1080/1991, of 5 July) or through a permanent
establishment in Spain or in a country outside the European Union and such recipient provides to the
Guarantor a tax residence certificate duly issued by the tax authorities of the relevant country, each
certificate being valid for a period of one year from the date of issue under Spanish law and therefore
new certificates needing to be issued periodically; and

(b) in the case of listed Notes issued by Gas Natural Finance B.V. and Notes issued by Gas Natural
Capital Markets, S.A., the Spanish Tax Authorities may determine that payments made by the
Guarantor, relating to the Notes, will be subject to the same tax rules set out above for payments
made by Gas Natural Capital Markets, S.A.
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Taxation in Spain  Disclosure of Noteholder Information in Connection with the Notes

Disclosure of Noteholder Information in Connection with Interest Payments

The following is a summary of the procedures for the provision of information as required by Spanish laws
and regulations currently in force and is subject to any publications and/or notifications (as amended from time to
time) detailing such procedures which may be made available by the Clearing Systems.  In addition, it should be
noted that the Spanish tax regime applicable to non-resident Noteholders has changed pursuant to Royal Decree-
Law 2/2008 and Law 4/2008 and the relevant changes are not foreseen in the laws and regulations summarised
below.  Consequently the procedure set out below is subject to further clarification from the Spanish tax
authorities regarding such laws and regulations, particularly in connection with the new tax treatment applicable
to non-resident Noteholders. Noteholders must seek their own advice to ensure that they comply with all such
procedures to ensure the correct tax treatment of their Notes.  None of the Issuers, the Guarantor, the Arranger,
the Dealers, the Paying Agents or the Clearing Systems assume any responsibility therefor. Unlisted Notes issued
by Gas Natural Finance B.V. will not be subject to the reporting requirements established pursuant to the
abovementioned legislation.

1. Legal Entities with tax residency in Spain subject to Spanish Corporation tax and permanent
establishments in Spain of non-resident entities.

In the case of Notes issued by Gas Natural Capital Markets, S.A. and in accordance with procedures
established in the Agency Agreement, the Agent must receive a list of those Noteholders that are Spanish
Corporation Tax taxpayers specifying the name, address, Tax Identification Number, ISIN code of the Notes,
number of Notes held at each interest payment date, gross income and amount withheld, substantially in the form
set out below (see Annex III A below).

2. Individuals with tax residency in Spain

In the case of listed Notes issued by Gas Natural Capital Markets, S.A., and in accordance with procedures
established in the Agency Agreement, the Agent must receive a list of those Noteholders that are Spanish resident
individuals specifying the name, address, Tax Identification Number, ISIN code of the Notes, number of Notes
held at each interest payment date, gross income and amount withheld, substantially in the form set out below (see
Annex III B below).

3. Individuals and Legal Entities with no tax residency in Spain

The information obligations to be complied with in order to apply the exemption in connection with interest
payments payable on Notes issued by Gas Natural Capital Markets, S.A. are those laid down in Section 44 of
Royal Decree 1065/2007 (Section 44), being the following:

In accordance with sub-section 1 of such Section 44, a return must be made to the Spanish tax authorities
specifying the following information with respect to the Notes:

(a) the identity and country of residence of the recipient of the income. When the income is received on
behalf of a third party, the identity and country of residence of that third party;

(b) the amount of income received; and

(c) details of the Notes.

In accordance with sub-section 1 of such Section 44, as interpreted by the Spanish tax authorities in the
Binding Rulings dated 28 September 2007 and 31 January 2008, for the purpose of preparing the return referred to
in sub-section 2 of Section 44, the following documentation must be obtained from the Clearing Systems and the
entities holding accounts with the Clearing Systems (Participants) on each payment of income evidencing the
identity and residency of each Noteholder:
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(a) if the Participant acts on its own account and is a central bank, other public institution or
international organisation, a bank, credit institution or financial entity, including collective
investment institutions, pension funds and insurance entities, resident in an OECD country or in a
country with which Spain has entered into a double tax treaty (a Tax Treaty Country) subject to a
specific administrative registration or supervision scheme, the entity in question must certify its
name and tax residency in the manner laid down in Annex I of the Order of 16 September 1991,
promulgated pursuant to Royal Decree 1285/1991 (see Annex I below), of 2 August establishing the
procedure for the payment of interest on Book Entry State Debt (as defined therein) to non-residents
who invest in Spain without the intervention of a permanent establishment;

(b) if the Participant is resident in an OECD country or a Tax Treaty Country but is not the beneficial
owner of the Notes, the entity in question must, in accordance with the information contained in its
own records, certify the name and tax residency of each Noteholder in the manner laid down in
Annex II of the Order of 16 September 1991 (see Annex II below2);

(c) if the Participant is not resident in an OECD country or a Tax Treaty Country, refunds of Spanish
withholding taxes initially deducted by the relevant Issuer will only be available if the Clearing
Systems issue, in their own name and on their own behalf, a Certificate for Third Party Investments
in the form set out in Annex II.  If no such certificate is issued, the affected Noteholder should seek
local tax advice in order to seek a refund from the Spanish tax authorities; and

(d) in other cases, residency must be evidenced by submission of the tax residence certificate issued by
the tax authorities of the country of residence of the Noteholder.  These certificates will be valid for
one year as from the date of issue.

In addition, the Clearing Systems will issue a document acknowledging the global positions held by their
Participants on behalf of third parties.

In the case of Notes issued by Gas Natural Capital Markets, S.A. and in accordance with sub-section 3 of
Section 44, for the purpose of implementing the exemption provided for, the following procedure must be
followed: on each interest payment date Gas Natural Capital Markets, S.A. must transfer the net amount to the
Participants or to the Clearing Systems resulting from applying the general withholding rate (currently 18 per
cent. 3) to the gross interest.  Provided the procedures put in place, from time to time, by the Clearing Systems are
followed, Noteholders entitled to an exemption from Spanish taxes should obtain a refund of withholding taxes
initially deducted on such interest payment date.  Should the Clearing Systems  procedures not be complied with
by the relevant interest payment date, the relevant Noteholders may seek to obtain a quick refund of the
withholding tax (as described below).

Noteholders who are entitled to an exemption from Spanish taxes but have not obtained a refund on the
interest payment date may seek to obtain a quick refund of the full amount of withholding tax by (i) following the
procedures put in place from time to time by the Clearing Systems, and (ii) ensuring that the documentation
described above is received by the Agent by no later than 10.00 a.m. (CET) on the Business Day before the tenth
calendar day of the month following the relevant interest payment date (the Quick Refund Deadline).  Holders
entitled to a refund but in respect of whom the relevant documentation is not received by the Agent on or before a
Quick Refund Deadline may seek to obtain a full refund of withholding tax directly from the Spanish tax
authorities.

The Guarantor is subject to the same reporting requirements in relation to issues of listed Notes by Gas
Natural Finance B.V.

2  Please note that the references made in Annex II to tax havens have been eliminated to reflect the new Spanish tax regime approved by Royal
Decree-Law 2/2008, of 21 April.

3  See footnote 1 above.
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Disclosure of Noteholder Information in Connection with the Redemption or Repayment of Zero Coupon
Notes

In accordance with subsection 4 of Section 44 of Royal Decree 1065/2007, in the case of Zero Coupon
Notes with a maturity of 12 months or less, the information obligations established in Section 44 (see Disclosure
of Noteholder Information in Connection with Interest Payments  above) will have to be complied with upon the
redemption or repayment of the Zero Coupon Notes.

If the Spanish Tax Authorities consider that such information obligations must also be complied with for
Zero Coupon Notes with a longer term than 12 months, the Issuer will, prior to the redemption or repayment of
such Notes, adopt the necessary measures with the Clearing Systems in order to ensure its compliance with such
information obligations as may be required by the Spanish Tax Authorities from time to time.

Annexes I, II, IIIA and IIIB are set out below.

EU Savings Tax Directive

Under EC Council Directive 2003/48/EC on the taxation of savings income, each Member State is required
to provide to the tax authorities of another Member State details of payments of interest or other similar income
paid by a person within its jurisdiction to, or collected by such a person for, an individual resident in that other
Member State; however, for a transitional period, Austria, Belgium and Luxembourg may instead apply a
withholding  system  in  relation  to  such  payments,  deducting  tax  at  rates  rising  over  time  to  35  per  cent.  The
transitional period is to terminate at the end of the first full fiscal year following agreement by certain non-EU
countries to the exchange of information relating to such payments.

A number of non-EU countries, and certain dependent or associated territories of certain Member States,
have adopted similar measures (either provision of information or transitional withholding) in relation to
payments made by a person within its jurisdiction to, or collected by such a person for, an individual resident in a
Member State.  In addition, the Member States have entered into reciprocal provision of information or
transitional withholding arrangements with certain of those dependent or associated territories in relation to
payments made by a person in a Member State to, or collected by such a person for, an individual resident in one
of those territories.
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Annex I

Whilst the direct translation into English of this certificate is accurate, it is for information only and, in the case
of discrepancy with the Spanish language version, such Spanish version will prevail.

Modelo de certificación en inversiones por cuenta propia

Form of Certificate for Own Account Investments

(Nombre)

(Name)

(Domicilio)

(Address)

(NIF)

(Fiscal ID number)

(en calidad de)
, en nombre y representación de la Entidad abajo señalada a los efectos previstos en el artículo 44.2.a) del
Real Decreto 1065/2007,

(function)

in the name and on behalf of the Entity indicated below, for the purposes of article 44.2.a) of Royal Decree
1065/2007,

CERTIFICO:

I certify:

1. Que el nombre o razón social de la Entidad que represento es:

that the name of the Entity I represent is

2. Que su residencia fiscal es la siguiente:

that its residence for tax purposes is

3. Que la Entidad que represento está inscrita en el Registro de

that the institution I represent is recorded in the Register of
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(país estado, ciudad), con el número

(country, state, city), under number

4. Que la Entidad que represento está sometida a la supervisión de (Órgano supervisor)

that the institution I represent is supervised by (Supervisory body)

en virtud de (normativa que lo regula)

under (governing rules)

Todo ello en relación con:

All the above in relation to:

Identificación de los valores poseídos por cuenta propia

Identification of securities held for own account

Importe de los rendimientos

Amount of income

Lo que certifico en [ ]a [ ] de [ ]de 20[ ]

I certify the above in [place] on the [date] of [month] of 20 [year]
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Annex II

Whilst the direct translation into English of this certificate is accurate, it is for information only and, in the case
of discrepancy with the Spanish language version, such Spanish version will prevail.

Modelo de certificación en inversiones por cuenta ajena

Form of certificate for third party investments

(Nombre)

(Name)

(Domicilio)

(Address)

(NIF)

(Fiscal ID number)

(en calidad de)
, en nombre y representación de la Entidad abajo señalada a los efectos previstos en el artículo 44.2 b) y c)
del Real Decreto 1065/2007,

(function)

in the name and on behalf of the Entity indicated below, for the purposes of article 44.2 b) and c) of Royal Decree
1065/2007,

CERTIFICO:

I certify:

1. Que el nombre o razón social de la Entidad que represento es:

that the name of the Entity I represent is

2. Que su residencia fiscal es la siguiente:

that its residence for tax purposes is

3. Que la Entidad que represento está inscrita en el Registro de:

that the institution I represent is recorded in the Register of

(país estado, ciudad), con el número:
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(country, state, city), under number

4. Que la Entidad que represento está sometida a la supervisión de (Órgano supervisor):

that the institution I represent is supervised by (Supervisory body)

en virtud de (normativa que lo regula):

under (governing rules)

5. Que, de acuerdo con los Registros de la Entidad que represento, la relación de titulares adjunta a la
presente certificación, comprensiva del nombre de cada uno de los titulares no residentes, su país de
residencia y el importe de los correspondientes rendimientos, es exacta, y no incluye personas o
Entidades residentes en España.

That, according to the records of the Entity I represent, the list of beneficial owners hereby attached,
including the names of all the non-resident holders, their country of residence and the amount of the
corresponding income is accurate, and does not include person(s) or institution(s) resident in Spain.

Lo que certifico en [ ]a [ ]de [ ]de 20[ ]

I certify the above in [place]  on the [date] of [month] of 20 [year]
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RELACIÓN ADJUNTA:

TO BE ATTACHED:

Identificación de los valores:

Identification of the securities

Listado de titulares:

List of beneficial owners

Nombre/País de residencia/Importe de los rendimientos:

Name/Country of residence/Amount of income
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Annex III A

Whilst the direct translation into English of this certificate is accurate, it is for information only and, in the case
of discrepancy with the Spanish language version, such Spanish version will prevail.

Modelo de certificación para hacer efectiva la exclusión de retención a los sujetos pasivos del impuesto
sobre sociedades y a los establecimientos permanentes sujetos pasivos del impuesto sobre la renta de no

residentes (a emitir por las entidades citadas en el Art. 44.2.a) del Real Decreto 1065/2007.

Certificate for application of the exemption on withholding to Spanish corporation tax taxpayers and to permanent
establishments of non-resident income tax taxpayers (to be issued by entities mentioned under article 44.2.a) of

Royal Decree 1065/2007.

(Nombre)

(Name)

(Domicilio)

(Address)

(NIF)

(Fiscal ID number)

(en calidad de)

                        , en nombre y representación de la Entidad abajo señalada a los efectos previstos en el
artículo 59.s) del Real Decreto 1777/2004,

(function)

                         in the name and on behalf of the Entity indicated below, for the purposes of article 59.s) of
Royal Decree 1777/2004,

CERTIFICO:

I certify:

 1. Que el nombre o razón social de la Entidad que represento es:

that the name of the Entity I represent is

2. Que su residencia fiscal es la siguiente:
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that its residence for tax purposes is

3. Que la Entidad que represento está inscrita en el Registro de:

that the institution I represent is recorded in the Register of

(país estado, ciudad), con el número:

(country, state, city), under number

4. Que la Entidad que represento está sometida a la supervisión de (Órgano supervisor):

that the institution I represent is supervised by (Supervisory body)

en virtud de (normativa que lo regula):

under (governing rules)

5. Que, a través de la Entidad que represento, los titulares incluidos en la relación adjunta, sujetos
pasivos del Impuesto sobre Sociedades y establecimientos permanentes en España de sujetos pasivos
del Impuesto sobre la Renta de no Residentes, son perceptores de los rendimientos indicados.

That, through the Entity I represent, the list of holders hereby attached, are Spanish Corporations Tax
taxpayers and permanent establishment in Spain of Non-Resident Income Tax taxpayers, and are recipients
of the referred income.

6. Que la Entidad que represento conserva, a disposición del emisor, fotocopia de la tarjeta acreditativa
del número de identificación fiscal de los titulares incluidos en la relación.

That the Entity I represent keeps, at the disposal of the Issuer, a photocopy of the card evidencing the Fiscal
Identification Number of the holders included in the attached list.

Lo que certifico en [ ]a [ ]de [ ]de 20[ ]

I certify the above in [place]  on the [date] of [month] of 20 [year]
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RELACIÓN ADJUNTA:

TO BE ATTACHED:

Identificación de los valores:

Identification of the securities

Razón social/Domicilio/Número de identificación fiscal/ Número de valores/Rendimientos
brutos/Retención a la tasa correspondiente.

Name/Domicile/Fiscal Identification Number/Number of securities/Gross income/Amount withheld at the
applicable rate.
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Annex III B

Whilst the direct translation into English of this certificate is accurate, it is for information only and, in the case
of discrepancy with the Spanish language version, such Spanish version will prevail.

Modelo de certificación de inversiones realizadas por personas físicas residentes en España

Form of Certificate for Investments made by Spanish resident individuals

(Nombre)

(Name)

(Domicilio)

(Address)

(NIF)

(Fiscal ID number)

(en calidad de)

, en nombre y representación de la Entidad abajo señalada a los efectos previstos en el artículo 44 del Real
Decreto 1065/2007,

(function)

, in the name and on behalf of the Entity indicated below, for the purposes of article 44 of Royal Decree
1065/2007,

CERTIFICO:

I certify:

1. Que el nombre o razón social de la Entidad que represento es:

that the name of the Entity I represent is

2. Que su residencia fiscal es la siguiente:

that its residence for tax purposes is
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3. Que la Entidad que represento está inscrita en el Registro de:

that the institution I represent is recorded in the Register of

(país estado, ciudad), con el número:

(country, state, city), under number

4. Que la Entidad que represento está sometida a la supervisión de (Órgano supervisor):

that the institution I represent is supervised by (Supervisory body)

en virtud de (normativa que lo regula):

under (governing rules)

5. Que, a través de la Entidad que represento, los titulares incluidos en la relación adjunta, personas
físicas sujetas al Impuesto sobre la Renta de las Personas Físicas, son perceptores de los rendimientos
indicados.

That, through the Entity I represent, the list of holders hereby attached, are individuals subject to Personal
Income Tax, and are recipients of the referred income.

Lo que certifico en [ ] a [ ] de [ ] de 20[ ]

I certify the above in [place]  on the [date] of [month] of 20 [year]
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RELACIÓN ADJUNTA:

TO BE ATTACHED:

Identificación de los valores:

Identification of the securities

Razón social/Domicilio/Número de identificación fiscal/ Número de valores/Rendimientos brutos/Retención
a la tasa correspondiente.

Name/Domicile/Fiscal Identification Number/Number of securities/Gross income/Amount withheld at the
applicable rate.
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SUBSCRIPTION AND SALE

The Dealers have in an amended and restated programme agreement dated on or about 15 December 2009
(the Programme Agreement) agreed with each Issuer and the Guarantor a basis upon which they or any of them
may from time to time agree to purchase Notes. Any such agreement will extend to those matters stated under
Form of the Notes , Form of Final Terms  and Terms and Conditions of Notes issued by Gas Natural Finance

B.V.  and Terms and Conditions of Notes issued by Gas Natural Capital Markets, S.A.  above. However, each
Issuer has reserved the right to sell Notes directly on its own behalf to dealers that are not Dealers. The Notes may
be resold at prevailing market prices, or at prices related thereto, at the time of such resale, as determined by the
relevant Dealer. The Notes may also be sold by each Issuer through the Dealers, acting as agents of the relevant
Issuer. The Programme Agreement also provides for Notes to be issued in syndicated Tranches that are
underwritten by two or more Dealers.

The relevant Issuer will  pay each Dealer a commission in respect of Notes subscribed by it  as separately
agreed  between  them.  Each  Issuer  has  agreed  to  reimburse  the  Arranger  for  certain  of  its  expenses  incurred  in
connection with the establishment of the Programme. The commissions payable in respect of an issue of Notes on
a syndicated basis will be stated in the applicable Final Terms.

Each of the Issuers and the Guarantor has agreed to indemnify the Dealers against certain liabilities in
connection with the offer and sale of the Notes. The Programme Agreement entitles the Dealers to terminate any
agreement that they make to subscribe Notes in certain circumstances prior to payment for such Notes being made
to the relevant Issuer.

United States

The Notes have not been and will not be registered under the Securities Act and may not be offered or sold
within the United States or to, or for the account or benefit of, U.S. persons except in certain transactions exempt
from the registration requirements of the Securities Act.

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that, except as permitted by the Programme Agreement, it will not offer, sell or
deliver Notes (i) as part of their distribution at any time or (ii) otherwise until 40 days after the completion of the
distribution of all the Notes of the Tranche of which such Notes are a part, within the United States or to, or for
the account or benefit of, U.S. persons and it will have sent to each dealer to which it sells Notes during the
distribution compliance period a confirmation or other notice setting forth the restrictions on offers and sales of
the Notes within the United States or to, or for the account or benefit of, U.S. persons. Terms used in the
preceding paragraphs and in this paragraph have the meanings given to them by Regulation S under the Securities
Act.

In addition, until 40 days after the completion of the distribution of all Notes of the Tranche of which such
Notes are a part, an offer or sale of Notes within the United States by any Dealer (whether or not participating in
the offering) may violate the registration requirements of the Securities Act.

The Notes are subject  to U.S. tax law requirements and may not be offered,  sold or delivered within the
United States or its possessions or to a United States person, except in certain transactions permitted by U.S. tax
regulations. Terms used in this paragraph have the meanings given to them by the U.S. Internal Revenue Code
and regulations thereunder.

Each issue of Index-linked Notes and Dual Currency Notes shall be subject to such additional U.S. selling
restrictions as the relevant Issuer and the relevant Dealer or Dealers shall agree as a term of the issue and purchase
of such Notes, which additional selling restrictions shall be set out in the applicable Final Terms. Each relevant
Dealer has agreed, and each further Dealer appointed under the Programme will be required to agree, that it will
offer, sell or deliver such Notes only in compliance with such additional U.S. selling restrictions.
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European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus
Directive (each, a Relevant Member State), each Dealer has represented, warranted and agreed, and each further
Dealer appointed under the Programme will be required to represent, warrant and agree, that with effect from and
including the date on which the Prospectus Directive is implemented in that Relevant Member State (the Relevant
Implementation Date) it has not made and will not make an offer of Notes which are the subject of the offering
contemplated by this Base Prospectus as completed by the final terms in relation thereto to the public in that
Relevant Member State except that it may, with effect from and including the Relevant Implementation Date,
make an offer of such Notes to the public in that Relevant Member State:

(a) if the final terms in relation to the Notes specify that an offer of those Notes may be made other than
pursuant to Article 3(2) of the Prospectus Directive in that  Relevant Member State (a Non-exempt
Offer), following the date of publication of a prospectus in relation to such Notes which has been
approved by the competent authority in that Relevant Member State or, where appropriate, approved
in another Relevant Member State and notified to the competent authority in that Relevant Member
State, provided that any such prospectus has subsequently been completed by the final terms
contemplating such Non-exempt Offer, in accordance with the Prospectus Directive, in the period
beginning and ending on the dates specified in such prospectus or final terms, as applicable;

(b) at any time to legal entities which are authorised or regulated to operate in the financial markets or,
if not so authorised or regulated, whose corporate purpose is solely to invest in securities;

(c) at any time to any legal entity which has two or more of (1) an average of at least 250 employees
during the last financial year; (2) a total balance sheet of more than 43,000,000 and (3) an annual
net turnover of more than 50,000,000, as shown in its last annual or consolidated accounts;

(d) at any time to fewer than 100 natural or legal persons (other than qualified investors  as defined in
the Prospectus Directive) subject to obtaining the prior consent of the relevant Dealer or Dealers
nominated by the relevant Issuer for any such offer; or

(e) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of Notes referred to in subsections (b) to (e) above shall require either Issuer or any
Dealer to publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus
pursuant to Article 16 of the Prospectus Directive.

For the purposes of this provision, the expression an offer of Notes to the public in relation to any Notes in
any Relevant Member State means the communication in any form and by any means of sufficient information on
the terms of the offer and the Notes to be offered so as to enable an investor to decide to purchase or subscribe the
Notes, as the same may be varied in that Member State by any measure implementing the Prospectus Directive in
that Member State and the expression Prospectus Directive means Directive 2003/71/EC and includes any
relevant implementing measure in each Relevant Member State.

United Kingdom

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that:

(a) in relation to any Notes which have a maturity of less than one year, (i) it is a person whose ordinary
activities involve it in acquiring, holding, managing or disposing of investments (as principal or
agent) for the purposes of its business and (ii) it has not offered or sold and will not offer or sell any
Notes other than to persons whose ordinary activities involve them in acquiring, holding, managing
or disposing of investments (as principal or as agent) for the purposes of their businesses or who it is
reasonable to expect will acquire, hold, manage or dispose of investments (as principal or agent) for
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the purposes of their businesses where the issue of the Notes would otherwise constitute a
contravention of Section 19 of the Financial Services and Markets Act 2000, as amended (the
FSMA) by the relevant Issuer;

(b) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the FSMA) received by it in connection with the issue or sale of any Notes in
circumstances in which section 21(1) of the FSMA does not apply to the relevant Issuer or the
Guarantor; and

(c) it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to any Notes in, from or otherwise involving the United Kingdom.

Spain

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree that, the Notes may not be offered or sold in Spain by means of a public offer as
defined and construed in Chapter I of Title III of the Spanish Securities Market Law of 28 July 1988 (Ley
24/1988, de 28 de julio, del Mercado de Valores) and Royal Decree 1310/2005 of 4 November 2005 (Real
Decreto 1310/2005, de 4 de noviembre), each, as amended and restated.  The Base Prospectus has not been
registered with the CNMV and is not therefore intended to be used for any public offer of Notes in Spain.

The Netherlands

Zero Coupon Notes (as defined below) in definitive form of any Issuer may only be transferred and
accepted, directly or indirectly, within, from or into The Netherlands through the mediation of either such Issuer
or a member firm of Euronext Amsterdam N.V. in full compliance with the Dutch Savings Certificates Act (Wet
inzake spaarbewijzen) of 21 May 1985 (as amended) and its implementing regulations. No such mediation is
required: (a) in respect of the transfer and acceptance of rights representing an interest in a Zero Coupon Note in
global form, or (b) in respect of the initial issue of Zero Coupon Notes in definitive form to the first holders
thereof, or (c) in respect of the transfer and acceptance of Zero Coupon Notes in definitive form between
individuals not acting in the conduct of a business or profession, or (d) in respect of the transfer and acceptance of
such Zero Coupon Notes within, from or into The Netherlands if all Zero Coupon Notes (either in definitive form
or as rights representing an interest in a Zero Coupon Note in global form) of any particular Series are issued
outside The Netherlands and are not distributed into The Netherlands in the course of initial distribution or
immediately thereafter. As used herein Zero Coupon Notes are Notes that are in bearer form and that constitute a
claim for a fixed sum against the relevant Issuer and on which interest does not become due during their tenure or
on which no interest is due whatsoever.

Japan

The Notes have not been and will not be registered under the Financial Instruments and Exchange Law of
Japan (Law No. 25 of 1948, as amended) (the Financial Instruments and Exchange Law) and each Dealer has
agreed and each new Dealer appointed under the Programme will be required to agree that it has not, directly or
indirectly, offered or sold and will not, directly or indirectly offer or sell any Notes in Japan or to, or for the
benefit of, any resident of Japan, or to others for re-offering or resale, directly or indirectly, in Japan or to, or for
the benefit of, any resident of Japan except pursuant to an exemption from the registration requirements of, and
otherwise in compliance with, the Financial Instruments and Exchange Laws and all applicable laws, regulations
and guidelines promulgated by the relevant governmental and regulatory authorities in effect at the relevant time.
For the purposes of this paragraph, resident of Japan shall mean any person resident in Japan including any
corporation or other entity organised under the laws of Japan.

General

Each Dealer has agreed and each new Dealer appointed under the Programme will be required to agree that
it will (to the best of its knowledge and belief) comply with all applicable securities laws and regulations in force
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in any jurisdiction in which it purchases, offers, sells or delivers Notes or possesses or distributes this Base
Prospectus and will obtain any consent, approval or permission required by it for the purchase, offer, sale or
delivery by it of Notes under the laws and regulations in force in any jurisdiction to which it is subject or in which
it makes such purchases, offers, sales or deliveries and neither the Issuers nor any other Dealer shall have any
responsibility therefor.

Neither  the  Issuers  nor  any  of  the  Dealers  represents  that  Notes  may  at  any  time  lawfully  be  sold  in
compliance with any applicable registration or other requirements in any jurisdiction, or pursuant to any
exemption available thereunder, or assumes any responsibility for facilitating such sale.

With regard to each Tranche, the relevant Dealer will be required to comply with such other additional
restrictions as the relevant Issuer and the relevant Dealer shall agree and as shall be set out in the applicable Final
Terms.
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GENERAL INFORMATION

1. The update of the Programme was authorised by a written resolution of the Board of Managing Directors of
Gas Natural Finance B.V. passed on 4 November 2009, by resolutions of a General Meeting of the
Shareholders and the Board of Directors of Gas Natural Capital Markets, S.A., both passed on 27
November 2009, and by resolutions of the Executive Committee of the Guarantor passed on 30 October
2009.

2. The admission of the Programme to the Official List is expected to take effect on or around 15 December
2009. It is expected that each Tranche of Notes which is to be listed on the Official List and admitted to
trading on the Regulated Market of the London Stock Exchange will be so admitted to listing and trading
upon submission to the FSA and the Regulated Market of the London Stock Exchange of the relevant Final
Terms and any other information required by the FSA and the London Stock Exchange, subject in each
case  to  the  issue  of  a  Temporary  Global  Note  initially  representing  the  Notes  of  such  Tranche.  Prior  to
official listing on the Official List and to trading on the Regulated Market of the London Stock Exchange,
dealings will be permitted by the Regulated Market of the London Stock Exchange in accordance with the
rules of the FSA. Transactions will normally be effected for delivery on the third working day in London
after the day of the transaction. However, Notes may be issued by Gas Natural Finance B.V. pursuant to the
Programme which will not be admitted to listing, trading and/or quotation by the FSA and/or London Stock
Exchange or any other listing authority, stock exchange and/or quotation system or which will be admitted
to listing, trading and/or quotation by such listing authority, stock exchange and/or quotation system as the
relevant Issuer and relevant Dealer(s) may agree (subject, in the case of Gas Natural Capital Markets, S.A.,
to the publication of a supplemental prospectus in relation to such Notes).

3. So long as Notes are capable of being issued under the Programme and/or remain outstanding, copies of the
following documents (and English translations where appropriate) will, when published, be available
during normal business hours from the offices of the Issuers and the Guarantor referred to at the end of this
Base Prospectus and from the specified office of the Agent in London:

(i) the articles of association of each Issuer and the constitutional documents of the Guarantor;

(ii) the documents referred to in Documents Incorporated by Reference ;

(iii) the Programme Agreement, the Agency Agreement, the Guarantee and the Deed of Covenant;

(iv) a copy of this Base Prospectus;

(v) any supplements to this Base Prospectus and any Final Terms (save that Final Terms relating to an
unlisted Note will only be available for inspection by a holder of such Note and such holder must
produce evidence satisfactory to the Paying Agent as to the identity of such holder); and

(vi) in the case of each issue of listed Notes subscribed pursuant to a subscription agreement, the
subscription agreement (or equivalent document).

4. The Notes have been accepted for clearance through Euroclear and Clearstream, Luxembourg. The
appropriate Common Code and ISIN for each Tranche allocated by Euroclear and Clearstream,
Luxembourg will be specified in the relevant Final Terms. The address of Euroclear is 1 Boulevard du Roi
Albert II, B-1210 Brussels, Belgium and the address of Clearstream, Luxembourg is 42 Avenue JF
Kennedy L-1855 Luxembourg. The address of any alternative clearing system will be specified in the
applicable Final Terms.
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5. Save as disclosed under Litigation and Arbitration  on pages 121 to 123 above, none of the Issuers nor the
Guarantor nor any of its subsidiaries is or has been involved in any governmental, legal or arbitration
proceedings (including any such proceedings which are pending or threatened of which any of the relevant
Issuer or the Guarantor is aware) during the 12 months before the date of this Base Prospectus which may
have, or have had in the recent past, significant effects on the financial position or profitability of any of the
Issuers or of the Guarantor or of the Group.

6.
 (a) There has been no material adverse change in the prospects of Gas Natural Finance B.V. since 31

December 2008 nor has there been any significant change in the financial or trading position of Gas
Natural Finance B.V. since 31 December 2008 (being the date of the latest available financial
statements of Gas Natural Finance B.V.).

 (b) There has been no material adverse change in the prospects of Gas Natural Capital Markets, S.A.
since 31 December 2008 nor has there been any significant change in the financial or trading
position of Gas Natural Capital Markets, S.A. since 31 December 2008 (being the date of the latest
available financial statements of Gas Natural Capital Markets, S.A.).

 (c) There has been no material adverse change in the prospects of the Guarantor since 31 December
2008 nor has there been any significant change in the financial or trading position of the Group
since 30 September 2009 (being the date of the latest available financial statements of the Group).

7.
 (a) The consolidated annual accounts of the Guarantor for the years ended 31 December 2008 and 2007,

which were prepared in accordance with International Financial Reporting Standards as adopted by
the European Union (IFRS-EU), have been audited by PricewaterhouseCoopers Auditores, S.L.,
(Members of the Registro Oficial de Auditores de Cuentas) independent auditors of the Guarantor,
and unqualified opinions have been reported thereon.

(b) The unaudited consolidated interim financial information of the Guarantor in relation to the nine-
month periods ended 30 September 2008 and 2007 have been prepared in accordance with IFRS-EU.

(c) The non-consolidated financial statements of Gas Natural Finance B.V., which were prepared in
accordance with generally accepted accounting principles in The Netherlands, have been audited for
the financial years ended 31 December 2008 and 2007 by PricewaterhouseCoopers Accountants
N.V. (registered at the Chamber of Commerce and Industries of Amsterdam), independent auditors
of Gas Natural Finance B.V., and unqualified opinions have been reported thereon.  The auditor
signing the opinions is a member of the Dutch Institute of Certified Accountants, NIVRA.

 (d) The non-consolidated annual accounts of Gas Natural Capital Markets, S.A., which were prepared in
accordance with generally accepted accounting principles in Spain, have been audited for the
financial years ended 31 December 2007 and 2006 by PricewaterhouseCoopers Auditores, S.L.,
(Members of the Registro Oficial de Auditores de Cuentas), independent auditors of Gas Natural
Capital Markets, S.A., and an unqualified opinion has been reported thereon.

8. Freshfields Bruckhaus Deringer LLP has acted as legal adviser to the Guarantor as to English law, Spanish
law and Dutch law. Linklaters, S.L. has acted as legal adviser to the Dealers as to English law and Spanish
law and Linklaters LLP has acted as legal adviser to the Dealers as to Dutch law, in each case in relation to
the update of the Programme.
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