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Euro Medium Term Note Programme

Under this €14,000,000,000 Euro Medium Term NotmgRrmme (thé>rogramme, Gas Natural Capital
Markets, S.A. and Gas Natural Fenosa Finance RatH arissuer, and together thissuer§ may from time to
time issue notes in bearer form (fketeg guaranteed by Gas Natural SDG S.A. @@wrantor or Gas Natural
SDG and, together with its consolidated subsidiari@ss Natural Fenosaor the Group. The maximum
aggregate nominal amount of all Notes from timetimee outstanding under the Programme will not eslcee
€14,000,000,000 (or its equivalent in other curiesj)c The Issuers and the Guarantor may decidectedse the
amount of the Programme.

Application has been made to the Commission de eéfllance du Secteur Financie€$%SH in its
capacity as the competent authority uniderelative aux prospectus pour valeurs mobiliedes 10 juillet 2005
(the Luxembourg law on prospectuses for securdfesO July 2005), as amended by the Luxembourgda®
July 2012 (theLuxembourg Ac} for the purpose of Article 5.4 of Directive 2003/EC of the European
Parliament and of the Council of 4 November 2008,amended (thérospectus Directive and relevant
implementing measures in Luxembourg for approvathi$ base prospectus (tBase Prospectysas a base
prospectus issued in compliance with the Prospdeingstive and the Luxembourg Act for the purpo$giwving
information with regard to the issue of the Notesler the Programme described in this Base Prospeciting
the period of twelve months after the date heradiich according to the particular nature of eacduds, the
Guarantor and the Notes, is necessary to enabkstiong to make an informed assessment of the amséts
liabilities, financial position, profit and lossasd prospects of each Issuer and the GuarantorCBIs- assumes
no responsibility as to the economic and finans@lndness of the transaction and the quality aresaly of the
Issuer in line with the provisions of article 7@f)the Luxembourg Act. This Base Prospectus carteta base
prospectus for the purposes of Article 5.4 of thespectus Directive. For the purposes of the Tramsry
Directive 2004/109/EC, Gas Natural Fenosa Finan& Bas selected Luxembourg as its ‘home membée’sta
and Gas Natural Capital Markets, S.A. has seletheited Kingdom as its ‘home member state’. The ‘Bom
member state’ of the Guarantor for such purpos&gasn.

Application has also been made to the LuxembouogkSExchange for the Notes issued within twelve
months from the date hereof to be listed on thieiefflist of the Luxembourg Stock Exchange an@hé¢cadmitted



to trading on the Luxembourg Stock Exchange’s tagal market (which is a regulated market for theppses of
the Markets in Financial Instruments Directive 2®4EC). Application may also be made to list sildtes on
such other or further competent authorities, s@athanges and/or quotation systems as may be agitethe

Issuers and the Guarantor. Unlisted Notes maylsdsesued by Gas Natural Fenosa Finance B.V. butynGas
Natural Capital Markets, S.A. According to the Lmimourg Act, the CSSF is not competent for (i) apjprg

prospectuses for the listing of money market imatrats having a maturity at issue of less than tevetenths and
complying with the definition of securities or (the issue of unlisted notes.

An investment in Notes issued under the Programmaevolves certain risks. For a discussion of
these risks seeRisk Factors on pages 6 to 20 below.

Notes issued under the Programme may be ratedratedn Where a Tranche of Notes is rated, such
rating will be specified in the relevant Final TernSuch rating will not necessarily be the saméasrating
assigned to Notes already issued. Whether or matirzg in relation to any Tranche of Notes will treated as
having been issued by a credit rating agency ésteddl in the European Union and registered undgul@gon
(EC) No 1060/2009 (as amended) on credit ratingeige (theCRA Regulation will be disclosed in the relevant
Final Terms. A list of rating agencies registerecider the CRA Regulation can be found at
http://www.esma.europa.eu/page/List-registered-@tfied-CRAS. A rating is not a recommendationbtay,
sell or hold Notes and may be subject to suspensf@nge or withdrawal by the assigning rating agen
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Each of the Issuers and the Guarantor accepts m&fydiy for the information contained in this Bas
Prospectus and any applicable Final Terms (as etéfirelow). Having taken all reasonable care tarenthat
such is the case, the information contained inBlaise Prospectus is, to the best of the knowletigaah of the
Issuers and the Guarantor, in accordance withabts fand contains no omission likely to affect itheort of
such information.

This Base Prospectus is to be read in conjunctitmall documents that are deemed to be incorpdrate
herein by reference in it (seBbcuments Incorporated by Referehor pages 21 to 25 below).

References herein @onditionsare to the Terms and Conditions of Notes issue@G&y Natural Fenosa
Finance B.V. or to the Terms and Conditions of Nassued by Gas Natural Capital Markets, S.A.hascase
may be.

To the fullest extent permitted by law, none of Bealers or the Arranger accepts any responsilfdity
the contents of this Base Prospectus or for angratfatement, made or purported to be made by titemder or a
Dealer or on its behalf in connection with the s the Guarantor, or the issue and offering eMNbtes. The
Arranger and each Dealer accordingly disclaimsaalll any liability whether arising in tort or cordtaor
otherwise (save as referred to above), which ithinigherwise have in respect of this Base Prospemtany such
statement.

No person is or has been authorised to give amyrirdtion or to make any representation not conthine
in or not consistent with this Base Prospectus my ather information provided in connection witheth
Programme or any Notes and, if given or made, $ofthmation or representation must not be reliedrups
having been authorised by the Issuers, the Guaranamy of the Dealers.

Neither this Base Prospectus nor any other infdomagupplied in connection with the Programme or
any Notes (i) is intended to provide the basismf eredit or other evaluation or (ii) should be sidered as a
recommendation or as constituting an invitatioroffer by the Issuers, the Guarantor or any of tlkealBrs that
any recipient of this Base Prospectus or any atfiermation supplied in connection with the Prograenor any
Notes should purchase any Notes. Each investoteomtating purchasing Notes should make its own
independent investigation of the affairs, and isy@ppraisal of the creditworthiness, of the Issusend/or the
Guarantor. Neither this Base Prospectus nor amr égbformation supplied in connection with the gteomme or
any Notes constitutes an offer by or on behalfhef Issuers and/or the Guarantor or any of the Peéabeany
person to subscribe for or to purchase any Notes.

The delivery of this Base Prospectus does not wttiame imply that the information contained herein
concerning the Issuers and/or the Guarantor isecbat any time subsequent to the date hereofavrathy other
information supplied in connection with the Prograenis correct as of any time subsequent to theiddieated
in the document containing the same. The Dealgnessly do not undertake to review the financtaidition or
affairs of the Issuers and/or the Guarantor dutireglife of the Programme. Investors should reyieter alia,
the most recent financial statements of the Issardsthe Guarantor when deciding whether or ngturchase
any of the Notes.

The distribution of this Base Prospectus and tlfier @i sale of Notes may be restricted by law iriaie
jurisdictions. Persons into whose possession thiseBProspectus or any Notes come must inform thessse
about, and observe, any such restrictions. Theetss the Guarantor, the Arranger and the Dealeraa
represent that this Base Prospectus may be lawdiislyibuted, or that any Notes may be lawfullyeoéd, in
compliance with any applicable registration or othequirements in any such jurisdiction, or purdunan
exemption available thereunder, or assume any negglity for facilitating any such distribution affering. In
particular, no action has been taken by the IsstleesGuarantor, the Arranger or the Dealers tratldvpermit a
public offering of any Notes or distribution of shdocument in any jurisdiction where action forttharpose is
required. Accordingly, no Notes may be offered @dsdirectly or indirectly, and neither this BaBeospectus
nor any advertisement or other offering materiay tna distributed or published in any jurisdictiexcept under
circumstances that will result in compliance witty@applicable laws and regulations. In particullae, Notes and
the obligations of the Guarantor under the Dee@wdrantee have not been and will not be registenelér the
United States Securities Act 1933, as amendedSgterities Ac), or with any securities regulatory authority of
any state or other jurisdiction of the United Siadad include Notes in bearer form that are sulbjelot S. tax law



requirements. The Notes may not be offered, sottklivered within the United States or to, or tioe account or
benefit of, U.S. persons (as defined in RegulaBaimder the Securities AdRégulation §) unless the Notes are
registered under the Securities Act, or an exemgftiom such registration requirements is availaibleere are
restrictions on the distribution of this Base Peatps and the offer or sale of Notes in the Unibates, the
European Economic Area (including the United KingcloThe Netherlands and Spain) and Japan, see
“Subscription and Salen pages 164 to 169.

IN CONNECTION WITH THE ISSUE OF ANY TRANCHE OF NOTE S, THE DEALER OR
DEALERS (IF ANY) NAMED AS THE STABILISING MANAGER(S ) (OR PERSONS ACTING ON
BEHALF OF ANY STABILISING MANAGER(S)) IN THE APPLIC ABLE FINAL TERMS MAY OVER-
ALLOT NOTES OR EFFECT TRANSACTIONS WITH A VIEW TO S UPPORTING THE MARKET
PRICE OF THE NOTES AT A LEVEL HIGHER THAN THAT WHIC H MIGHT OTHERWISE
PREVAIL. HOWEVER, STABILISATION MAY NOT NECESSARILY OCCUR. ANY STABILISATION
ACTION MAY BEGIN ON OR AFTER THE DATE ON WHICH ADEQ UATE PUBLIC DISCLOSURE
OF THE TERMS OF THE OFFER OF THE RELEVANT TRANCHE O F NOTES IS MADE AND, IF
BEGUN, MAY CEASE AT ANY TIME, BUT IT MUST END NO LA TER THAN THE EARLIER OF 30
DAYS AFTER THE ISSUE DATE OF THE RELEVANT TRANCHE O F NOTES AND 60 DAYS AFTER
THE DATE OF THE ALLOTMENT OF THE RELEVANT TRANCHE O F NOTES. SUCH
STABILISING SHALL BE IN COMPLIANCE WITH ALL APPLICA  BLE LAWS, REGULATIONS AND
RULES.

In this Base Prospectus, unless otherwise spedifigte context otherwise requires, referenceb 8.
dollars andU.S.$ are to the currency of the United States of Anagnieferences t&en are to the currency of
Japan, references tBrazilian Realand BRL are to the currency of Brazil, referencesGbilean pescand CLP
are to the currency of Chile, references@olombian pesaare to the currency of Colombia and references to
Sterling are to the currency of the United Kingdom. Refeesrtoeuro and to€ are to the currency introduced at
the start of the third stage of European econonmd enonetary union pursuant to the Treaty estabiighthe
European Community, as amended. Conversions imtoaftamounts expressed in currencies other thao &u
this Base Prospectus are provided for conveniemtg @and, unless indicated otherwise, representsimate of
such euro amounts based on publicly available csive rates as at 30 June 2016. No representasomade
that these amounts could have been, or could e/ected into euro at that rate or any other rate.

ALTERNATIVE PERFORMANCE MEASURES

The financial data incorporated by reference is tBase Prospectus, in addition to the conventional
financial performance measures established by IEB&ains certain alternative performance meaq#B#/s)
that are presented for the purposes of a bettegrstathding of Gas Natural Fenosa’s financial penéorce, cash
flows and financial position, as these are usedslag Natural Fenosa when making operational oresfi@at
decisions for the Group. The relevant metrics deatified as APMs and accompanied by an explanati@ach
such metric’'s components and calculation methaal;'Isey Performance Indicatcr®n page 170.

Such measures should not be considered as a stdtit those required by IFRS.
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RISK FACTORS

Prospective investors should carefully considertlad information set forth in this Base Prospecths,
applicable Final Terms and any documents incorpedaty reference into this Base Prospectus, asasgetheir
own personal circumstances, before deciding toshireany Notes. Prospective investors should lpavecular
regard to, among other matters, the considerati®etsout in this section of this Base Prospectuse following
is not intended as, and should not be construedmagxhaustive list of relevant risks. There meyother risks
that a prospective investor should consider that levant to its own particular circumstances engrally.

Each of the Issuers and the Guarantor believes ¢laah of the following factors may affect its abitio
fulfil its obligations under Notes issued under Bregramme. All of these factors are contingengibigh may
or may not occur and none of the Issuers or ther@utar is in a position to express a view on thelihood of
any such contingency occurring. In addition, fastahich are material for the purpose of assessirggmarket
risks associated with Notes issued under the Progra are also described below.

Each of the Issuers and the Guarantor believes tivatfactors described below represent the prirlcipa
risks inherent in investing in Notes issued undber Programme as at the date of this Base Prospebtusthe
inability of the relevant Issuer or the Guarantor ptay interest, principal or other amounts on orcionnection
with any Notes may occur for other reasons whicly mat be considered significant risks by the refgvasuer
and the Guarantor based on information currenthaitable to them or which they may not currentlydide to
anticipate. Prospective investors should also rehd detailed information set out elsewhere in tB&se
Prospectus, including the descriptions of the Issa@d the Guarantor, as well as the documentsrpmated by
reference, and reach their own views prior to mgkamy investment decisions. Additional risk fagt@garding
the Guarantor are incorporated by reference in fAése Prospectus.

Before making an investment decision with respeany Notes, prospective investors should coniseit t
own stockbroker, bank manager, lawyer, accountanttber financial, legal and tax advisers and caitbf
review the risks entailed by an investment in tbeebland consider such an investment decisioreitight of the
prospective investor’s personal circumstances.

Risks Relating to the Issuers

The risk factors relating to the Issuers are thraesas those relating to the Guarantor, as set fiorthis
section below.

Risks Relating to the Guarantor’s Business
The Uncertain Macroeconomic Climate

The global economy and the global financial systemme experienced a period of significant turbulence
and uncertainty following the very severe dislamatof the financial markets that began in Augusd72@nd
considerably worsened in the following years. Tdi&ocation has severely restricted general legElguidity
and the availability of credit and the terms onafthcredit is available. It has also increaseditiencial burden
on Gas Natural Fenosa’s domestic and institutieoatomers, downgrading their credit quality, redgciheir
spending capacity and negatively affecting consuteenand.

This market dislocation has also been accompanjecbhtinuing periods of recessionary conditions and
trends in many economies throughout the world uidiclg Spain.

On 10 October 2012, Standard & Poor’s cut Spaiok&eign credit rating by two full notches. Foliogy
such downgrade, Standard & Poor’s placed the cumaings assigned to the Guarantor and to ced#ier
Spanish corporates on Credit Watch Negative anchdoaded certain corporates’ credit rating citingt tmeeting
such corporates’ refinancing needs could proveeasingly challenging or onerous to achieve duepairSs
tough economic and financial conditions.

On 23 May 2014, Standard & Poor’s raised Spainesggn credit rating by one notch, to BBB (Outlook
Stable), citing the moderate growth in GDP anddtadual recovery in employment. In addition, on @dber
2015, Standard & Poor’s raised Spain’s sovereigditrating by one notch, to BBB+ (Outlook Stableferring
to the government labour market reforms that impdothe country’s economic prospects and on 30 Biyate



2016, Standard & Poor’s confirmed such rating. Minadess, severe challenges remain, such as lavgeeign
debt leverage and extremely low inflation, whiah,tirn, could have a material adverse effect orbtsness,
prospects, financial condition and results of offena of Gas Natural Fenosa given the Group’s lessins
regarded by credit rating agencies as having éh"hégposure to Spain’s risk profile.

Despite the achievement of a third rescue packargéreece announced on 13 July 2015, there continue
be concerns surrounding Greece’s creditworthinadsita ability to implement the economic reformsndaded
by its creditors, which could have a material aggeimpact on the financial markets and, conseque@Gts
Natural Fenosa’s ability to obtain financing on eoemcially acceptable terms or at all. In additipojitical
uncertainty in Spain is also increasing due tcaygearance of new parties supporting similar pesitd Greece’s
Syriza.

On 23 June 2016, a majority of voters in the Unikdgdom elected to withdraw from the European
Union in a national referendum. The referendum acsgsory, and the terms of any withdrawal are stitje a
negotiation period that could last at least tworgester the government of the United Kingdom fdiynanitiates
a withdrawal process. Nevertheless, the referendas created significant uncertainty about the &utur
relationship between the United Kingdom and theoRean Union, including with respect to the laws and
regulations that will apply as the United Kingdoetetmines which European Union-derived laws toaegplor
replicate in the event of a withdrawal. The refelem has also given rise to calls for the governmentother
European Union member states to consider withdraWase developments, or the perception that ariliesh
could occur, have had and may continue to havetariabadverse effect on global economic conditiand the
stability of global financial markets.

Despite the recent improvement in the Europeam@iah markets and the recovery of Spain’s economy,
further instability cannot be ruled out in the camimonths or in 2017, particularly in light of tBpanish general
election result and the forming of a minority gaveent.

Deterioration in the Spanish and other economiesutfhout the world negatively affects business and
consumer confidence, unemployment trends, the sfdte housing market, the commercial real estattor, the
state of the equity, bond and foreign exchange etarlcounterparty risk, inflation, the availabileyd cost of
credit, transaction volumes in key markets andlidnedity of the global financial markets, all ofhich could
have a material adverse effect on the businesspects, financial condition and results of operaiof Gas
Natural Fenosa.

Gas Natural Fenosa is not able to predict how tdea@mic cycle is likely to develop in the shortnteor
the coming years or whether there will be a retara recessive phase of the global economic cy&tey further
deterioration of the current economic situationtlie markets in which Gas Natural Fenosa operatefd co
decrease revenues, increase bad debt exposureasacthe financing costs of the Group and miglecafhe
reasonable value of financial assets and liakslitédl of which could give rise to an impairmenttioé goodwill,
intangible or tangible fixed assets of Gas Natkeiosa, which may in turn have a material advedfseteon the
business, prospects, financial condition and resiflbperations of Gas Natural Fenosa.

Business Strategy

Given the risks to which Gas Natural Fenosa is sggoand the uncertainties inherent in its business
activities, Gas Natural Fenosa can provide no asser that it will be able to implement its businessitegy
successfully. Were Gas Natural Fenosa to faildidewe its strategic objectives, or if those objes, once
attained, did not generate the benefits initialifji@pated, its business, prospects, financial tmrand results
of operations may be adversely affected, perhagsifsantly. Gas Natural Fenosa’s ability to acldeis
strategic objectives is subject to a variety dfgjsncluding, but not limited to, the followingesgific risks:

. an inability to increase the number of connectiomfs in Europe and Latin America, preventing
Gas Natural Fenosa from expanding its distributietworks in these countries in line with its
strategic plan;

. a stagnation in the number of customers due tcla d& success in the marketing campaigns
targeted at gas and electricity consumers;



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

. the inclusion of “take-or-pay” clauses in supplyntracts, potentially imposing an obligation on
Gas Natural Fenosa to pay for a larger volume sftlgan it requires;

. the possibility of a new recession in the SpanishEaropean economy, or the actual or
threatened default by any major economy on its iedge debt, which would negatively affect
the performance of the Group’s businesses;

. an inability to successfully manage the requiresiaitregulatory frameworks if stricter-than-
expected regulatory measures were to be imposealdtion to the international distribution of
European gas and electricity generation; and

. an inability to consolidate Gas Natural Fenosa'dtirservice business strategy or to increase the
current rate of multi-product contracts per custome

Regulatory Risk

Gas Natural Fenosa and its subsidiaries are obtmedmply with legal rules and regulations appdyto
the natural gas and electricity sectors. In pdedicugas and electricity distribution are regulabteginesses in
most of the countries in which Gas Natural Fen@saes out these activities.

The laws and regulations governing the natural ayas electricity sectors in the countries where Gas
Natural Fenosa operates are typically subject toogie review by the regulatory authorities. Foliogy such
reviews, or as a result of the approval of new l&gns, the regulatory frameworks prevailing irogh
jurisdictions, along with the interpretation of thpplicable rules, may be modified, and such medifbns may
be significant in certain instances. The introduttof such modifications may impact the existingueeration
scheme for regulated activities, as well as opsgattapital and raw material costs and efficienmentives,
amongst other fundamental factors, all of whichldchave a material adverse effect on Gas Naturabsas
subsidies, business, prospects, financial condétmahresults of operations.

In particular, the Spanish government has undentakeambitious overhaul of the regulatory framework
applicable to the entire Spanish electricity sectre main driver of the reform was the determoratio reduce
and, eliminate the so-called “tariff deficit”, wihids the difference between the regulated coststanthcome of
the electricity system. As of the date of this Peutus, the total outstanding electricity tariffidié amounts to
approximately €25 billion, all of which has beerdtised. As a result of the Spanish electricgform, 2013
was the last year with a tariff deficit, with aifuisurplus of income over costs of the electrictystem of
€550 million having been recorded in 2014 and €8Bon in 2015. The measures adopted by the gawent to
tackle the tariff deficit include Royal Decree-Lé82013, of 12 July, which established a new rematin
scheme for renewable, waste and cogenerationibdistm and transportation activities, which wik beferenced
to a “reasonable rate of return”. It was followeg the publication at the end of 2013 of Law 24/2046826
December, on the Electricity Sector (tHeléctricity Act”), confirming the same principles for the remuriiena
of regulated activities established in Royal Dedraes 9/2013. The Electricity Act also includes alslity rule:
every new cost should be accompanied by a new safrcevenues, and any deficit exceeding certaitdi
should be automatically compensated by a tariffréase. Royal Decrees establishing the remuneration
methodology for transmission and distribution walso approved and published by the end of 2013. The
Ministerial Orders including the reference unittsofor capital and operational expenditure werereygd in
December 2015 and the new methodology was firslieapp Ministerial Order IET/980/2016 establishitige
remuneration of distribution activities for 2016daviinisterial Order IET/981/2016 establishing tleenuneration
of transmission activities for 2016 that were psitdid in June 2016.

Royal Decree 413/2014 and Ministerial Order IETARD14 establishing the detailed parameters of the
new remuneration scheme for renewable, cogeneratidrwaste were approved in June 2014. The parensgte
established for the first regulatory period thatieim December 2019. However, a revision of certdithese
parameters is foreseen at the end of the firstdialis first regulatory period, which is reachmd 31 December
2016. Principally, the revision would be in ordercbnsider the real price of the market duringfitee half of the



first regulatory period and to guarantee a readenedturn within the lifetime of the installationBetailed
regulation on capacity payments and the possilifitymothballing of general facilities are still ing.

With regard to the natural gas sector, the Spagisiernment approved in July 2014 the main linethef
gas regulatory reform also aimed at cutting theuamdated gas tariff deficit. According to the lgsbvisional
settlement (14/2015) approved by the CNMCoifision Nacional de los Mercados y la Competendiae
provisional annual gas tariff deficit corresponditagthe year 2015 amounted to €23 million due ® ithild
weather at the end of 2015. The reform was include®oyal Decree-Law 8/2014, of 21 May, subquently
converted into Law 18/2014, of 17 October, modifyias from its entry into force in July 2014, teenuneration
scheme for regulated activities: transmission, siigation, storage and distribution. Similar toattoccurred in
the electricity sector, Law 18/2014 also includestability rule and a principle of economic sustitity, so that
any deficit exceeding certain limits should be audtically eliminated through increases in the azc¢esffs. It
also includes the recovery of part of the outcoffnén@ arbitration proceedings of the Algerian cantrof natural
gas supply through the Maghreb pipeline. This meéhatsthe gas access tariffs are recovering, oyeariad of
five years, which commenced in 2015, an amountlé6B€790,000 as well as the payments of marketasteates
to be established by the Ministry of Energy, Tradd Tourism, which will be reimbursed to Gas Ndt&enosa
as the owner of the Algerian contract. Ministei@iders establishing the remuneration for transmissind
distribution activities for the second half of 20dAd 2015 were approved by the end of 2014, apphyia new
methodology established in this legislation.

Law 18/2014 also established, pursuant to the BnEfficiency Directive, a national system for engrg
efficiency obligations which assigns to each olibgasubject (suppliers of gas and electricity, whale
petroleum operators and wholesale GLP operatorspbdigation of annual savings with two alternativies
compliance: contribution to a National Energy Hé#fitcy Fund Fondo Nacional de Eficiencia Energetjca
(FNEE) managed by the Institute of Diversification andeEyy Saving lgstituto para la Diversificacion y
Ahorro de la Energip(IDEA) and alternatively an accreditation system of gneavings through the issuance of
Certificates of Energy Savin@€AES). However, as the regulatory development of th&eSAs still pending, the
only possibility to fulfill the obligations of savgs for 2014, 2015 and 2016 is through contributitothe FNEE.

In May 2015, Law 8/2015 was published amending Hhalrocarbons Sector Law, primarily to
contemplate the creation of an organised gas mdgest hub), the introduction of other measuresrtmpte
competition in the Hydrocarbons sector, and theptdo of tax measures with regards to the exploratind
production of hydrocarbons.

Although Gas Natural Fenosa considers that itnisall material respects, in compliance with theida
governing its activities, it is subject to a comxpiet of laws across various jurisdictions. If twenpetent public
or private sector bodies were to interpret or applgh laws in a manner contrary to Gas Natural $s&g0
interpretation of them, such compliance could bestjoned or challenged and, if any non-complianesewo be
alleged or proven, it could have a material adveffect on Gas Natural Fenosa’s subsidies, busipesspects,
financial condition and results of operations.

Furthermore, given the regulated nature of somth@fgas and electricity sectors in which Gas Netur
Fenosa operates, some of its activities are sulbigeaibtaining the relevant concessions, licencesotber
administrative authorisations, which generally taki®ng time to obtain. Operating without obtainimecessary
permits can be penalised with sanctions.

The return on, and performance of, Gas Naturalog&s investments in regulated jurisdictions are
therefore conditional on obtaining and maintainihg relevant administrative concessions authoasatin the
medium and long term, which, in many cases, isidetsf Gas Natural Fenosa’s control. Any new paaitj
social or economic conditions in these jurisdictsiaould affect the stability of Gas Natural Fensszontracts,
concessions, licences or other administrative aigidions, as well as have unforeseeable consegsidac Gas
Natural Fenosa’'s business plan and materially aéWeraffect the remuneration of Gas Natural Fersosa’
regulated activities (and return on investmenguah jurisdictions.

In addition, it should be noted that many of GaduNd Fenosa’s concessions are subject to the
fulfilment of certain commitments which, if not mean lead to sanctions, reductions in remuneraterocation



of the concessions and enforcement of any guamaotegurety bonds provided, which could materiatlyersely
impact the return on Gas Natural Fenosa’s invesisremd, as a result, its business, prospects,digacondition
and results of operations.

Level of Competitiveness in Supply Activities ex@as and Electricity Market

Gas Natural Fenosa operates in a highly compet#ihxéronment with respect to its positioning in ties
and electricity markets in the different countriiesvhich it carries on its business. In particuthe liberalisation
processes that have taken place in energy markétsil Spain and in other key markets have hadgathe
impact on energy prices and on the market sharetafl supply, especially in the gas business. Satsiral
Fenosa may continue to lose market share due tertrg of new suppliers into the market (suchSagiété
Nationale pour la Recherche, la Production, le Tport, la Transformation, et la Commercialisatiorsd
Hydrocarbures s.p.a(Sonatrach) or other participants in Medgaz, S.Ald€dgaz or to existing suppliers. A
further decline in market share could have a Sicgnift adverse effect on Gas Natural Fenosa’s bssine
prospects, financial condition and results of ofiena.

In the electricity industry, liberalisation has ledincreased competition as a result of consabdaind the
entry of new market participants in the Europeanobrelectricity markets, including the Spanish #ieity
market. The liberalisation of the electricity isthy in the European Union has also led to lowecteicity prices
in some market segments as a result of the entnewfcompetitors and cross-border energy suppdiedsthe
establishment of European electricity exchangesctwin turn has led to increased liquidity in tHeaogricity
markets. This liberalisation of the electricity niket means that many areas of Gas Natural Fenbsgisess
must develop in a more competitive environment.G#s Natural Fenosa were unable to adapt to or geana
adequately this competitive market, its businessspects, financial condition and results of operst could be
materially adversely affected.

Increased Competition Following Execution of Divesits

On 11 February 2009, the Spanish National CompatitCommission (Comisibn Nacional de
Competenciaor CNC) authorised Gas Natural SDG’s acquisition of Urii@mosa, S.A.Unién Fenosg subject
to certain undertakings presented by Gas Natur& &bd accepted by the CNC. The conditions publisiyetthe
CNC considered a divestment of 1,600 MW of insthlbapacity of combined cycle technology and a tofal
900,000 gas distribution connection points, thatewaccomplished during 2010 and 2011. InitiallysGé&tural
Fenosa agreed to sell approximately 600,000 digiob connection points in Madrid, and in 2011, G&sural
Fenosa complied with the condition to sell an addél 300,000 distribution connection points, witie
customers corresponding to such connection pddrsl2 July 2010, Gas Natural Fenosa agreed td@elMW
of the combined cycle gas turbir@@GT) at Plana del Vent to Analp Gestion, S.A.U. angdidlEnergia Espafia,
S.A.U., with a two-year usage right and an optmadquire a further 400 MW (which has been recesttgnded
until 2017). On 28 July 2011, Gas Natural Fenosapteted the divestment of 800 MW of CCGT capacity a
Arrubal.

The rationale behind, and the express purposehef,conditions imposed by the CNC was to create
effective competition in the Spanish gas and dl@gtrmarkets in relation to Gas Natural Fenosaarkat share.
Accordingly, and following the recent fulfiiment ¢fiese conditions, Gas Natural Fenosa could faoeased
competition in these markets, and may not be satdds retaining all of those customers that d diot transfer
as part of the required divestments. Any loss afket share in the gas and electricity marketspairs Gas
Natural Fenosa’s primary markets, could have a madtadverse effect on its business, prospectantial
condition and results of operations.

Operating Risks

Gas Natural Fenosa’s operations are subject taaineibherent risks, including pipeline ruptures,
breakdowns affecting its electricity generationetssand liquefied natural gadNG) tankers, explosions,
pollution, release of toxic substances, fires, eslveveather conditions, failure by gas and fuepbers or other
third parties to fulfil contractual obligations, kedage, accidental damage to its gas distributietwark or
electricity generation assets and other hazardf@od majeure events, any of which could resulpénsonal
injury and/or damage to, or the destruction of, G&dural Fenosa's facilities and other propertiesan
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interruption in gas supply and/or electricity geatem. Additionally, Gas Natural Fenosa may be ecibjo civil
liability claims for personal injury and/or otheamages caused in the ordinary pursuit of its amsyi such as
failures in its distribution network, gas explosspmpollution or toxic spills or incidents with igenerating plants.
Such claims could result in the payment of compgmsainder the laws of certain countries where Nagtural
Fenosa operates, which could, to the extent the@saivil liability insurance policies do not cavihe damages,
have a material adverse effect on Gas Natural B&nhdmisiness, prospects, financial condition arsdilte of
operations. Furthermore, if operations at compoesstations on the Europe-Maghreb pipeline wereébeo
interrupted, suppliers may notify Gas Natural Fenos a reduction in supply levels or seek to erddmce
majeureprovisions with a view to terminating the corresgimg supply agreements. Gas Natural Fenosa is not
generally able to predict the occurrence of thes@rilar events and they may cause unanticipatestruptions
in its gas supply and electricity generation atitgi While Gas Natural Fenosa seeks to obtauramee cover
for risks such as damage to property and loss dfitpits financial condition and results of opéoats may be
adversely affected to the extent any losses anesured, exceed the applicable limitations undeingsirance
policies or are subject to the payment of an extessrds the insured amount or to the extent tleenprms
payable in respect of such policies are increasedrasult of insurance claims.

Gas Natural Fenosa enters into long-term gas sugpijracts and, consequently, its gas supply igesub
to the risk of non-fulfilment by its contractual wderparties. In the event that sufficient gaads supplied to
Gas Natural Fenosa due to the failure of a couatgrgo deliver contracted amounts of gas or foy ather
reason, Gas Natural Fenosa could be required to aésrnative sources of gas in order to ensurdimesd
supply. This may require purchases on the ‘spofirket (a non-organised market aimed at short-term
commercialisation in gas, primarily LNG), to acquithe gas required. Such ‘spot’ purchases may baly
available on more expensive terms than under themusupply contracts to which Gas Natural Feriegarty,
and this cost may not be recoverable under suclhamis. Gas Natural Fenosa cannot provide anyassel that,
in such circumstances, it would be able to acaiieegas needed to guarantee supply on reasonainig, ter at
all, and any failure to do so could have a negagffect on its business, prospects, financial doomiand results
of operations.

Risks Relating to Litigation and Arbitration

The sectors in which Gas Natural Fenosa operatesihaecent years grown more litigious, as a tesul
the volatility of fuel and natural gas prices améager competition in the liberalised market, ansbngther
factors. Gas Natural Fenosa and its subsidiariescarmrently involved in a number of judicial, arbifon and
regulatory proceedings. Given the nature of GasifdatFenosa’s business and the sectors in whiopdtates,
the amounts involved in such proceedings can befignt.

An adverse outcome in one or more of those proogedincluding out-of-court settlements) could have
material adverse effect on Gas Natural Fenosainéss, prospects, financial condition and resultgperations.

See ‘Description of Gas Natural SDG, S.A.—Litigation akbitration” on pages 148 to 149 below.
Gas Natural Fenosa is Exposed to Price Variation€iude Oil, Natural Gas and Electricity

A significant portion of Gas Natural Fenosa’s ofiegaexpenses relate to the purchase of naturahgds
LNG for commercialisation in the regulated and defeted markets in which it operates and for fogllits
CCGT plants for electricity generation. Althoudte tprices that Gas Natural Fenosa charges its ugsnters
generally reflect the market price of natural gadhighly volatile market conditions the adjustnwiitmakes to
its sale prices may not fully reflect the changeshie cost of natural gas supplies. In additiomtweasing the
costs in Gas Natural Fenosa’s natural gas busihégiser gas prices can also inflate its electrigigneration
costs, as natural gas is used to fuel its CCGTiqlan

The prices for such commaodities have historicdligtiiated and Gas Natural Fenosa cannot be céhntatin
prices will remain within projected levels. Desite fact that the annual average price of a bafrBrent crude
oil was stable in preceding years, at U.S.$111.20ih1, U.S.$111.6 in 2012 and U.S.$108.7 in 20ti8ep are
now highly volatile, falling to an average of U.8%1 in 2014 to U.S.$52.5 in 2015 and to U.S.$41 3016 up
to the end of the third quarter (sour@? Trading Conditions Update—Crude oil and natugals markets
archive. Crude oil and natural gas prices are also infteel by geopolitical factors, including but notilied to,
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demand in China, India and Japan due to nucleddsWa, oversupply of crude oil, the strong U.S.latoand
general market volatility. Additionally, new proemment contracts from the US (Sabine Pass and Caipusti)
are exposed to the Henry Hub index, which is algbiy volatile, with the annual average price okanillion
British Thermal Units (BTU) in USD for the last &® years, at U.S.$ 3.65 in 2013, U.S.$ 4.42 id201d U.S.$
2.66 in 2015 (sourc& YMEX New York Mercantile Exchange

The price of electricity in Spain is also highlylatile due to the market share of renewable tedyies
and their dependence on climate conditions. Theageeprice per kWh of electricity fell from €47.262012 to
€44.19 in 2013 and to €41.97 in 2014 and risingrega€50.02 in 2015 and falling significantly t84£02 for the
first three quarters of 2016 (sour€é@MIE), mainly due to the good performance and incréaskspatching of
renewable energy (hydro and wind).

Gas Natural Fenosa’s business activities includeleglale natural gas sales to electricity produeeis
others. With respect to such transactions, itslte®f operations are likely to depend largely mpoevailing
market prices in regional markets and other cortipetmarkets. These market prices may fluctuabestsuntially
over relatively short periods of time. As a res@gs Natural Fenosa’s natural gas wholesale busisexposed
to risks of fluctuating commodity prices and moveitsan the price of electricity.

There can be no assurance that Gas Natura Fentisbevable to pass on increases in generation and
operating costs to its gas and electricity custenfer the case of commodity price increases) aneigotiate a
decrease in wholesale prices with its suppliershi@ncase of commodity price decreases), or otBerafifset such
variations through hedging arrangements and otflentanagement techniques.

Additionally, long-term gas purchase contracts dgply provide for regular price revision mechanittse
parties have the right to request a review of the gurchase price in certain circumstances, atlteievent the
parties were unable to reach agreement, such ctspeovide for an independent system of settingh qarice
formula. Gas Natural Fenosa is periodically subiestuch procedures.

Any such variations in commodity prices could havenaterial adverse effect on Gas Natural Fenosa’s
business, prospects, financial condition and resiflbperations.

Gas Volume Risks

Most purchases of natural gas and LNG are madeiguoir$o long-term contracts with clauses (commonly
known as “take-or-pay” clauses) that require GagifdéFenosa to purchase a certain amount of dajasaand
LNG during specified contract periods. Pursuarthse contracts, even if Gas Natural Fenosa exjléss than
the minimum contracted amount, it is still conteedly bound to pay for the minimum contracted antptirereby
paying for an amount of gas or LNG that is gre#itan its operational needs. When Gas Natural leeanters
into “take-or-pay” contracts, it negotiates the imuom contracted amount based on forecasts of tisipated
future needs. Such forecasts are based on preskpgsience and the information then available &g Gatural
Fenosa, but actual volume requirements may prowe tlower than those projected at the time theraot are
entered into. Any significant variation in the doast levels of demand could result in Gas Nateeabsa being
required to pay for quantities of natural gas #meteed its actual needs, regardless of whethdedtseto take
delivery of the excess quantities of gas, whichladoin turn, have a material adverse effect on Gagural
Fenosa’s operational costs and, as a result, siséss, prospects, financial condition and resfiltgoerations.

Environmental Protection Regulations

Gas Natural Fenosa is subject to extensive envieoitsh protection regulations that require, amorigpiot
things, the preparation of environmental impactligs, the maintenance of relevant authorisatiecsntes and
permits and the fulfilment of certain other reqoients. Amongst others, Gas Natural Fenosa is dutgjehe
risk that:

* its environmental protection studies may not beaygd by the regulatory authorities;

e required environmental authorisations and licemsag not be granted or may be revoked due to a
breach of the conditions imposed by such authavissit
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* public opinion may not be in favour of projects posed by Gas Natural Fenosa, which may lead
to the projects suffering delays or being cancebexd/or

» applicable regulations or their interpretation legulatory authorities may undergo modification
or change, which could result in increased costsra required to ensure compliance.

In recent years, environmental protection laws Hs@me more onerous in many countries in which Gas
Natural Fenosa operates. Although Gas Natural $genonsiders that it has carried out all necessetigns to
comply with applicable laws, any modification to,unforeseen application of, such laws may reggigaificant
investments for continued compliance, may increse operational cost of CCGT plants and may have an
adverse effect on Gas Natural Fenosa’s industratomers that purchase gas for their businessés, the
possible consequence of declining consumption efagal electricity.

Should any of these risks materialise, they coaldeha material adverse effect on Gas Natural F&nosa
business, prospects, financial condition and resiflbperations.

In addition, since 2002, certain European direstilave been implemented into Spanish law that have
affected Gas Natural Fenosa’s activities (in paldic its electricity generation activities) by Itmg emissions of
atmospheric pollutants from large-scale power glamSpain.

Regarding the EU-ETS (Emission Trading Scheme0ih3 and beyond, there will be no emission rights
allocations at no cost for the majority of Europgenwer plants. In order to comply with the EU-ET® the
period post Kyoto or Phase Ill (2013-2020), GasuNdtFenosa manages its portfolio in an integratedner by
acquiring the emission allowances (EUAS) necestaiough its active participation in the secondagarket.

Currency and Interest Rate Risks

Fluctuations in interest rates modify the fair vahf the Group’s assets and liabilities that acerdixed
interest rate and the cash flows from assets abdifies pegged to a floating interest rate, accbadingly, affect
the Group’s equity and profitability, respectivel$gas Natural Fenosa'’s floating-rate debt is primaubject to
fluctuations in the Europe Interbank Offered R&EIRIBOR), the London Interbank Offered Rate (LIBCdRid
the indexed rates in Argentina, Brazil, Colombiil€ Mexico and South Africa.

Gas Natural Fenosa is also exposed to risks a$sdcigith variations in currency exchange rates.
Variations in exchange rates can affect, amongrdifiags, the value of Gas Natural Fenosa’'s easniugd
borrowings denominated in currencies other thaneth® and its operations that generate non-eurencey as
well as the exchange value of commodity purchasasminated in currencies other than the euro.

Although Gas Natural Fenosa takes a proactive apprto the management of the above risks in ooder t
minimise their impact on its revenues, in some saise policies it implements may not be effectivenitigating
the adverse effects caused by interest rate amdnmyr fluctuations and could have an adverse impacbas
Natural Fenosa’s business, prospects, financialition and results of operations.

Construction and Development of New Infrastructure

The construction and development of natural gaglgwnd distribution infrastructure and the exptiana,
production and sale of LNG, as well as electrigigneration and distribution projects, can be timesaming and
highly complex. Any increase in the costs of, cdlatien of and/or delay in the completion of, Gaatital
Fenosa’s projects under development and projeotsoped for development could have a material adweffect
on its business, prospects, financial condition r@sdlts of operations. In particular, if Gas Natdrenosa were
unable to complete projects under development, dy mot be able to recover the costs incurred asd it
profitability, and, as a result, its business, peugs, financial condition and results of operatjocould be
materially adversely affected.

Impact of Weather Conditions

The demand for electricity and natural gas is ¢josglated to climate. Generally, natural gas dednzs
higher during the cold weather months of Octobeoubh March in Europe and Mexico (or April through
September in Argentina and Chile and, to a lesstemg Brazil) and lower during the warm weathemiths of
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April through September in Europe and Mexico (otdDer through March in Argentina and Chile anda tesser
extent, Brazil). A significant portion of demanat fnatural gas in the winter months relates topttoeluction of
electricity and heat and, in the summer monthshéoproduction of electricity for air-conditionirgystems. The
revenues and results of operations of Gas Natenab$a’s natural gas operations could be negatafédgted by
periods of unseasonable warm weather during thenauaind winter months. Likewise, electricity dehanay
decrease during mild summers as a result of reddeathnd for air-conditioning, having a negative actpon
revenues generated from Gas Natural Fenosa’s ielsctgeneration and distribution businesses ardd it
commercialisation of natural gas.

The Group’s operations involve hydroelectric getierain Spain and Central America and, accordingly,
the Group is dependent upon hydrological conditipressailing from time to time in the geographicimet in
which its hydroelectric generation facilities apedted. If hydrological conditions result in drbisy or other
conditions that negatively affect Gas Natural Far®$ydroelectric generation business, Gas Natrabsa’s
business, prospects, financial condition and resiflbperations could be materially adversely aéfec

Development of Gas Natural Fenosa’s Electricityivities

The success of Gas Natural Fenosa's electricityosqmojects could be adversely affected by factors
beyond the control of Gas Natural Fenosa, includiug not limited to, the following:

» increases in the cost of generation, includingaases in fuel costs;

* reduced competitiveness with other technologies tduan increase in the cost of electricity
generation from natural gas;

» the possibility of a reduction in the projectederaf growth in electricity usage as a result of
factors such as economic or weather conditions;

» the implementation of energy conservation schemes;
» risks incidental to the operation and maintenariadextricity generation facilities;
» the increasing price volatility that has resultexii deregulation and changes in the market;

e surplus electricity generation capacity in the netskserved by the electricity plants Gas Natural
Fenosa owns or in which it has an interest;

» the imposition of new requirements by the regulatauthorities resulting from the ongoing
deregulation of the electricity sector in the jdittions in which Gas Natural Fenosa operates; and

» alternative sources and supplies of energy becorawvajlable due to new technologies and
increasing interest in renewable energy and cogépar

Should any of these risks materialise, they coaldeha material adverse effect on Gas Natural F&nosa
business, prospects, financial condition and resiflbperations.

Geographical Exposure

Gas Natural Fenosa has interests in countries wvethed political, economic and social environments,
focused on two main geographical areas:

(a) Latin America

A significant portion of Gas Natural Fenosa’'s ofie income is generated by its Latin American
subsidiaries. Operations and investments in LAtirerica are exposed to various risks that are efieio the
region, including, but not limited to, risks refagito the following:

» significant governmental influence over local ecoies;
e substantial fluctuations in economic growth;
* high levels of inflation;

e devaluation, depreciation or over-valuation of lanarencies;
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e exchange controls or restrictions on expatriatibeasnings;
» volatile domestic interest rates;

» changes in governmental, fiscal, economic or tdicies;

e unexpected changes in governmental regulation;

e expropriation of assets or businesses;

e social unrest; and

e general political and macro-economic instability.

Most or all of these factors have arisen at varioues in the last two decades in the most impoitatin
American markets, such as Argentina, Brazil, Coliangnd Mexico. See als®escription of Gas Natural SDG
S.A.—Recent Developméntsr a description of the temporary intervention the Colombian government in
Electricidad del Caribe E.S.P., S.A., a subsida@rthe Guarantor.

(b) Middle East and the Maghreb

Gas Natural Fenosa has both proprietary assetsignificant gas supply contracts in various cowstiin
the Middle East, mainly in Egypt, and the Maghreblitical instability in the area can result in ploal damage
to assets of companies in which Gas Natural Fepagipates as well as in obstructing the openatiof these
or other companies causing interruption in gas lsupp

Gas Natural Fenosa is not able to predict the oenoe of any of these risks or other risks relatethe
Group’s operations and interests in Latin Americéghe Middle East and the Maghreb, or the magnitfdéeir
impact, and any such risks could have a negativeadtnon Gas Natural Fenosa’s subsidiaries, business
prospects, financial condition and results of ofiena.

Risks related to acquisitions, investments andodiajs

As part of the Group’s strategy, the Group may gagm acquisitions, investments and disposals of
interests. There can be no assurance that the Gvidumlentify suitable acquisition opportunitiesptain the
financing necessary to complete and support sughigiions or investments, acquire businesses tisfaetory
terms, or that any acquired business will proviedrofitable. In addition, acquisitions and invesits involve a
number of risks associated with unanticipated evyemicluding difficulties in relation to the opemtal
integration of such new businesses in the Groupriakd arising from provisions in contracts tha &iggered by
a change of control of an acquired company. Anypafial of interest may also adversely affect theu@
financial condition if such disposal results inoad to the Group. Se®égscription of Gas Natural SDG, S.A.—
Recent Developmefit®r an overview of the Group’s most recent acijioss, investments and disposals.

Any of the above factors could have an adverse é@mpa Gas Natural Fenosa’'s business, prospects,
financial condition and results of operations.

Credit Risk

Gas Natural Fenosa is exposed to credit risk imsafaits counterparts, such as customers, suppliers
financial institutions and partners may default their contractual payment obligations by failing rmake
payments on time or at all. The energy retail bessn despite having procedures for the selectiarlienfts, is
exposed to defaults in its commercial portfoliose do both the deterioration of existing portfoliaad the
decreased quality of new customers as a resultroérat economic and financial conditions. In busgias which
aside from the supply of energy the clients arereffi consumer financing for the acquisition of Bangi
products, the unpaid invoices are greater and fedess incentive to repay than where only theogupayment
is due. Business activity which requires a pristeBtment in assets is especially sensitive to ttafialt because,
in the event of default, these assets might notbeverable nor reusable. On the other hand, castota which
supply is obligatory by law and cannot be interedpin the event of default may hinder risk managenaad
increase losses.
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There is an international consensus that in omleletermine credit quality, the ratings providedraing
agencies are to be taken into account. This leadket risk that following a deterioration in theding of the
Guarantor, especially below BBB- (or equivalent), purchase transactions would increase its guaeant
requirements which would entail an increase inrfai@ costs which could even lead to transactiatriaions if
not enough bank guarantees were provided to afitegparties.

Restrictions on the Repatriation of Profits Obtalri®y Overseas Subsidiaries

Any payment of dividends, distributions, loans aivances to Gas Natural Fenosa by its foreign
subsidiaries could be subject to restrictions antaxation of, dividends or repatriation of earringnder
applicable local law, monetary transfer restricsi@md foreign currency exchange regulations irjutiedictions
in which such subsidiaries operate. Furthermarmesof Gas Natural Fenosa'’s Latin American subsatichave
entered into loan agreements that contain ceréstrictions on the payment of dividends and otleribdutions
by such subsidiaries, limiting Gas Natural Fenos#itity to freely repatriate the earnings of thesenpanies. If
Gas Natural Fenosa were unable to repatriate ttrénga of its subsidiaries, its ability to pay dignds and/or
manage cash within the Group, for example to reyjegarnings in other jurisdictions where they cdmtdused
more profitably, could be adversely impacted.

Risks Relating to Spanish Withholding Tax

Gas Natural Capital Markets, S.A. considers thatsyant to the provisions of Royal Decree 1145/2@11
is not obliged to withhold taxes in Spain on aneiiest paid under the Notes to any Noteholderspeetive of
whether such Noteholder is a tax resident in SpHi® foregoing is subject to certain informatiomqadures
having been fulfilled. These requirements/proceslaire described inTaxation and Disclosure of Information in
Connection with the Notésn page 152 below.

According to Royal Decree 1145/2011, which amendgaRDecree 1065/2007, any interest paid under
securities that (i) can be regarded as listed debtrities issued under Law 10/2014, and (ii) aigally
registered at a foreign clearing and settlemerityethiat is recognised under Spanish regulationsnoler those of
another OECD member state, will be made free ohiSpawithholding tax provided that the relevant ipay
agent fulfils the information procedures describetiTaxation and Disclosure of Information in Connentigith
the Notes—Taxation in Spain—Disclosure of Inforamaiin Connection with the Notesn page 161 below. Gas
Natural Capital Markets, S.A. considers that theéelaneet the requirements referred to in (i) aicafiove and
that, consequently, payments made by Gas NatumaitaCdlarkets, S.A. to Noteholders should be pa@k fof
Spanish withholding tax notwithstanding the infotima obligations of Gas Natural Capital Marketsi.Sunder
general provisions of Spanish tax legislation biyué of which identification of Spanish tax resitd@mestors
may be provided to the Spanish tax authorities.

However, in the event that the current applicabtE@dures were modified, amended or supplemented by
amongst others, a Spanish law, regulation, inteapom or ruling of the Spanish Tax Authorities, SGdatural
Capital Markets, S.A. will inform the Noteholderg suich information procedures and of their implicas, as
Gas Natural Capital Markets, S.A. may be requiceapply withholding tax on interest payments urttierNotes
if the Noteholders would not comply with such infation procedures.

Risks Relating to the Procedures for the Collectionf Noteholders’ Details

It is expected that Gas Natural Capital Market8,,She Guarantor, the Agent, the common deposiiary
the Notes and Euroclear and Clearstream, Luxemb@bedClearing Systemiswill follow certain procedures to
comply with the information procedures describedsgction Taxation and Disclosure of Information in
Connection with the Notésn page 152 below. An overview of these procedus set out in a schedule to the
Agency Agreement and should be read together Wittxation and Disclosure of Information in Connentigith
the Note& Such procedures may be revised from time t@timaccordance with applicable Spanish laws and
regulations, further clarification from the Spanisix authorities regarding such laws and regulati@md the
operational procedures of the Clearing Systems.ileAthe Notes are represented by one or more gldbtgs,
Noteholders must rely on such procedures in oezdeive payments under the Notes free of anyheitling, if
applicable. Noteholders must seek their own adwi@nsure that they comply with all applicablegadures and
to ensure the correct tax treatment of their Nofdene of Gas Natural Capital Markets, S.A., thaf@ator, the
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Arranger, the Dealers, the Paying Agents or thei@ig Systems assumes any responsibility in redatothis
requirement.

Risks Relating to Spanish Insolvency Law

Law 22/2003 Iey Concursgl dated 9 July 2003 (the Insolvency Law), which eamto force on 1
September 2004, supersedes all pre-existing Spaprisvisions regulating the bankruptcy and insolyenc
(including suspension of payments) proceeding$,diicg the ranking of creditors in an insolvencegrsario.

The Insolvency Law provides, among other thingat:tfi) any claim may become subordinated if i
evidenced in the debtor’s records or if it is repaorted to the receiveradministradores concursalpwithin one
month from the day following the publication of tbeurt order declaring the insolvency in the Spasficial
Gazette Boletin Oficial del Estadgo (ii) provisions in a contract granting one patityg right to terminate as a
result of the counterparty’s declaration of insolee would, on its own, not be enforceable, (iiijeirest (other
than any interest accruing under secured liakslite the extent and up to the amount covered bysdeerity
interest) shall cease to accrue as from the dateeafeclaration of insolvency and any amount t#rgst accrued
up to such date (other than any interest accrumdgisecured liabilities to the extent and up ® émount
covered by the security interest) shall become slibated.

Certain provisions of the Insolvency Law could effthe ranking of claims relating to (i) the Notssued
by Gas Natural Capital Markets, S.A. on an insotyeof such company or (ii) the guarantee of theeNaranted
by Gas Natural SDG on an insolvency of the Guaranto

Pursuant to the Insolvency Law, creditors whosétsigderive from a Spanish public deessdritura
publica) do not rank ahead of other creditors in an irsty scenario.

Risks Relating to the Notes
There is no active trading market for the Notes

Notes issued under the Programme will be new géssinivhich may not be widely distributed and for
which there is currently no active trading marketléss, in the case of any particular Tranche, Suahche is to
be consolidated with and form a single series waitloutstanding Tranche of Notes). If the Notestiaded after
their initial issuance, they may trade at a distdortheir initial offering price, depending uporepailing interest
rates, the market for similar securities, genecanemic conditions and the financial condition ¢ trelevant
Issuer and the Guarantor. Although applicationst@een made for the Notes issued under the Proggambe
admitted to listing on the Official List of the Lembourg Stock Exchange and to trading on the RegliMarket
of the Luxembourg Stock Exchange, there is no asser that such applications will be accepted, &mt
particular Tranche of Notes will be so admittedhat an active trading market will develop. Acdogly, there
can be no assurance as to the development oritigoicany trading market for any particular Traeabf Notes.

The Notes may be redeemed prior to maturity

In the case of any particular Tranche of Notesyéevant Final Terms of which specify that the &soare
redeemable at the relevant Issuer’s opfifon example pursuant to Condition 6(&edemption at the Option of
the Issue), Condition 6(d) Residual Maturity Call Option Condition 6(e) Redemption following a Substantial
Purchase Evetor Condition 6(f) Klake-Whole Redemptipn in certain circumstances the relevant Issuer may
choose to redeem the Notes at times when prevaiitegest rates may be relatively low. In suclcwinstances,
an investor may not be able to reinvest the redemgiroceeds in a comparable security at an effedtiterest
rate as high as that of the relevant Tranche oé&lot

Because Notes in global form are held by or on bedfaEuroclear and Clearstream, Luxembourg, ineestwill
have to rely on their procedures for transfer, paymand communication with the relevant Issuer antlie
Guarantor

Notes issued under the Programme may be represbytede or more global Notes. Such global Notes
will be deposited with a common depositary or sedégler for Euroclear and Clearstream, Luxembourgefxin
the circumstances described in the relevant glNioéé, investors will not be entitled to receiveidifve Notes.
Euroclear and Clearstream, Luxembourg will maintaoords of the beneficial interests in the gloNates.
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While the Notes are represented by one or moreaglNiotes, investors will be able to trade their dfiial
interests only through Euroclear and Clearstreamembourg.

While the Notes are represented by one or moreafldbtes, the relevant Issuer and the Guarantdr wil
discharge their payment obligations under the Nbyesaking payments to the common depositary foo&eaar
and Clearstream, Luxembourg for distribution toirtleecount holders. A holder of a beneficial ietgrin a
global Note must rely on the procedures of Euracteal Clearstream, Luxembourg to receive paymemteru
the relevant Notes. The Issuers and the Guarhat@ no responsibility or liability for the reconasating to, or
payments made in respect of, beneficial interestie global Notes.

Holders of beneficial interests in the global Note# not have a direct right to vote in respectthé
relevant Notes. Instead, such holders will be peechito act only to the extent that they are erthbleEuroclear
and Clearstream, Luxembourg to appoint approppateies. Similarly, holders of beneficial interegh the
global Notes will not have a direct right under tiiebal Notes to take enforcement action agairstréfevant
Issuer or the Guarantor in the event of a defandteu the relevant Notes but will have to rely uplogir rights
under the Deed of Covenant.

Credit ratings may not reflect all risks

One or more independent credit rating agenciesasaign credit ratings to the Notes. The ratingg nu
reflect the potential impact of all risks relatedstructure, market, additional factors discussemih, and other
factors that may affect the value of the Notescrddit rating is not a recommendation to buy, sehold Notes
and may be subject to suspension, change or witladifay the assigning rating agency at any time.

In general, European regulated investors are cestriunder Regulation (EC) No. 1060/2009, as anwnde
(the CRA Regulation from using credit ratings for regulatory purpqs&sless such ratings are issued by a credit
rating agency established in the EU and registarelér the CRA Regulation (and such registrationntwideen
withdrawn or suspended), subject to transitionalvisions that apply in certain circumstances whilst
registration application is pending. Such genegatriction will also apply in the case of creditimgs issued by
non-EU credit rating agencies, unless the releceadit ratings are endorsed by an EU-registereditcrating
agency or the relevant non-EU rating agency isifisftin accordance with the CRA Regulation (andlsu
endorsement action or certification, as the casg b has not been withdrawn or suspended). Certain
information with respect to the credit rating agea@nd ratings will be disclosed in the Final Term

Risks Related to the Denominations of the Notes

In relation to any issue of Notes which under thenditions have a minimum denomination of
euro 100,000 plus a higher integral multiple oftheo smaller amount (or, where the specified cuaryds not
euro, its equivalent in the specified currencyfeaSpecified Denominatio)) it is possible that Notes may be
traded in the clearing systems in amounts in excéssiro 100,000 (or its equivalent in the spedifteirrency).
In such a case, should definitive Notes be requicele issued, a holder who, as a result of tradiids a
principal amount of less than euro 100,000 (oredsivalent in the specified currency) in his acc¢owith the
relevant clearing system at the relevant time nmatyeceive all of his entittement in the form ofidéive Notes,
and consequently may not be able to receive intereprincipal in respect of all of his entitlemennless and
until such time as his holding becomes an integmaltiple of a Specified Denomination. Furthermaseany
meeting of Noteholders while Notes are represenyeal Permanent Global Note, any vote cast shajl lnalvalid
if it is in respect of a minimum of euro 100,000 ifs equivalent in the specified currency).

Risks Related to the Structure of a Particular Issa of Notes

A wide range of Notes may be issued under the Brogre. A number of these Notes may have features
which contain particular risks for potential invast Set out below is a description of the mostimon of such
features.
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Notes subject to optional redemption by the reléVssuer

An optional redemption feature of Notes is liketylitnit their market value. During any period white
relevant Issuer may elect to redeem Notes, the eharddue of those Notes generally will not rise ahtially
above the price at which they can be redeemeds mhly also be true prior to any redemption period.

The relevant Issuer may be expected to redeem Ndien its cost of borrowing is lower than the ietr
rate on the Notes. At those times, an investorldvganerally not be able to reinvest the redemppi@teeds at
an effective interest rate as high as the inteegeton the Notes being redeemed, and may onlplee¢@do so at
a significantly lower rate. Potential investorsosld consider reinvestment risk in light of othewvestments
available at that time.

Fixed/Floating Rate Notes

Fixed/Floating Rate Notes may bear interest ata tteat the relevant Issuer may elect to convernfe
fixed rate to a floating rate or from a floatingedo a fixed rate. The relevant Issuer’s abilityconvert the
interest rate will affect the secondary market tredmarket value of the Notes since such relevssudr may be
expected to convert the rate when it is likely toduce a lower overall cost of borrowing. If tledewvant Issuer
converts from a fixed rate to a floating rate, fpeead on the Fixed/Floating Rate Notes may beféasmirable
than prevailing spreads on comparable Floating Rates tied to the same reference rate. In additite new
floating rate at any time may be lower than thesatn other Notes. If the relevant Issuer conyesia a floating
rate to a fixed rate, the fixed rate may be lowantthe prevailing rates on the Notes prior to sigiversion.

Calculation Agent

The Issuers may appoint a Dealer as CalculatioanAgn respect of an issuance of Notes under the

Programme. In such a case the Calculation Agdikely to be a member of an international finangedup that

is involved, in the ordinary course of its busingasa wide range of banking activities out of whiconflicting
interests may arise. Whilst such a Calculation Ageill, where relevant, have information barrierada
procedures in place to manage conflicts of intelieshay in its other banking activities from tine time be
engaged in transactions involving an index or eelatlerivatives which may affect amounts receivabje
Noteholders during the term and on the maturityhef Notes or the market price, liquidity or valdele Notes
and which could be deemed to be adverse to theesiteof the Noteholders.

Notes issued at a substantial discount or premium

The market values of securities issued at a sultatiscount or premium from their principal améun
tend to fluctuate more in relation to general clesnmn interest rates than do prices for conventionarest-
bearing securities. Generally, the longer the eimg term of the securities, the greater the prioktility as
compared to conventional interest-bearing secaritigh comparable maturities.

The Proposed Financial Transactions Tax

On 14 February 2013, the European Commission fhdis proposal (th@ommission’s proposalfor a
Directive for a common financial transactions t&¥ ) in Belgium, Germany, Estonia, Greece, Spain, égan
Italy, Austria, Portugal, Slovenia and Slovakiae(fParticipating Member States However, Estonia has since
stated that it will not participate and has alrepdifed out of the FTT.

The Commission’s proposal has very broad scopecantt], if introduced, apply to certain dealings in
the Notes (including secondary market transactiomsgrtain circumstances. The issuance and sutiseriof the
Notes should, however, be exempt.

Under the Commission’s proposal, FTT could applgéntain circumstances to persons both within and
outside of the Participating Member States. Gehgerialwould apply to certain dealings in the Notekere at
least one party is a financial institution, andeatst one party is established in a Participatirerider State. A
financial institution may be, or be deemed to lestdblished” in a Participating Member State im@at range of
circumstances, including (a) by transacting witbeason established in a Participating Member Stafe) where
the financial instrument which is subject to thaldeys is issued in a Participating Member State.
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On 28 October 2016, the Council of the Europearoipiublished document No. 13608/16 concerning
the status of the FTT at that time, according tictvfa certain degree of progress in the FTT netjotia have
been observed. However, further work at the Coumeil its preparatory bodies will be required befartnal
agreement can be reached among the Participatingbkte States that respects the competences, rights a
obligations of the Member States not participatmthe FTT.

Notwithstanding the above, the FTT proposal remaingect to negotiation between the Participating
Member States. It may therefore be altered pooarty implementation. Additional EU Member Statesy
decide to participate. Prospective holders of Nlwtes are advised to seek their own professioneicadn
relation to the FTT.
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DOCUMENTS INCORPORATED BY REFERENCE

The documents set out below, which have been pushigublished and which have been filed with the

CSSF, shall be deemed to be incorporated by referien and to form part of, this Base Prospecifds.long as
any of the Notes are outstanding, this Base Praspeany Supplement to the Base Prospectus (aseddiielow)
and each document incorporated by reference insoBtase Prospectus will be available for inspectioee of
charge, at the specified offices of the Issuershatspecified office of the Agent, during normakimess hours,
and on the website of the Luxembourg Stock Exchahgevw.bourse.lu. The page references indicaieédch
document are to the page numbering of the electrquuf copies of such documents as available at

www.bourse.lu.

Information incorporated by reference

Page

references

(A)

(B)

The sections listed below of the Annual Repor2015 of Gas Natural SDG, S.A., including the
audited consolidated annual accounts for the yeameed 31 December 2015 together with the audit
report thereon:

(a)
(b)

(©)

Independent Auditors’ report on the consolidatedwal accounts

Consolidated annual accounts of Gas Natural SDGA. Sand subsidiary
companies comprising the Gas Natural SDG, S.A. fsffou the financial year
2015:

- Consolidated balance sheets at 31 December 2@3G14....................

- Consolidated income statements for the yearsceBdeDecember 2015
AN 2004 e e

- Consolidated statements of comprehensive incominé years ended 31
December 2015 and 2014 ........cuuuviieie et a e

- Statements of changes in consolidated net edpiitthe years ended 31
December 2015 and 2014 ........ccuuuvieeie et e e e e e

- Consolidated cash flow statements for the yeade& 31 December
2015 AN 2004t e aas

- Notes to the consolidated annual accounts foB2Q1...........ccoevvveeereenn.
- Y 0] 01T Lo [Tt
Consolidated Directors’ Report 2015........cccooeeeiiiiiieeeree e
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4-144

10-128
129-144

145-195

The sections listed below of the Annual Repo2014 of Gas Natural SDG, S.A., including the audite
consolidated annual accounts for the year ended 3december 2014 together with the audit report
thereon:

(a)
(b)

Independent Auditors’ report on the consolidatedwsal accounts

Consolidated annual accounts of Gas Natural SDGA. Sand subsidiary
companies comprising the Gas Natural SDG, S.A. ifou the financial year
2014:

- Consolidated balance sheets at 31 December 2Qll2GL3 ...................

- Consolidated income statements for the yearsceBdeDecember 2014
AN 2003 e a e eennnas

- Consolidated statements of comprehensive incamthé years ended 31
December 2014 and 2013 .......cooeeeiiueetimmme e e e et e e e e

- Statements of changes in consolidated net edaiitthe years ended 31
December 2014 and 2013 .......cooeeeiiiuetmmms e e e et e e e e nneaeeeeas
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- Consolidated cash flow statements for the yeads@ 31 December 2014 7

AN 2003 . e e ennnas
- Notes to the consolidated annual accounts foA201..............ccceeeneeee 8-110
- APPENAICES ...ttt 111-127
(c) Consolidated Directors’ Report 2014: 128-159
© The condensed consolidated interim financial atements of Gas Natural SDG, S.A. in relation to

the six-month period ended 30 June 2016, togetheritiv the auditors’ limited review report and
directors’ report thereon:

(@) Independent Auditors’ limited review report on thendensed consolidated
interim financial statements 2-3
(b) Condensedonsolidated interim financial statements as at 0eP2016: 4-31
- Consolidated interim balance sheets at 30 Judé 20d 31 December 5
2005 it ————— 1111ttt et te e rt e e anaeeennnaenreeas
- Consolidated interim income statements for tlensdnth periods ended 6
30 JuNe 2016 and 2015 .....ouiiiiiieiiiiit e
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month periods ended 30 June 2016 and 2015....cccccevvvvvvvveeivieerennnen.
- Consolidated interim statement of changes intgdfor the six month 8
period ended 30 June 2016 and 31 December 2Q15...............c.vvvvneee
- Consolidated interim cash flow statements for $ite month periods 9
ended 30 June 2016 and 2015 ........cooi i immmeemme e
- Notes to the condensed consolidated interim Girdstatements............. 10-29
- Y 0] 01T Lo 1ot 30-31
(c) Consolidated Directors’ Report at 30 June 2016 32-66
(D) The unaudited consolidated interim financial iformation of Gas Natural SDG, S.A. in relation to
the nine-month period ended 30 September 2016:
- Y= Tl Vo fo [ (=T oY = PP 5
- Analysis of consolidated rESUILS ..........cceoeeeeeeeeieieeeeiecee e e, 8-11
- BAIANCE SNEET........cvevveeeeeeeee e emeeem ettt e e e e e 12-18
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- Consolidated interim income Statement..............cccocveveveveeveeeenenennnn, 38
- Analysis Of reSUItS DY ACHVILY ...........ceceeerieieeeerieeeie e 38-4C
- Consolidated interim balance Sheet .......ooeceoveveceveeeceeeeecce 41
- Consolidated cash flow statement............cccvveiviiiiiiiiiiiie e 42
- GlOSSArY Of LEIMS ...ttt en e 43-44

22



(E) The audited annual financial report for the yea ended 31 December 2015 of Gas Natural Fenosa

Finance B.V.:
(@) Annual Report 3-10
- Board of Managing Directors Report.........cccceeeecienvinnivnnirinniiiiniinnnnns 3-8
- SupervisonBoard REPOIt ..........covvviiiiiiiiiiceee e 9-10
(b) Financial Statements: 11-42
- Statement of Financial Position as per 31 Dece®@0#5........................ 11
- Statement of Income for the year ended 31 Dece@@is ..................... 12
- Statement of Other Comprehensive Income for tear yended 31 12
DECEMBDEr 2015 ...uiiiiiiiiiiiiiiiie et et a e a e e
- Cash Flow Statement for the year ended 31 DeceBé ................... 13
- Statement of Changes in Equity for the year efdleBecember 2015.... 14
- Notes to the financial statements for the yeaed81 December 2015..  15-42
(c) Other Information: 43-57
- Other information to the financial statements fbe year ended 31 43
DECEMBDEr 2015 ...uiiiiiiiiiiiiiiiee it et a e a e e
- Independent auditor's rEPOMt ...........ciiccceeceveeeeeeeeeeeeeee e, 44-57
(3] The annual financial report for the year ended31 December 2014 of Gas Natural Fenosa Finance
B.V. (formerly Union Fenosa Finance B.V.):
(@) Annual Report: 3-8
- Management Board REPOIt ........cccuvviiieieiiiniiiiiiiec e, 3-8
(b) Financial Statements: 9-41
- Statement of Financial Position as per 31 Dece@0#4.................... 9
- Statement of Income for the year ended 31 Dece@ikt.................. 10

- Statement of Other Comprehensive nmedor the year ended 31 10
DECeMDEr 2014 ..ot e a e

- Cash flow statement for the year ended 31 Dece@bt .................. 11

- Statement of changes in equity for the year el@deDecember 2014.. 12

- Notes to the financial statements for the yeaed81 December 2014 13-41
(c) Other Information: 42-48

- Other information to the financial statements floe year ended 31 42
DECeMDEr 2014 ..ottt b a e

- Independent auditor's rePOrt .........ooo i 43-48
(G) The audited non-consolidated annual accounts dbas Natural Capital Markets, S.A., and the
audit report thereon in relation to the year ended31 December 2015:
(@) Independent Auditors’ Report 2015..........eviiieiiiiiiiiiieeee e 2-3
(b) ANNUAI ACCOUNTS. ...ttt e et e e e e e e e e e e e et s 4-29
- Balance Sheets at 31 December 2015 and 2014 .cc......cocoiiimmnnene 5
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- Income Statements for the years ended 31 Dece?ié&rand 2014 6

- Statements of Income and Expenses recognisetidgorears ended 31 7
December 2015 and 2014 ...........ueeiiie i sttt

- Statements of changes in net equity for the yeaded 31 December 7
2015 AN 2014 ... e

- Cash Flow Statements for the years ended 31 Deme®015 and 8
2004 e ettt e et e e e e e nnaeeanes
- Notes to the annual accounts for the year endiddegember 2015 9-28
(c) Directors’ Report 2015 30-33
(H) The audited non-consolidated annual accounts oBas Natural Capital Markets, S.A., and the
audit report thereon in relation to the year ended31 December 2014:
(@) Independent Auditors’ Report 2014 2-3
(b) Annual Accounts 4-28
- Balance Sheets at 31 December 2014 and 2013 .cccc.....cvveeeeimnnneee. 5
- Income Statements for the years ended 31 Dece?ddrand 2013....... 6
- Statements of Income and Expenses recognisetihdoyears ended 31 7

December 2014 and 2013 ... ..ouiieniiee s et e e e e e e e e e

- Statements of changes in net equity for the yeaed 31 December 7
2014 AN 2003 ...t s e a e mmm b e e e e e s

- Cash flow Statements for the years ended 31 Dieeef014 and 2013.. 8
- Notes to the Annual Accounts for the year ende@®8cember 2014...... 9-28
(c) Directors’ Report 2014 29-32
() The terms and conditions of the Notes issued by NGdsral Capital Markets, S.A. of
the base prospectus dated 2 December 2008 refatihg Programme........................ 46-72
J) The terms and conditions of the Notes issued by NGdsral Capital Markets, S.A. of
the base prospectus dated 15 December 2009 refating Programme....................... 53-78
(K) The terms and conditions of the Notes issued by NGdsral Capital Markets, S.A. of
the base prospectus dated 10 November 2010 retatihg Programme...................... 53-78
(L) The terms and conditions of the Notes issued by NGdsral Capital Markets, S.A. of
the base prospectus dated 14 November 2011 retatihg Programme...................... 54-78
(M) The terms and conditions of the Notes issued by Kesaral Fenosa Finance B.V. of
the base prospectus dated 26 November 2012 retatihg Programme...................... 30-55
(N) The terms and conditions of the Notes issued by Kesdaral Fenosa Finance B.V. of
the base prospectus dated 19 November 2013 retatihg Programme...................... 31-56
(O) The terms and conditions of the Notes issued byNzdsral Fenosa Finance B.V. of
the base prospectus dated 12 December 2014 refatihg
(0 7= U 1] 0T 34-66
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(P) The terms and conditions of the Notes issued by Kesdaral Fenosa Finance B.V. of
the base prospectus dated 2 December 2015 relatimy the
10 7= U 1] 0T 33-69

The information incorporated by reference thatasincluded in the cross-reference list, is cdasd as
additional information and is not required by thelevant schedules of Commission Regulation (EC) No
809/2004, as amended. Certain information incotpdraby reference into this Base Prospectus has been
translated from the original Spanish. Each suahsiation constitutes a direct and accurate traoslaf the
Spanish language text. The English language irdtiom has been provided for information purposég and in
the event of a discrepancy, the Spanish versiolh fesail.

Any statement contained in a document that is éeeta be incorporated by reference herein shall be
deemed to be modified or superseded for the purpbgshis Base Prospectus to the extent that amstate
contained herein modifies or supersedes such eatigeement (whether expressly, by implication threowise).
Any statement so modified or superseded shall aatdemed, except as so modified or supersedednsbitcite a
part of this Base Prospectus. To the extent thgtdmcument or information incorporated by refeeetw this
Base Prospectus itself incorporates any informatipmneference, either expressly or impliedly, sirfbrmation
will not form part of this Base Prospectus for §herposes of the Prospectus Directive, except whach
information or documents are stated within thiseBRsospectus as specifically being incorporatecefgrence or
where this Base Prospectus is specifically defaohcluding such information.

SUPPLEMENT TO THIS PROSPECTUS

If at any time the Issuer shall be required toppre a supplement to this Base Prospectus purtmant
Article 13 of the Luxembourg Act, the Issuer(s) atm Guarantor shall prepare and make available an
appropriate supplement to this Base Prospectuduntlaer base prospectus, which, in respect ofsamgsequent
issue of Notes to be listed on the official listthé Luxembourg Stock Exchange and admitted tartgadn the
Luxembourg Stock Exchange’s regulated market, stadistitute aSupplement to the Base Prospectuss
required by Article 13 of the Luxembourg Act.
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GENERAL DESCRIPTION OF THE PROGRAMME

The following overview does not purport to be catghnd is taken from, and is qualified
in its entirety by, the remainder of this documamd, in relation to the terms and conditions of any
particular Tranche of Notes, ttapplicable Final Terms. Words and expressions éefin “Form of
the Notes” and “Terms and Conditions of Notes issbg Gas Natural Fenosa Finance B.V.” or
“Terms and Conditions of Notes issued by Gas Na@Qegpital Markets, S.A.”, as applicable, below
shall have the same meanings in this overview.

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

Guarantor: Gas Natural SDG, S.A.

Description: Euro Medium Term Note Programme

Arranger: Barclays Bank PLC

Dealers: Banca IMI, S.p.A.

Banco Bilbao Vizcaya Argentaria, S.A.

Banco Santander, S.A.

Barclays Bank PLC

BNP Paribas

CaixaBank, S.A.

Citigroup Global Markets Limited

Crédit Agricole Corporate and Investment Bank

HSBC Bank plc

ING Bank N.V.

J.P. Morgan Securities plc

MUFG Securities EMEA plc

Société Générale

The Royal Bank of Scotland plc

and any other dealer appointed from time to timeheylssuers
either in respect of the Programme generally imaelation to
a particular Tranche (as defined below) of Notdg.on

Agent: Citibank, N.A., London Branch

Amount: Up to euro 14,000,000,000 (or its equivalarother currencies
calculated as described in the Programme Agreeraggtegate
principal amount of Notes outstanding at any tiffiee Issuers
and the Guarantor may increase the amount of thgr&mme
in accordance with the terms of the Programme Agesd.

Distribution: Subject to applicable selling redfibos, Notes may be
distributed by way of private or public placemendan each
case on a syndicated or non-syndicated basis.
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Currencies:

Maturities:

Issue Price:

Form of Notes:

Subject to any applicable legal or leguy restrictions, such
currencies as may be agreed between the releveur|sthe
Guarantor and the relevant Dealer including butlmoited to
euro, U.S. dollars, Yen and Sterling.

Each issue of Notes denominated in a currency s$pewet of
which particular laws, guidelines, regulations,tniesons or
reporting requirements apply will only be issued in
circumstances which comply with such laws, guidsdin
regulations, restrictions or reporting requirementsn time to
time.

Such maturities as may be agreed betvilee relevant Issuer,
the Guarantor and the relevant Dealer and as itedica the
applicable final terms for such issue of Notes gl Terms),
subject to such minimum or maximum maturities asy rba
allowed or required from time to time by the reletvaentral
bank (or equivalent body) or any laws or regulaiapplicable
to the relevant Issuer, the Guarantor or the rele@pecified
Currency.

Unless permitted by then current laws and reguiatiavhere
Notes have a maturity of less than one year ainreia) the
issue proceeds are received by the relevant I$sube United
Kingdom or (b) the activity of issuing the Notescarried on
from an establishment maintained by the relevasiids in the
United Kingdom, such Notes must: (i) have a minimum
redemption value of £100,000 (or its equivalent dther
currencies) and be issued only to persons whos@aoyd
activities involve them in acquiring, holding, maiey or
disposing of investments (as principal or agent}lie purposes
of their businesses or who it is reasonable to exp#l acquire,
hold, manage or dispose of investments (as prihcpagent)
for the purposes of their businesses; or (ii) lsaed in other
circumstances which do not constitute a contravertdi section
19 of the Financial Services and Markets Act 20Q0tle
relevant Issuer.

Notes may be issued at an issue witioeh is at par or at a
discount to, or premium over, par. The issue pacel the
nominal amount of the relevant tranche of Notesl i
determined before filing of the relevant Final Termf each
Tranche on the basis of the prevailing market dgord.

Each Tranche of Notes will initiallye represented by a
temporary global noteTemporary Global Notgwhich will:

(i) ifthe global Notes are intended to be issuedeéw global
note NGN) form, as stated in the applicable Final Terms,
be delivered on or prior to the relevant Issue Data
common safekeeper (th&€€ommon Safekeepgr for
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Fixed Rate Notes:

Floating Rate Notes:

Euroclear Bank SA/NV Euroclear) and Clearstream
Banking, SA Clearstream, Luxembouryg or

(i) if the global Notes are not intended to beuess in NGN
form, be delivered on or prior to the relevant &sfate to
a common depositary (th€ommon Depositary for
Euroclear and Clearstream, Luxembourg.

Interests in each Temporary Global Note will be hexgyed

either for interests in a permanent global NdBer(hnanent

Global Notg or definitive Notes (as indicated in the applieab
Final Terms) in either case not earlier than 40sdafger the

Issue Date upon certification of non-U.S. benefioanership

as required by U.S. Treasury Regulations.

Each Permanent Global Note will be exchangeabldesan
otherwise specified in the applicable Final Termsyhole but
not in part for definitive Notes in accordance wtthterms. Any
interest in a global Note will be transferable omyaccordance
with the rules and procedures for the time beind:ofoclear,
Clearstream, Luxembourg and for any other agreedrahce
system as appropriate.

Fixed interest will be payablesanh date or dates as may be
agreed between the relevant Issuer, the Guaramtdr thae
relevant Dealer (as indicated in the applicableFirerms) and
on redemption.

Floating Rate Notes will béaterest at a rate determined
either:

() on the same basis as the floating rate undeotéonal
interest-rate swap transaction in the relevant Epdc
Currency governed by an agreement incorporating the
2006 ISDA Definitions (as published by the Interoaal
Swaps and Derivatives Association, Inc., and asnde
and updated as at the Issue Date of the first Timntthe
Notes of the relevant Series); or

(i) on the basis of a reference rate appearinghenagreed
screen page of a commercial quotation service; or

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

as indicated in the applicable Final Terms.

The Margin (if any) relating to such Floating Ratetes will be
agreed between the relevant Issuer, the Guaramtdr tae
relevant Dealer for each Series of Floating Rateslo

Floating Rate Notes may also have a maximum irteeds, a
minimum interest rate, or both (as indicated in dépplicable
Final Terms).
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Interest Periods for
Floating Rate Notes:

Zero Coupon Notes:

Redemption:

Denominations of Notes:

Interest on Floating Rate Notes in respect of ehthrest
Period, as selected prior to issue by the relelssier, the
Guarantor and the relevant Dealer(s), will be pieyah the first
day of the next Interest Period or, in the casthefiinal Interest
Payment Date, on the Maturity Date specified indpglicable
Final Terms and will be calculated in accordancehwhe
relevant Day Count Fraction or as otherwise indidain the
applicable Final Terms.

Such period(s) as the relevant Issuer, the Guarard the
relevant Dealer may agree (as indicated in theiegipe Final
Terms).

Zero Coupon Notes will be offeamd sold at a discount to
their nominal amount and will not bear interesteottihan in the
case of late payment.

Unless previously redeemed or purchasedcancelled, each
Note will be redeemed by the relevant Issuer,fgilivhich the
Guarantor at its Final Redemption Amount on theuvigt Date
(in the case of a Note other than a Floating Ratte)Nor on the
Specified Interest Payment Date falling in the Repgléon
Month (in the case of a Floating Rate Note). SudhalF
Redemption Amount in respect of any Note shalltbgiincipal
amount or such higher amount as may be specifiethén
relevant Final Terms.

The Final Terms relating to each Tranche of Not#isindicate
either that such Notes cannot be redeemed pritheio stated
maturity (other than in specified instalments (sekw)) or for
taxation reasons or following an Event of Defauolt)that such
Notes will be redeemable prior to their stated migtwat the
option of the relevant Issuer and/or the Notehalder

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

Notes which have a maturity of less than one yeay ine
subject to restrictions on their denomination aitrithution,
see “Maturities” above.

Definitive Notes will be such denominations as may be
specified in the relevant Final Terms, save thpthé minimum
denomination of each Note will be such amount ay ima
allowed or required, from time to time, by the xelpt
regulatory authority or any laws or regulations leyable to the
relevant Specified Currency; and (i) the minimum
denomination of each Note admitted to trading amgulated
market within the European Economic Area or offetedhe
public in a Member State of the European EcononmieaAin
circumstances that require the publication of apectus under
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Taxation on Notes
issued by Gas Natural
Fenosa Finance B.V.:

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

the Prospectus Directive will be euro 100,000 {®requivalent
in any other currency as at the date of issueeoNbtes).

So long as the Notes are represented by a TempQilahal
Note or Permanent Global Note and the relevantriolga
system(s) so permit, the Notes will be tradeably ¢e) if the
Specified Denomination stated in the relevant Fifiatms is
“euro 100,000 (or its equivalent in another curgghcin the
authorised denomination of euro 100,000 (or itsivedent in
another currency) and integral multiples of eur6,000 (or its
equivalent in another currency) thereafter, orif(l)e Specified
Denomination stated in the relevant Final Terms“asiro
100,000 (or its equivalent in another currency) amiggral
multiples of euro 1,000 (or its equivalent in armsthurrency) in
excess thereof”, in the minimum authorised denotimnaof
euro 100,000 (or its equivalent in another currgranyd higher
integral multiples of euro 1,000 (or its equivaléntanother
currency), notwithstanding that no definitive Notedll be
issued with a denomination above euro 199,000 (sr i
equivalent in another currency).

Subject to certain exceptions, all payments ineespf Notes
issued by Gas Natural Fenosa Finance B.V. will badan
without deduction for or on account of withholditexes. See
Condition 10 Taxation), “Taxation and Disclosure of
Information in Connection with the Notes—Taxation Tihe
Netherlands—Issues by Gas Natural Fenosa Finang¢e Bnd
“Taxation and Disclosure of Information in Connentigith the
Notes—Taxation in Spain—Payments under the Guaante

All payments in respect of the Notes issued by Gatural
Capital Markets, S.A. will be made without dedustfor, or on
account of, withholding taxes imposed by Spain sslsuch
taxes are required by law to be withheld. In thene that any
such deduction is made, Gas Natural Capital Mark&#. or,
as the case may be, the Guarantor, will, save itaioe
circumstances provided in Condition IDakatior), be required
to pay additional amounts to cover any amountsesiucted.

Gas Natural Capital Markets, S.A. considers thetpading to
Royal Decree 1145/2011, it is not obliged to witldhtaxes in
Spain in relation to interest paid on the Notesahgy investor
(whether tax resident in Spain or not) providedt thiae
information procedures described in sectiohaXation and
Disclosure of Information in Connection with the t&g) on
page 152 below, which do not require identificatioh the
Noteholders, are fulfilled.

In the event that the current applicable procedunese
modified, amended or supplemented by, amongst syther
Spanish law, regulation, interpretation or rulinfgttee Spanish
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Status of the Notes:

Status of the Guarantee:

Cross-Default:

Negative Pledge:

Tax Authorities, Gas Natural Capital Markets, SWl inform
the Noteholders of such information procedures ahdheir
implications, as Gas Natural Capital Markets, Smay be
required to apply withholding tax on interest pawtseunder
the Notes if the Noteholders would not comply wihch
information procedures.

For further information regarding the interpretatiof Royal
Decree 1145/2011, please refer tRisk Factors—Risks in
Relation to Spanish Withholding Tax

The Notes will constitute atireinconditional, unsubordinated
and (subject to the Negative Pledge referred toovbel
unsecured obligations of each Issuer and will rpak passu
without any preference among themselves and (sultgeany
applicable statutory exceptions) at lepati passuwith all other
present and future unsecured and unsubordinatéghtibhs of
the relevant Issuer.

The Notes will be uncnditly and irrevocably guaranteed
by the Guarantor pursuant to a deed of guarantedD@ged of
Guaranteg.

The obligations of the Guarantor under the Dee@Goérantee
will constitute direct, unconditional unsubordirgnd (subject
to Condition 4 Negative Pledgg unsecured obligations of the
Guarantor and (subject to any applicable statuexgeptions)
will rank at leastpari passuwith all other present and future
outstanding, unsecured and unsubordinated obligatal the
Guarantor.

The Notes will contain a cross-difau respect of Relevant
Indebtedness (as defined in ConditionNedative Pledgg of
the relevant Issuer or the Guarantor and certaintheir
subsidiaries.

The Notes will have the benefia afegative pledge in respect
of Relevant Indebtedness of the relevant Issuer,Gharantor
and certain of their subsidiaries. The negatiesige is subject
to permitted security interests which include, éng not limited
to, certain security interests created in respécthe project
finance activities of the Group. For the detailsh® negative
pledge provision, please refer to ConditionNggative Pledge
of the relevant terms and conditions (as set outhis Base
Prospectus).
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Rating:

Listing and Admission
to Trading:

Governing Law:

Selling Restrictions:

Notes issued under the Programme may be rated ratean
Where a Tranche of Notes is rated, such ratingheilspecified
in the relevant Final Terms. Such rating will mecessarily be
the same as the rating assigned to Notes alreaslyeds
Whether or not a rating in relation to any Tranoch&lotes will

be treated as having been issued by a credit ragency
established in the European Union and registeredkruthe
CRA Regulation on credit rating agencies will bectlised in
the relevant Final Terms.

A rating is not a recommendation to buy, sell ddhdotes and
may be subject to suspension, change or withdratahy time
by the assigning rating agency.

Application has been made to the Luxembourg Stoath&nge
for Notes issued under the Programme to be adniittéchding
on the Luxembourg Stock Exchange’s regulated maaketto
be listed on the official list of the Luxembourg&k Exchange
or as otherwise specified in the relevant Finalnfer As
specified in the relevant Final Terms, a Serieblafes may be
unlisted.

Unlisted Notes may only be issued by Gas Naturalofa
Finance B.V. but not by Gas Natural Capital Marksté\.

The Final Terms relating to each issue will stateethier or not
and, if so, on which stock exchange(s) the Notesabe listed.

Save as defined in the paragrapbwethe conditions of the
Notes will be governed by, and construed in acawréavith,
English law.

In relation to Notes issued by Gas Natural Fendsari€e B.V.,
Condition 3 (Status of the Deed of Guarantee) méllgoverned
by Spanish law.

In relation to Notes issued by Gas Natural Caplifiarkets,
S.A., Condition 2 $tatus of the Notgsnd Condition 3 $tatus
of the Deed of Guarante&iill be governed by Spanish law. In
addition, the Notes will be issued in accordancehwhe
formalities prescribed by Spanish law.

There are local and worldwsddling restrictions in relation to
the laws of the United States, the European Ecamcinea
(including the United Kingdom, France, the Repuldfcltaly,
Spain and The Netherlands) and Japan and such other
restrictions as may be required in connection it offering
and sale of a particular Tranche of Notes. S@ebScription
and Salé on pages 164 to 169 below.

The Notes are Category 2 for the purposes of Régal S
under the Securities Act.
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Redenomination:

The Notes will be issued in compliance with U.8eds. Reg.
81.163-5(c)(2)(i)(D) (or any successor rules instabtially the
same form that are applicable for purposes of 8ectir01 of
the Code) (TEFRA D”) unless the Notes are issued other than
in compliance with TEFRA D but in circumstancesuhich the
Notes will not constitute registration—required obligatioris
under the United States Tax Equity and Fiscal Resipdity
Act of 1982 TEFRA), which circumstances will be referred to
in the relevant Final Terms as a transaction tclAIEFRA is
not applicable.

Certain Notes may be redenominatediro. See Condition 7
(Payments
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TERMS AND CONDITIONS OF NOTES
ISSUED BY GAS NATURAL FENOSA FINANCE B.V.

The following is the text of the terms and condgiovhich, subject to completion in
accordance with the provisions of the relevant Filarms, will be endorsed on each Note in
definitive form issued by Gas Natural Fenosa FirBcV. under the Programme. The terms and
conditions applicable to any Note in global formlwliffer from those terms and conditions which
would apply to the Note were it in definitive fotmmthe extent described in the Base Prospectus
dated 2 December 2016 relating to the Notes, utfelem of the Notes”.

Gas Natural Fenosa Finance B.V. and Gas NaturataCdparkets, S.A. have established a
Euro Medium Term Note Programme (tHerogrammg for the issuance of up to Euro
14,000,000,000 in aggregate nominal amount of N@hesNoteg guaranteed by Gas Natural SDG,
S.A.

Notes issued under the Programme are issued esq@dch &erieg and each Series may
comprise one or more tranches (each a TranchepiasN Each Tranche is the subject of final terms
(the Final Terms) which completes these terms and conditions @baditiong. The terms and
conditions applicable to any particular TrancheNotes are these Conditions as completed by the
relevant Final Terms. All subsequent referencethése Conditions to “Notes” are to the Notes
which are the subject of the relevant Final Terni$ie Notes are the subject of an amended and
restated agency agreement dated on or aBddecember 2016the Agency Agreementwhich
expression shall include any further amendmentsupplements thereto) and made between Gas
Natural Fenosa Finance B.V. (tlesuer), Gas Natural Capital Markets, S.A., Gas NatuRGSS.A.
as Guarantor (th&uarantor), Citibank, N.A., London Branch in its capacity Aagent (theAgentor
Calculation Agent which expressions shall include any success@ittbank, N.A., London Branch
in its capacity as such) and the Paying Agents datfmerein (thePaying Agents which expression
shall include the Agent and any substitute or @ttt Paying Agents appointed in accordance with
the Agency Agreement). The Notes, the Receiptdlam@€oupons (each as defined below) also have
the benefit of a deed of covenant (tbeed of Covenantwhich expression shall include any
amendments or supplements thereto) dated on ot 2ddacember 2016xecuted by the Issuers in
relation to the Notes. The Guarantor has, folb#haefit of the holders of the Notes from time todi
(the Noteholder3, executed and delivered a deed of guaranteeD@leel of Guarantepdated on or
about 2 December 2016der which it has guaranteed the due and punptyahent of all amounts
due by the Issuer under the Notes and the Deedwfr@ant as and when the same shall become due
and payable.

Interest bearing definitive Notes (unless otherviigcated in the applicable Final Terms)
have interest coupon€¢upong and, if indicated in the applicable Final Terriapns for further
Coupons Talons) attached on issue. Any reference herein to Coalpo coupons shall, unless the
context otherwise requires, be deemed to includefexence to Talons or talons. Definitive Notes
repayable in instalments have receif@edeipty for the payment of the instalments of principal
(other than the final instalment) attached on issue

Copies of the Deed of Covenant, the Agency Agreéntee Deed of Guarantee and the
Final Terms applicable to the Notes are availabtarfspection during normal business hours at the
specified office of each of the Paying Agents, stinat any Final Terms relating to an unlisted Note
of a Series will only be available for inspectiond Noteholder holding one or more unlisted Notes
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of that Series and such Noteholder must produdgeace satisfactory to the relevant Paying Agent
as to its identity. If the Notes are to be admiitte trading on the regulated market of the
Luxembourg Stock Exchange, the applicable FinalmBewill be published on the website of the
Luxembourg Stock Exchange_at www.bourse.lu. Afspas from time to time entitled to the benefit
of obligations under any Notes are deemed to hatieenof, and are entitled to the benefit of, hé t
provisions of the Deed of Covenant, the Agency Agrent, the Deed of Guarantee and the
applicable Final Terms, which are binding on them.

Words and expressions defined in the Deed of Catgitee Agency Agreement, the Deed
of Guarantee or used in the applicable Final Teshadl have the same meanings where used in these
Conditions unless the context otherwise requiregntess otherwise stated and provided that, in the
event of inconsistency, the applicable Final Tewillsprevail.

1. Form, Denomination and Title

The Notes are in bearer form and, in the case fifitiee Notes, serially numbered in the
Specified Currency and the Specified Denominatipm(®vided that in the case of any Notes which
are to be admitted to trading on a regulated mawk&in the European Economic Area or offered to
the public in a Member State of the European Ecand¥rea in circumstances which require the
publication of a prospectus under the Prospectusciive, the minimum Specified Denomination
shall be euro 100,000 (or its equivalent in anyeptturrency as at the date of issue of those Notes)
Notes of one Specified Denomination may not be argkd for Notes of another Denomination.

So long as the Notes are represented by a Temp@kipal Note or Permanent Global
Note and the relevant clearing system(s) so perhé, Notes will be tradeable onlg) if the
Specified Denomination stated in the relevant Fifaims is “euro 100,000 (or its equivalent in
another currency)”, in the authorised denominatioheuro 100,000 (or its equivalent in another
currency) and integral multiples of euro 100,000 its equivalent in another currency) thereafter,
or (b) if the Specified Denomination stated in the retévi@inal Terms is “euro 100,000 (or its
equivalent in another currency) and integral muég of euro 1,000 (or its equivalent in another
currency) in excess thereof’, in the minimum autbes denomination of euro 100,000 (or its
equivalent in another currency) and higher integnalitiples of euro 1,000 (or its equivalent in
another currency), notwithstanding that no defirdétiNotes will be issued with a denomination above
euro 199,000 (or its equivalent in another curréncy

Definitive Notes are issued with Coupons attachedess they are Zero Coupon Notes in
which case references to Coupons and Couponhadidérese Conditions are not applicable.

Subject as set out below, title to the Notes, R#seand Coupons will pass by delivery.
Subject as set out below, the Issuer, the Guaraaual any Paying Agent may deem and treat (and
no such person will be liable for so deeming ardting) the bearer of any Note, Receipt or Coupon
as the absolute owner thereof (whether or not aeeahd notwithstanding any notice of ownership
or writing thereon or notice of any previous losgteft thereof) for all purposes but, in the case
any global Note, without prejudice to the provisi@et out in the next succeeding paragraph.

For so long as any of the Notes is represented dgigkal Note, each person who is for the

time being shown in the records of Euroclear BaAKNS (Euroclear) or of Clearstream Banking,
SA (Clearstream, Luxembourgas the holder of a particular nominal amount okes (in which
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regard any certificate or other document issuetbroclear or Clearstream, Luxembourg as to the
nominal amount of Notes standing to the accouranyf person shall be conclusive and binding for
all purposes save in the case of manifest erral ble deemed to be the holder of such nominal
amount of Notes for all purposes other than withpeet to the payment of principal or interest an th
Notes, for which purpose the bearer of the relegiothal Note shall be deemed to be the holder of
such nominal amount of Notes in accordance with sutgject to the terms of the relevant global
Note (and the expressioN®teholderandholder of Notesand related expressions shall be construed
accordingly). Notes which are represented by aajldlote will be transferable only in accordance
with the rules and procedures for the time beingurfoclear or of Clearstream, Luxembourg, as the
case may be.

Any reference herein to Euroclear and/or Clearstfebuxembourg shall, whenever the
context so permits, except in relation to Noteaassin NGN form, be deemed to include a reference
to any additional or alternative clearance systgpraved by the Issuer, the Guarantor and the
Agent.

2. Status of the Notes

The Notes and the relative Receipts and Couponsan(yf) are direct, unconditional,
unsubordinated and (subject to Condition 4) unsstabligations of the Issuer rankipgri passu
without any preference among themselves and (duljeany applicable statutory exceptions) at
leastpari passuwith all other present and future unsecured arglibordinated obligations of the
Issuer.

3. Status of the Deed of Guarantee

The payment of principal and interest together aitrother sums payable by the Issuer in
respect of the Notes has been unconditionally amyacably guaranteed by the Guarantor. The
obligations of the Guarantor under the Deed of @nime constitute direct, unconditional,
unsubordinated and (subject to Condition 4) unsxtabligations of the Guarantor and (subject to
any applicable statutory exceptions) rgrdei passuwith all other present and future outstanding,
unsecured and unsubordinated obligations of theahter.

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

4, Negative Pledge
So long as any Note remains outstanding (as defindte Agency Agreement):
(&) neither the Issuer nor the Guarantor shallterem permit to subsist any Security
Interest (other than a Permitted Security Interegdn the whole or any part of its

present or future undertaking, assets or reverinekiding uncalled capital) to secure
any Relevant Indebtedness or any Guarantee of algvént Indebtedness; and
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(b)  the Issuer and the Guarantor shall procurertbaé of their respective Subsidiaries will
create or permit to subsist any Security Intereghegr than a Permitted Security
Interest) upon the whole or any part of its presemfuture undertaking, assets or
revenues (including uncalled capital) to secure &wglevant Indebtedness or any
Guarantee of any Relevant Indebtedness,

without at the same time or prior thereto (i) semyuthe Notes and/or, as the case may be,
the Guarantor’s obligations under the Deed of Gatasg equally and rateably therewith or
(i) providing such other security for the Notedléom, as the case may be, the Guarantor’s
obligations under the Deed of Guarantee, as mayapggoved by an Extraordinary
Resolution (as defined in the Agency Agreemeni)latieholders.

In these Conditions:

Guaranteemeans, in relation to any Indebtedness of anyoReeny obligation of another
Person to pay such Indebtedness including (withmitiation):

() any obligation to purchase such Indebtedness;

(i) any obligation to lend money, to purchasesalbscribe shares or other securities or to
purchase assets or services in order to providisftor the payment of such
Indebtedness;

(i) any indemnity against the consequences @éfault in the payment of such
Indebtedness; and

(iv) any other agreement to be responsible foh dndebtedness;

Indebtednessneans any indebtedness of any Person for monegvibed or raised including
(without limitation) any indebtedness for or inpest of:

() amounts raised by acceptance under any acuaptaedit facility;
(i) amounts raised under any note purchase fgcili

(i) the amount of any liability in respect ofdges or hire purchase contracts which would,
in accordance with applicable law and generallyept®d accounting principles, be
treated as finance or capital leases;

(iv) the amount of any liability in respect of apyrchase price for assets or services the
payment of which is deferred for a period in exa#s80 days; and

(v) amounts raised under any other transactiay@ing, without limitation, any forward
sale or purchase agreement) having the commeftat ef a borrowing;

Permitted Security Interesieans:

() inrelation to the Issuer or any of its Subariks:
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(A)

(B)

any Security Interest arising by operation @fvland in the ordinary course of
business of the Issuer or any of its Subsidiariblvdoes not (either alone or
together with any one or more other such Securitgrésts) materially impair
the operation of such business and which has rest beforced against the assets
to which it attaches; and

any Security Interest that does not fall witkinb-paragraph (A) above and that
secures Relevant Indebtedness which, when aggcegaith Relevant
Indebtedness secured by all other Security Interpstmitted under this sub-
paragraph, does not exceed euro 50,000,000 (oredtsvalent in other
currencies); and

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

(A)

(B)

(©
(D)

(E)

any Security Interest in existence on 29 Octd®99 to the extent that it secures
Relevant Indebtedness outstanding on such date;

any Security Interest arising by operation afvland in the ordinary course of
business of the Guarantor or any of its Subsidanikich does not (either alone
or together with any one or more other such Seclmterests) materially impair
the operation of such business and which has rest beforced against the assets
to which it attaches;

any Security Interest to secure Project Findbelat;

any Security Interest created in respect okRaht Indebtedness of an entity that
has merged with, or has been acquired (whetherhiolevor in part) by, the
Guarantor or any of its Subsidiaries, provided theth Security Interest:

() was in existence at the time of such mergexaguisition;

(i) was not created for the purpose of providserurity in respect of the
financing of such merger or acquisition; and

(i) is not increased in amount or otherwiseeexted following such merger or
acquisition other than pursuant to a legal or @mitral obligation
(x) which was assumed (by operation of law, agre®rme otherwise) prior
to such merger or acquisition by an entity whichsach time, was not a
Subsidiary of the Guarantor, and (y) which reméggglly binding on such
entity at the time of such merger or acquisitiarg a

any Security Interest that does not fall witkirb-paragraphs (A), (B), (C) or (D)
above and that secures Relevant Indebtedness whiedin aggregated with
Relevant Indebtedness secured by all other Seclnigrests permitted under
this sub-paragraph, does not exceed euro 50,00Q¢006 equivalent in other
currencies);
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Person means any individual, company, corporation, firpartnership, joint venture,
association, organisation, state or agency of @& staother entity, whether or not having separate
legal personality;

Project Finance Assetsneans the assets (including, for the avoidana#oabt, shares (or
other interests)) of a Project Finance Entity;

Project Finance Entitymeans any entity in which the Guarantor or anjtsoSubsidiaries
holds an interest whose only assets and businessamstituted by: (i) the ownership, creation,
development, construction, improvement, exploitativ operation of one or more of such entity’s
assets, or (ii) shares (or other interests) incdugital of other entities that satisfy limb (i) tfis
definition;

Project Finance Debtneans any Relevant Indebtedness:

0] incurred by a Project Finance Entity in respafcthe activities of such entity or another
Project Finance Entity in which it holds sharesdirer interests); or

(i) any Subsidiary formed exclusively for the pase of financing a Project Finance
Entity,

where, in each case, the holders of such Relevafebtedness have no recourse against the
Guarantor or any of its Subsidiaries (or its oiirthespective assets), except for recourse toh®) t
Project Finance Assets of such Project Financeti&sitiand (z) in the case of (ii) above only, the
Subsidiary incurring such Relevant Indebtedness.

Relevant Indebtednessieans any Indebtedness which is in the form akpresented by
any bond, note, debenture, debenture stock, laak,stertificate or other instrument which is, sr i
capable of being, listed, quoted or traded on awgksexchange or in any securities market
(including, without limitation, any over-the-countmarket);

Security Interestmeans any mortgage, charge, pledge, lien or oskeeurity interest
including, without limitation, anything analogous &ny of the foregoing under the laws of any
jurisdiction; and

Subsidiary means, in relation to any Person (fivet Persor) at any particular time, any
other Person (theecond Person

()  whose affairs and policies the first Persontoaa or has the power to control, whether
by ownership of share capital, contract, the pawexppoint or remove members of the

governing body of the second Person or otherwise; o

(i)  whose financial statements are, in accordamdth applicable law and generally
accepted accounting principles, fully consolidatétth those of the first Person.
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5.

(a)

(b)

Interest

Interest on Fixed Rate Notes

(i

(ii)

(iii)

Each Fixed Rate Note shall bear interest ondtsinal amount from, and including, the
Interest Commencement Date (which shall be the ofatesue thereof or such other
date as may be specified in the relevant Final Sglimrespect thereof at the rate per
annum (expressed as a percentage) equal to th¢sRafelnterest specified in the
relevant Final Terms and on the Maturity Date dpetiin the relevant Final Terms if
that date does not fall on an Interest Payment.Date

The first payment of interest will be made e Interest Payment Date next following
the Interest Commencement Date and, if the periawéden the Interest
Commencement Date and the first Interest Paymetd Balifferent from the periods
between Interest Payment Dates, will amount tdritiel Broken Amount specified in
the relevant Final Terms. If the Maturity Daten® an Interest Payment Date, interest
from, and including, the preceding Interest PaymBrte (or from the Interest
Commencement Date, as the case may be) to, buidixg) the Maturity Date will
amount to the final Broken Amount specified in tekevant Final Terms.

If interest is required to be calculated for aigerending other than on an Interest
Payment Date, such interest shall be calculateapplying the Rate of Interest to each
Calculation Amount, multiplying such sum by the liggble Day Count Fraction, and

rounding the resultant figure to the nearest suibairthe relevant Specified Currency,

half of any such sub-unit being rounded upwardsottierwise in accordance with

applicable market convention.

If a Fixed Coupon Amount or a Broken Amount is cfied in the applicable Final
Terms, the amount of interest payable on eachdstétayment Date will amount to the
Fixed Coupon Amount or, if applicable, the Brokema@unt so specified.

If interest is required to be calculated fiperiod of other than a full year, such interest
shall be calculated using the applicable Day Céuattion pursuant to Condition 5(e).

Interest on Floating Rate Notes

(i)

Specified Interest Payment Dates

Each Floating Rate Note bears interest on itsauting nominal amount from (and
including) the Interest Commencement Date specifidtie applicable Final Terms
and such interest will be payable in arrear on eatdrest payment date (each a
Specified Interest Payment Dafewhich (save as otherwise mentioned in these
Conditions or the applicable Final Terms) falls tmember of months or other
period specified as the Interest Period in the ieable Final Terms after the
preceding Specified Interest Payment Date or, & ¢hse of the First Interest
Payment Date, after the Interest Commencement Date.
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If a business day convention is specified in tppliaable Final Terms and if any
Specified Interest Payment Date would otherwisé dal a day which is not a
Business Day (as defined below), then, if the lrssrday convention specified is:

D in any case where Interest Periods are sedciih accordance with
Condition 5(b)(i) above, the Floating Rate Conwemtisuch Specified
Interest Payment Date shall be postponed to thé dax which is a
Business Day unless it would thereby fall into tiext calendar month, in
which event (A) such Specified Interest PaymenteDstiall be brought
forward to the immediately preceding Business Dayd gB) each
subsequent Specified Interest Payment Date shdlebéast Business Day
in the month which falls the number of months dreotperiod specified as
the Interest Period in the applicable Final Ternfierathe preceding
applicable Specified Interest Payment Date occumed

2) the Following Business Day Convention, sugecied Interest Payment
Date shall be postponed to the next day whichBasiness Day; or

3) the Modified Following Business Day Conventicuch Specified Interest
Payment Date shall be postponed to the next daghaikia Business Day
unless it would thereby fall into the next calendawnth, in which event
such Specified Interest Payment Date shall be Iofigrward to the
immediately preceding Business Day; or

(4) the Preceding Business Day Convention, symgtifed Interest Payment
Date shall be brought forward to the immediatebcpding Business Day.

Business Daymeans:

(A)

(B)

(©

in the case of a currency other than euro, y (dther than a Saturday or Sunday) on
which commercial banks and foreign exchange markettte payments in the principal
financial centre for such currency; and/or

in the case of euro, a day on which the TARGEfstem (as defined in Condition
5(b)(iv)) is operating (TARGET Business Day and/or

in the case of a currency and/or one or morsiri®ss Centres a day (other than a
Saturday or a Sunday) on which commercial banksfargign exchange markets settle
payments in such currency in the Business Centi@(s)f no currency is indicated,
generally in each of the Business Centres.

(i) Rate of Interest for Floating Rate Notes

The Rate of Interest payable from time to timeeispect of Floating Rate Notes will
be determined in the manner specified in the applecFinal Terms.
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(iii)

(iv)

ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the agglile Final Terms as the manner
in which the Rate of Interest is to be determirth@, Rate of Interest for each
Interest Period will be the relevant ISDA Rate ptusminus (as indicated in the
applicable Final Terms) the Margin (if any). Foe thurposes of this sub-paragraph
(iii), ISDA Ratefor an Interest Period means a rate equal to libetirg Rate that
would be determined by the Calculation Agent oreotperson specified in the
applicable Final Terms under an interest rate strapsaction if the Calculation
Agent or that other person were acting as Calarath\gent for that swap
transaction under the terms of an agreement incatipg the 2006 ISDA
Definitions, as published by the International Ssvamd Derivatives Association,
Inc. (thelSDA Definitions), and under which:

(A) the Floating Rate Option is as specified ia &pplicable Final Terms;
(B) the Designated Maturity is a period equalat interest Period; and

© the relevant Reset Date is either (i) if thplecable Floating Rate Option is
based on the London inter-bank offered ratBBQOR) (or, in the case of
Notes denominated or payable in euro, the Eurozoterbank market
(EURIBOR)) for a currency, the first day of that InterestriBd or (i) in
any other case, as specified in the applicablel Fiexans.

For purposes of this sub-paragraph (iijloating Rate Calculation Agent
Floating Rate Option Designated Maturityand Reset Datehave the meanings
given to those terms in the ISDA Definitions.

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

Screen Rate Determination for Floating Rate Notes

Where so specified in the applicable Final Terthg, Rate of Interest for each
Interest Period will, subject as provided belowgliber:

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

(B) the arithmetic mean (rounded if necessarhé&fourth decimal place, with

0.00005 being rounded upwards) of the offered dioots (expressed as a
percentage rate per annum),
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for deposits in the Specified Currency for thatetast Period which appears or
appear, as the case may be, on the Relevant Seeggnas at 11.00a.m. (London
time or, where the Reference Rate is EURIBOR, Bilgsime) on the Interest
Determination Date in question plus or minus (aliceted in the applicable Final
Terms) the Margin (if any), all as determined bg tbalculation Agent. If five or
more such offered quotations are available on #le\Rnt Screen Page, the highest
(or, if there is more than one such highest quatatone only of such quotations)
shall be disregarded by the Calculation Agent Far purpose of determining the
arithmetic mean (rounded as provided above) of sifelned quotations.

If the Relevant Screen Page is not available,anithe case of (A) above, no such
guotation appears or, in the case of (B) abovegerfetvan three of such offered
guotations appear, in each case as at such timé&dltulation Agent shall request
the principal London office of each of the ReferBanks (as defined below) or, in
the case of the determination of EURIBOR, the ppalcoffice of each of four
EURIBOR Reference Banks (as defined below) to methe Calculation Agent
with its offered quotation (expressed as a pergentate per annum) for deposits in
the Specified Currency for the relevant Interestideeto leading banks in the
London inter-bank market (or, in the case of themeination of EURIBOR, where
the Reference Rate of EURIBOR is used for Note®aémated or payable in euro,
the Eurozone interbank market) as at 11.00a.m. doontime or, where the
Reference Rate is EURIBOR, Brussels time) on therdst Determination Date in
guestion. If two or more of the Reference Banksasrthe case may be, EURIBOR
Reference Banks provide the Calculation Agent witkbh offered quotations, the
Rate of Interest for such Interest Period shaltheearithmetic mean (rounded as
provided above) of such offered quotations plusninus (as indicated in the
applicable Final Terms) the Margin (if any), all dstermined by the Calculation
Agent.

If on any Interest Determination Date one onlynone of the Reference Banks or,
as the case may be, EURIBOR Reference Banks, m®\tlte Calculation Agent

with such an offered quotation as provided abothe, Rate of Interest for the
relevant Interest Period shall be the rate per enwnich the Calculation Agent

determines as being the arithmetic mean (roundgut@sded above) of the rates,
as communicated to (and at the request of) theuzdilon Agent by the Reference
Banks or, as the case may be, EURIBOR ReferencksBan any two or more of

them, at which such banks were offered, as at AIn@QLondon time or, where the
Reference Rate is EURIBOR, Brussels time) on trevaat Interest Determination
Date, deposits in the Specified Currency for thevant Interest Period by leading
banks in the London inter-bank market (or, in tleesec of the determination of
EURIBOR, where the Reference Rate of EURIBOR igludse Notes denominated

or payable in euro, the Eurozone interbank many or minus (as indicated in
the applicable Final Terms) the Margin (if any) df,fewer than two of the

Reference Banks or, as the case may be, EURIBORBré&t®fe Banks, provide the
Calculation Agent with such offered rates, the &tk rate for deposits in the
Specified Currency for the relevant Interest Peradhe arithmetic mean (rounded
as provided above) of the offered rates for depasithe Specified Currency for the
relevant Interest Period, at which, on the relevatdrest Determination Date, any
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(©)

one or more banks (which bank or banks is or atetse for such purpose) informs
the Calculation Agent it is quoting to leading bsnk the London inter-bank
market (or, in the case of the determination of ER(R, the Eurozone interbank
market) (or, as the case may be, the quotationsuoh bank or banks to the
Calculation Agent) plus or minus (as indicatedhie tipplicable Final Terms) the
Margin (if any), provided that, if the Rate of Irést cannot be determined in
accordance with the foregoing provisions of thig-paragraph (iv), the Rate of
Interest shall be the sum of the Margin and thereff rate or (as the case may be)
the arithmetic mean of the offered Notes last deitged in relation to the Notes in
respect of the preceding Interest Period.

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

Reference Banksneans, in the case of (A) above, those banks whibseed rate
was used to determine such quotation when suchatijoiotlast appeared on the
Relevant Screen Page and, in the case of (B) althwse banks whose offered
guotations last appeared on the Relevant Screen\Wagn no fewer than three such
offered quotations appeared,

EURIBOR Reference Bankmeans a major bank operating in the Eurozone
interbank market anBURIBOR Reference Bankshall be construed accordingly;

Interest Determination Dateneans, with respect to a Rate of Interest anddster
Period, the date specified as such in the rele#aml Terms or, if none is so
specified, (i) the first day of such Interest Pdrid the Specified Currency is
Sterling or (ii) the second Business Day in Longoior to the commencement of
such Interest Period if the Specified Currencyagher Sterling nor euro or (iii) the
second TARGET Business Day prior to the commenceéwfesuch Interest Period
if the Specified Currency is euro; and

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

If the Reference Rate from time to time in respettFloating Rate Notes is

specified as being other than the London inter-baffdred rate (or, in the case of
Notes denominated or payable in euro, the Euromtrebank market offered rate),
the Rate of Interest in respect of such Notes vglldetermined as provided in the
applicable Final Terms.

Accrual of Interest

Each Note (or in the case of the redemption of paly of a Note, that part only of
such Note) will cease to bear interest (if any)rfrthe due date for its redemption unless,
upon due presentation thereof, payment of principaimproperly withheld or refused. In
such event, interest will continue to accrue therés well after as before any demand or
judgement) at the rate then applicable to the pa@mount of the Notes or such other rate
as may be specified in the relevant Final Termd thre date on which, upon (except in the
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(d)

(e)

case of any payment where presentation and/orrsieref the relevant Note is not required

as a precondition of payment) due presentatiom®frélevant Note, the relevant payment is
made or, if earlier (except in the case of any mymvhere presentation and/or surrender of
the relevant Note is not required as a preconditiopayment), the seventh day after the date
on which the Agent having received the funds reglito make such payment, notice is given
to the Noteholders in accordance with ConditioroflEhat circumstance (except to the extent
that there is failure in the subsequent paymemetido the relevant Noteholder).

Minimum and/or Maximum Rate of Interest

If the applicable Final Terms specify a Minimumt®af Interest for any Interest
Period then, in the event that the Rate of Intenestespect of any such Interest Period
determined in accordance with the above provisigsngess than such Minimum Rate of
Interest, the Rate of Interest for such Interesiodeshall be such Minimum Rate of Interest.
If the applicable Final Terms specify a Maximum&at Interest for any Interest Period then,
in the event that the Rate of Interest in respéciny such Interest Period determined in
accordance with the above provisions is greater shieh Maximum Rate of Interest, the Rate
of Interest for such Interest Period shall be ddelximum Rate of Interest.

Determination of Rate of Interest and Calculatadrinterest Amount

With respect to Floating Rate Notes, the CalcatatAgent will, at or as soon as
practicable after each time at which the Rate térast is to be determined, determine the
Rate of Interest and calculate the amount of istgftbelnterest Amounj payable in respect
of any Notes in respect of each Calculation Amdastspecified in the relevant Final Terms)
for the relevant Interest Period.

Each Interest Amount for Fixed Rate Notes andtiFigeRate Notes shall be calculated
by applying the Rate of Interest to each Calcutatfonount multiplying such sum by the
applicable Day Count Fraction, and rounding theltast figure to the nearest sub-unit of the
relevant Specified Currency, half of any such solioeing rounded upwards or otherwise in
accordance with applicable market convention.

Day Count Fractionmeans, in respect of the calculation of an amafinbterest on any
Note for any period of time (whether or not congiitg an Interest Period, th@alculation
Period):

0] if Actual/Actual or Actual/Actual (ISDA) is specified in the relevant Final Terms as
being applicable, the actual number of days inGa&ulation Period divided by 365
(or, if any portion of that Calculation Period faiin a leap year, the sum of (A) the
actual number of days in that portion of the Caltioh Period falling in a leap year
divided by 366; and (B) the actual number of dayghiat portion of the Calculation
Period falling in a non-leap year divided by 365);

(i) if Actual/365 (Fixed)is specified in the relevant Final Terms as beipglicable, the
actual number of days in the Calculation Periodddigt by 365;
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(iii)

(iv)

v)

if Actual/360is specified in the relevant Final Terms as beipglicable, the actual
number of days in the Calculation Period dividedB69;

if 30/36Q 360/3600r Bond Basisis specified in the relevant Final Terms as being
applicable, the number of days in the Calculatierid®l divided by 360, calculated on a

formula basis as follows:

[360 x (Y2— Y1)] + [30 X (Mz — My)] + (D2—D»)

Day Count _
Fraction

360
where:
Y. is the year, expressed as a number, in which tsted@ay of the Interest Period falls;

Y- is the year, expressed as a number, in which thendiamediately following the last
day of the Interest Period falls;

M. is the calendar month, expressed as a nhumbethichwhe first day of the Interest
Period falls;

M., is the calendar month, expressed as a number,hiohwthe day immediately
following the last day of the Interest Period falls

D; is the first calendar day, expressed as a nunalbehe Interest Period, unless such
number would be 31, in which case Will be 30; and

D, is the calendar day, expressed as a number, irategdifollowing the last day
included in the Interest Period, unless such numimend be 31 and Pis greater than
29, in which case pwill be 30;

if 30E/360 or Eurobond Basisis specified in the relevant Final Terms as being
applicable, the number of days in the Calculatierid®l divided by 360, calculated on a

formula basis as follows:

[360 x (Y2— Y1)] + [30 X (Mz — My)] + (D2—D»)

Day Count _
Fraction

360

where:
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(vi)

Y. is the year, expressed as a number, in which tsted@ay of the Interest Period falls;

Y- is the year, expressed as a number, in which thendiamediately following the last
day of the Interest Period falls;

M. is the calendar month, expressed as a nhumbethichwhe first day of the Interest
Period falls;

M, is the calendar month, expressed as a number,hiohwthe day immediately
following the last day of the Interest Period falls

D, is the first calendar day, expressed as a nunalbehe Interest Period, unless such
number would be 31, in which case Will be 30; and

D, is the calendar day, expressed as a number, irategdifollowing the last day
included in the Interest Period, unless such numimedd be 31, in which case,ill
be 30;

if 30E/360 (ISDA)is specified in the relevant Final Terms, the nembf days in the
Calculation Period divided by 360, calculated doranula basis as follows:

[360 x (Y2— Y1)] + [30 X (Mz — My)] + (D2—D»)

Day Count _

Fraction

360
where:
Y. is the year, expressed as a number, in which tsted@ay of the Interest Period falls;

Y- is the year, expressed as a number, in which thendiamediately following the last
day of the Interest Period falls;

M. is the calendar month, expressed as a humbethichwhe first day of the Interest
Period falls;

M., is the calendar month, expressed as a number,hiohwthe day immediately
following the last day of the Interest Period falls

D, is the first calendar day, expressed as a nurobéne Interest Period, unless (i) that

day is the last day of February; or (ii) such numieuld be 31, in which case; vill
be 30; and
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(f)

(9)

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

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

(@) where the Calculation Period is equal to artgn than the Determination
Period during which it falls, the actual numberdafys in the Calculation
Period divided by the product of (1) the actual bemof days in such
Calculation Period; and (2) the number of DeteritidmaPeriods in any
period of one year; and

(b)  where the Calculation Period is longer thaa Betermination Period, the
sum of:

(A) the actual number of days in such Calculafamiod falling in the
Determination Period in which it begins divided thwz product of
(1) the actual number of days in such DeterminaBeaniod; and
(2) the number of Determination Periods in anyquetof one year;
and

(B) the actual number of days in such Calculafeniod falling in the
next Determination Period divided by the produc{Dfthe actual
number of days in such Determination Period; andh@ number
of Determination Periods in any period of one year.

Rate of Interestmeans the rate of interest payable from timente tin respect of the
Notes and that is either specified or calculatech@éoordance with the provisions in the
relevant Final Terms.

Change of Interest Basis

If Change of Interest Basis is specified in thevaht Final Terms as being applicable,
the Final Terms will indicate the relevant Inter@sriods to whiclthe Fixed Rate Note
Provisions, Floating Rate Note Provisions and/anZ&oupon Note Provisions shall apply.

Notification of Rate of Interest and Interest Amiou

The Calculation Agent will cause the Rate of Intérand each Interest Amount for
each Interest Period and the relevant Interest Baymate or Specified Interest Payment
Date, as the case may be, to be notified to theetsshe Guarantor and, if the Notes are listed
on a stock exchange, quotation system or othewaeteauthority and the rules of such
exchange, quotation system or other relevant aityhep require, to any such relevant
exchange, quotation system and/or other relevahbety, and to be published in accordance
with Condition 15 as soon as possible after thetenination but (i) in no event later than
the first day of the relevant Interest Period thées, if determined prior to such time or (ii) in
all other cases, as soon as practicable but irveotdater than the fourth Business Day after
such determination. Each Interest Amount and éstePayment Date or Specified Interest

48



Payment Date, as the case may be, so notified nizsegquently be amended (or appropriate
alternative arrangements made by way of adjustmeittjout notice in the event of an
extension or shortening of the Interest Periodh#f Notes are listed on a stock exchange,
guotation system or other relevant authority ardrtlies of such exchange, quotation system
or other relevant authority so require, any suclerament will be promptly notified to any
such relevant exchange, quotation system and/er o#fevant authority.

(h)  Certificates to be final

All certificates, communications, opinions, detamations, calculations, quotations and
decisions given, expressed, made or obtained ferptirposes of the provisions of this
paragraph (b) shall (in the absence of wilful déféhad faith or manifest error) be binding on
the Issuer, the Guarantor, the Agent, the Payingnfgyand all Noteholders and (in the
absence as aforesaid) no liability to the Issiner Guarantor or the Noteholders shall attach to
the Agent in connection with the exercise or noereise by them of their powers, duties and
discretions pursuant to such provisions.

6. Redemption and Purchase
(@) Redemption at Maturity

Unless previously redeemed or purchased and dadaes specified below, each Note will
be redeemed by the Issuer, failing which the Guarat its Final Redemption Amount specified in,
or determined in the manner specified in, the @pple Final Terms in the relevant Specified
Currency on the Maturity Date specified in the aggille Final Terms (in the case of a Note other
than a Floating Rate Note) or on the Specifiedrésie Payment Date falling in the Redemption
Month specified in the applicable Final Terms (ive tcase of a Floating Rate Note). Such Final
Redemption Amount in respect of any Note shalltbeiincipal amount or such higher amount as
may be specified in the relevant Final Terms.

(b) Redemption for Tax Reasons

If, in relation to any Series of Notes (i) as autesf any change in the laws or regulations of
The Netherlands or the Kingdom of Spain, as apiplegeor of any political subdivision thereof or
any authority or agency therein or thereof havingver to tax or in the interpretation or
administration of any such laws or regulations WHiecomes effective on or after the date of issue
of such Notes or any earlier date specified in Eeal Terms the Issuer or the Guarantor, as
applicable, would be required to pay additional ante as provided in Condition 10 and (ii) such
circumstances are evidenced by the delivery bylskeer or the Guarantor, as applicable, to the
Agent of a certificate signed by four managing clioes of the Issuer or two directors of the
Guarantor, as applicable, stating that the salioistances prevail and describing the facts leading
thereto and an opinion of independent legal advisérecognised standing to the effect that such
circumstances prevail, the Issuer may, at its optind having given no less than 30 nor more than
60 days’ notice (ending, in the case of Notes whiehr interest at a floating rate, on a day upon
which interest is payable) to the Noteholders icoadance with Condition 15 (which notice shall be
irrevocable), redeem all (but not some only) of dlstanding Notes comprising the relevant Series
at their early tax redemption amount (tBarly Redemption Amount Tax(which shall be their
principal amount (or at such other Early Redempthonount Tax) as may be specified in or
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determined in accordance with the relevant FinainiBg less, in the case of any Instalment Note, the
aggregate amount of all instalments that shall leeeome due and payable in respect of such Note
prior to the date fixed for redemption under arfyeotCondition (which amount, if and to the extent
not then paid, remains due and payable), togetltér accrued interest (if any) thereon, provided,
however, that no such notice of redemption may ibengearlier than 90 days (or, in the case of
Notes which bear interest at a floating rate a remad days which is equal to the aggregate of the
number of days falling within the then current net period applicable to the Notes plus 60 days)
prior to the earliest date on which the Issuether@uarantor, as applicable, would be obliged o pa
such additional amounts were a payment in resgehedNotes then due.

(c) Redemption at the Option of the Issuer

If a Call Option is specified in the relevant Fiffarms as being applicable, the Issuer may,
having (unless otherwise specified in the appliegfihal Terms) given not more than 60 nor less
than 30 days’ notice to the Agent and, in accordawith Condition15, the Noteholders (which
notice shall be irrevocable), redeem all or somg ohthe Notes then outstanding on the Optional
Redemption Date(s) and at the Optional Redemptiotount(s) specified in, or determined in the
manner specified in, the applicable Final Termstoer, if applicable, with interest accrued to (but
excluding) the relevant Optional Redemption Datds}he event of a redemption of some only of
the Notes, such redemption must be of a nominaluaioeing the Minimum Redemption Amount
or a Maximum Redemption Amount, both as indicatethe applicable Final Terms. In the case of a
partial redemption of definitive Notes, the Notesbe redeemed will be selected individually by lot,
subject to compliance with applicable law and thkeg of each listing authority, stock exchange
and/or quotation system (if any) by which the Nokese then been admitted to listing, trading
and/or quotation, not more than 60 days prior éodéate fixed for redemption and a list of the Notes
called for redemption will be published in accorcanvith Condition 15 not less than 30 days prior
to such date. In the case of a partial redemptidviotes which are represented by a global Note, the
relevant Notes will be selected in accordance wfite rules of Euroclear and/or Clearstream,
Luxembourg (to be reflected in the records of El@acand Clearstream, Luxembourg as either a
pool factor or a reduction in nominal amount, a&irtlliscretion).

(d) Residual Maturity Call Option

If a Residual Maturity Call Option is specifiedtime relevant Final Terms as being applicable,
the Issuer may, on giving not less than 15 nor ntben 30 days’ irrevocable notice to the
Noteholders in accordance with Condition 15 (whiottice shall specify the date fixed for
redemption (thd&Residual Maturity Call Option Redemption D3gbe redeem all (but not only some)
of the outstanding Notes comprising the relevanieSeat their principal amount together with
interest accrued to, but excluding, the date fikedredemption, which shall be no earlier than
(i) three months before the Maturity Date in respddNotes having a maturity of not more than ten
years or (i) six months before the Maturity Dateéspect of Notes having a maturity of more than
ten years.

For the purpose of the preceding paragraph, therimabf not more than ten years or the

maturity of more than ten years shall be determasetfom the Issue Date of the first Tranche of the
relevant Series of Notes.
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All Notes in respect of which any such notice igegi shall be redeemed on the date specified
in such notice in accordance with this Condition.

(e) Redemption following a Substantial Purchase Event

If a SubstantialPurchase Event is specified in the Final Terms engbapplicable and a
Substantial Purchase Event has occurred and isnoorg, then the Issuer may, subject to having
given not less than 15 nor more than 30 days’ adtiche Agent, and, in accordance with Condition
15, the Noteholders (which notice shall be irrevdden redeem the Notes comprising the relevant
Series in whole, but not in part, in accordancénwhiese Conditions at any time, in each case at the
principal amount, together with any accrued andaithjinterest up to (but excluding) the date of
redemption.

All Notes in respect of which any such notice igegi shall be redeemed on the date specified
in such notice in accordance with this Condition.

a Substantial Purchase Evenshall be deemed to have occurred if at least 80cpat. of the
aggregate principal amount of the Notes of thevesie Series originally issued (which for these
purposes shall include any further Notes of thees&eries issued subsequently) is purchased by the
Issuer, the Guarantor or any Subsidiary of the &uar (and in each case is cancelled in accordance
with Condition 6(e));

()] Make-Whole Redemption

If a Make-Whole Redemption is specified in the valg Final Terms as being applicable,
then the Issuer may, subject to compliance withieddlvant laws, regulations and directives and on
giving not less than 15 nor more than 30 days’ceotio the Agent, and, in accordance with
Condition 15, the Noteholders redeem the Notes cigimg the relevant Series, in whole or in part,
at any time or from time to time (but no later ththe Residual Maturity Call Option Redemption
Date (as defined in Condition 6(d) above) if apgtie), prior to their Maturity Date (thelake-
Whole Redemption Dajeat their Make-Whole Redemption Amount (as defibebbw).

In the case of a partial redemption of Notes, tlogehlto be redeemeBRédeemed Notgsvill
() in the case of Redeemed Notes representedfinitile Notes, be selected individually by lot,tho
more than 30 days prior to the date fixed for regaion and (ii) in the case of Redeemed Notes
represented by a global Note, be selected in aanoed with the rules of Euroclear and/or
Clearstream, Luxembourg (to be reflected in thenmds of Euroclear and Clearstream, Luxembourg
as either a pool factor or a reduction in nomirmabant), in each case of (i) and (ii) above, always
subject to compliance with any applicable laws atmtk exchange requirements. In the case of
Redeemed Notes represented by definitive Notegst afl the serial numbers of such Redeemed
Notes will be published in accordance with Conditiid not less than 15 days prior to the date fixed
for redemption.

Make-Whole Redemption Amounineans in respect of any Notes to be redeemed auram
calculated by, at the election of the Issuer, thgemt or a leading investment, merchant or
commercial bank appointed by the Issuer for theogaes of calculating the relevant Make-Whole
redemption amount, and notified to the Noteholderaccordance with Condition 15, equal to the
greater of (x) 100 per cent. of the nominal amafrthe Notes so redeemed and, (y) the sum of the

51



then present values of the remaining scheduled eatgrof principal and interest on such Notes (not
including any interest accrued on the Notes to,gxatuding, the relevant Make-Whole Redemption

Date) discounted to the relevant Make-Whole RedempDate on an annual basis at the Make-
Whole Redemption Rate (specified in the relevam@aFiTrerms) plus a Make-Whole Redemption

Margin (specified in the relevant Final Terms),glo each case of (x) and (y) above, any interest
accrued on the Notes to, but excluding, the MakesM/Redemption Date.

(9) Redemption at the Option of the Noteholders

If a Put Option is specified in the relevant Fif@drms as being applicable, upon any
Noteholder giving to the Issuer and the Guaramt@ccordance with Condition 15 not more than 60
nor less than 30 days’ notice (which notice shalirbevocable), the Issuer will, upon the expiry of
such notice, redeem subject to, and in accordariite the terms specified in the applicable Final
Terms in whole (but not in part) such Note on thgti@hal Redemption Date and at the Optional
Redemption Amount specified in, or determined ia thanner specified in, the applicable Final
Terms together, if applicable, with interest acdrue (but excluding) the relevant Optional
Redemption Date.

(h) Redemption at the Option of the Noteholders up@hange of Control

If a Change of Control Put Option is specifiedhie televant Final Terms as being applicable
and a Change of Control occurs and, during the @darf Control Period, a Rating Downgrade
occurs (together, @hange of Control Event each holder of Notes will have the option (@leange
of Control Put Optior) to require the Issuer to redeem or, at the Issumstion, to procure the
purchase of such Notes on the Change of ControeRption Date at the Change of Control
Redemption Amount.

A Change of Controlshall be deemed to have occurred at each timeathatperson or persons
acting in concertRelevant Personsor any person or persons acting on behalf of drelevant
Persons, acquire(s) control, directly or indireadfythe Guarantor.

control means: (a) the acquisition or control of more tB@nper cent. of the voting rights of the
issued share capital of the Guarantor; or (b) the right to appoint and/or remove all or the majority of
the members of the Guarantor’'s Board of Directarsotiier governing body, whether obtained
directly or indirectly, whether obtained by ownepsbf share capital, the possession of voting sght
contract or otherwise.

Change of Control Periodneans the period commencing on the date on whiehealevant Change
of Control occurs or the date of the first relevédtential Change of Control Announcement,
whichever is the earlier, and ending on the datehvis 90 days after the date of the occurrence of
the relevant Change of Control.

Potential Change of Control Announcememheans any public announcement or statement by the
Issuer or any actual or bona fide potential bidé&ting to any potential Change of Control.

Rating Agencymeans any of the following: (a) Standard & Po®&&ting Services, a division of The
McGraw Hill Companies, Inc.S&P); (b) Moody’s Investors Service Limited Moody’s); (¢) Fitch
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Ratings Ltd Fitch Rating9); or (d) any other credit rating agency of equivalent international standing
specified from time to time by the Issuer and,aclecase, their respective successors or affiliates

A Rating Downgradeshall be deemed to have occurred in respect dfam@e of Control if, within
the Change of Control Period, the rating previowsgigned to the Guarantor is lowered by at least
two full rating notches (by way of example, BB+ B®-, in the case of S&P) (downgradg or
withdrawn, in each case, by the requisite numbeRaifng Agencies (as defined below), and is not,
within the Change of Control Period, subsequenthgraded (in the case of a downgrade) or
reinstated (in the case of a withdrawal) to itdieacredit rating or better, such that there idomger

a downgrade or withdrawal by the requisite numhbfeRating Agencies. For these purposes, the
requisite number of Rating Agencieshall mean (i) at least two Rating Agencies, tiffree time of
the rating downgrade or withdrawal, three or moeagifiR) Agencies have assigned a credit rating to
the Guarantor, or (ii) at least one Rating Agenfyat the time of the rating downgrade or
withdrawal, fewer than three Rating Agencies haggned a credit rating to the Guarantor.

Notwithstanding the foregoing, no Rating Downgrafeall be deemed to have occurred in respect of
a particular Change of Control if (a) following $ua downgrade, the Guarantor is still assigned an
Investment Grade Rating by one or more of the Raligencies effecting the downgrade, or (b) the
Rating Agencies effecting the downgrade or withdnawtheir rating do not publicly announce or
otherwise confirm in writing to the Issuer that lsweduction or withdrawal was the result, in whole
or part, of any event or circumstance comprisedinarising as a result of, or in respect of, the
applicable Change of Control.

Investment Grade Ratingneans: (1) with respect to S&P, any of the caiegdrom and including
AAA to and including BBB-or equivalent successor categories); (2) with respect to Moody’s, any of
the categories from and including Aaa to and including Baa3 (or equivalent successor categories); (3)
with respect to Fitch Ratings, any of the categofiem and including AAA to and including BBB-
(or equivalent successor categories); and (4) with respect to any other credit rating agency of
equivalent international standing specified fromdito time by the Issuer, a rating that is equivale
to, or better than, the foregoing.

Change of Control Redemption Amoumbeans an amount equal to par plus interest ac¢oubdt
excluding the Change of Control Redemption Date.

Promptly upon the Issuer becoming aware that a @hah Control Event has occurred, the Issuer
shall give notice (&Change of Control Event Notigeto the Agent, the Paying Agents and the
Noteholders in accordance with Condition 15 spéuifithe nature of the Change of Control Event
and the circumstances giving rise to it and thecgaare for exercising the Change of Control Put
Option, as well as the date upon which the Putolldias defined below) will end and the Change of
Control Redemption Date (as defined below).

To exercise the Change of Control Put Option tairegredemption or, as the case may be, purchase
of a Note under this section, the holder of thateNuust transfer or cause to be transferred iteNot
to be so redeemed or purchased to the account &fahing Agent specified in the Put Option Notice
for the account of the Issuer within the periode(But Period of 45 days after the Change of
Control Event Notice is given together with a dalgned and completed notice of exercise in the
form (for the time being current) obtainable frohe tspecified office of any Paying Agent Pat
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Option Noticg and in which the holder may specify a bank actoarvhich payment is to be made
under this section.

The Issuer shall redeem or, at the option of theds procure the purchase of the Notes in regpect
which the Change of Control Put Option has beeiulya¢xercised as provided above, and subject to
the transfer of such Notes to the account of thgingaAgent for the account of the Issuer as
described above on the date which is the fifth Bess Day following the end of the Put Period (the
Change of Control Redemption Date Payment in respect of any Note so transferriddoa made

in the relevant Specified Currency to the holdahrelevant Specified Currency denominated bank
account in the Put Option Notice on the Changeaft®| Redemption Date via the relevant account
holders.

If 80 per cent. or more in principal amount of thietes outstanding of a Series at the beginning of
the Change of Control Period have been redeempdrohased pursuant to the foregoing provisions
of this Condition 6(h), the Issuer may, at its option not less than five nor more than 10 Business
Days’ notice to the Noteholders given in accordawith Condition 15 within 60 days after the
Change of Control Redemption Date, redeem orsaiption, purchase (or procure the purchase of)
all (but not some only) of the remaining Notes lwditt Series, each at par together with (or, where
purchased, together with an amount equal to) istesecrued to (but excluding) the date of such
redemption or purchase.

0] Early Redemption Amounts

For the purposes of paragraph (b) above and Gondii0, Zero Coupon Notes will be
redeemed at an amount equal to the sum of:

(A) the Reference Price specified in the applica&bital Terms; and
(B) the product of the Accrual Yield specified hretapplicable Final Terms (compounded
annually) being applied to the Reference Price fland including) the Issue Date to
(but excluding) the date fixed for redemption os (he case may be) the date upon
which such Note becomes due and repayable,
or such other amount as is provided in the applickmal Terms.
Where any calculation of an early redemption arh@uto be made for a period which is not
a whole number of years, the calculation in respéttie period of less than a full year shall belena
on the basis of a 360-day year consisting of 12 th®iwf 30 days each and, in the case of an
incomplete month, the number of days elapsed.

()] Instalments

If the Notes are repayable in instalments, they vélrepaid in the Instalment Amounts and
on the Instalment Date specified in the applic&ital Terms.
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(K) Purchases

The Issuer, the Guarantor or any Subsidiary ofGluarantor may at any time purchase
Notes (together, in the case of definitive Notesthwall unmatured Receipts and Coupons
appertaining thereto) in any manner and at anyepticthe case of a purchase by tender, such tender
must be made available to all Noteholders alikbe T&suer, the Guarantor or any Subsidiary of the
Guarantor will be entitled to hold and deal withtéso purchased as the Issuer, the Guarantor or
the relevant Subsidiary of the Guarantor thinks fit

)] Cancellation

All Notes which are redeemed in full will forthwitbe cancelled and Notes which are
purchased by or on behalf of the Issuer, the Gtaran any Subsidiary of the Guarantor may, at the
election of the Issuer, be cancelled (togethemithecase with all unmatured Receipts and Coupons
attached thereto or delivered therewith). Notashmsed by or on behalf of the Issuer, the Guaranto
or any Subsidiary of the Guarantor may not be weidsor resold other than to the Issuer, the
Guarantor or any Subsidiary of the Guarantor.

(m) Late Payment on Zero Coupon Notes

If the amount payable in respect of any Zero Couote upon redemption of such Zero
Coupon Note pursuant to paragraph (a), (b), (¢epabove or upon its becoming due and repayable
as provided in Condition 11 is improperly withhaid refused, the amount due and repayable in
respect of such Zero Coupon Note shall be the atrealoulated as provided in paragraph (e) above
as though the references therein to the date fimededemption or the date upon which the Zero
Coupon Note becomes due and repayable were repigoederences to the date which is the earlier
of:

(1) the date on which all amounts due in respeth®fZero Coupon Note have been paid,;
and

(2) the date on which the full amount of the monpgyable has been received by the
Agent and notice to that effect has been givercaoadance with Condition 15.

7. Payments
(@) Method of Payment
Subject as provided below:
0] payments in a currency other than euro willrbade by transfer to an account in the
relevant Specified Currency maintained by the payéh, or by a cheque in such
Specified Currency drawn on, a bank in the princiipencial centre of the country of

such Specified Currency; and

(i)  payments in euro will be made by transfer tewmo account (or any other account to
which euro may be credited or transferred) maiet@diby the payee with a bank in the
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principal financial centre of any Participating Meen State of the European
Communities.

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

In these Conditions:
Eurozonemeans the zone comprising the Participating MerSietes;

Participating Member Statemeans a Member State of the European Communitigs t
adopts or has adopted the euro as its lawful cayrenaccordance with the Treaty; and

Treaty means the Treaty establishing the European Contiesyras amended.
(b) Presentation of Notes, Receipts, Coupons and $alon

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

Payments of instalments (if any) of principal, ottien the final instalment, will (subject as
provided below) be made against presentation arréraler of the relevant Receipt. Each Receipt
must be presented for payment of the relevantimstat together with the definitive Note to which it
appertains. Receipts presented without the defeiotes to which they appertain do not constitute
valid obligations of the Issuer. Upon the datevdnich any definitive Note becomes due and
repayable, unmatured Receipts (if any) appertaittiegeto (whether or not attached) shall become
void and no payment shall be made in respect thereo

Fixed Rate Notes in definitive form should be pr#sd for payment together with all
unmatured Coupons appertaining thereto (which esja shall for this purpose include Coupons
falling to be issued on exchange of matured Talda#gihg which the amount of any missing
unmatured Coupon (or, in the case of payment niotgbeade in full, the same proportion of the
amount of such missing unmatured Coupon as the swurpaid bears to the sum due) will be
deducted from the sum due for payment. Each amafuptincipal so deducted will be paid in the
manner mentioned above against surrender of tldivelmissing Coupon at any time before the
expiry of ten years after the Relevant Date (amddfin Condition 10) in respect of such principal
(whether or not such Coupon would otherwise hawaime void under Condition 14) or, if later,
five years from the date on which such Coupon watierwise have become due. Upon any Fixed
Rate Note becoming due and repayable prior to idulity Date, all unmatured Talons (if any)
appertaining thereto will become void and no furtBeupons will be issued in respect thereof.

Upon the date on which any Floating Rate Note ifindize form becomes due and
repayable, unmatured Coupons and Talons (if argjimg thereto (whether or not attached) shall
become void and no payment or, as the case magxbleange for further Coupons shall be made in
respect thereof.
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If the due date for redemption of any definitivet®l@ not an Interest Payment Date or a
Specified Interest Payment Date, interest (if aagfrued in respect of such Note from (and
including) the preceding Interest Payment Date mec8ied Interest Payment Date or, as the case
may be, the Interest Commencement Date shall babt@ynly against surrender of the relevant
definitive Note.

Payments of principal and interest (if any) in exgtpof Notes represented by any global
Note will (subject as provided below) be made im thenner specified above in relation to definitive
Notes and otherwise in the manner specified inrghevant global Note, against presentation or
surrender, as the case may be, of such global (Ndtés not intended to be issued in NGN formj, a
the specified office of the Agent. A record of egayment made against presentation or surrender
of such global Note, distinguishing between anynpayt of principal and any payment of interest,
will be made on such global Note by the Agent amthgecord shall bprima facieevidence that the
payment in question has been made.

The holder of the relevant global Note shall bedhly person entitled to receive payments
in respect of Notes represented by such global Idot the Issuer or, as the case may be, the
Guarantor will be discharged by payment to, orh® order of, the holder of such global Note in
respect of each amount so paid. Each of the persbown in the records of Euroclear or
Clearstream, Luxembourg as the holder of a pasicubminal amount of Notes must look solely to
Euroclear or Clearstream, Luxembourg, as the casebm, for his share of each payment so made
by the Issuer or, as the case may be, the Guaremtor to the order of, the holder of the relevant
global Note. No person other than the holder efrgievant global Note shall have any claim against
the Issuer or, as the case may be, the Guarantespect of any payments due on that global Note.

Payments of interest in respect of the Notes wvélhtade at the specified office of a Paying
Agent in the United States (which expression, &l userein, means the United States of America
(including the States and the District of Columbis, territories, its possessions and other areas
subject to its jurisdiction)) if:

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

(i)  payment of the full amount of such interessath specified offices outside the United
States is illegal or effectively precluded by exufpa controls or other similar
restrictions; and

(i)  such payment is then permitted under Unitedt&s law without involving, in the
opinion of the Issuer and the Guarantor, adversedasequences to the Issuer.

(c) Redenomination
The Issuer may, without the consent of the Notedrsldr the holders of related Receipts or
Coupons on giving at least 30 days’ prior noticéh® Noteholders in accordance with Condition15,

elect that, with effect from the Redenomination édapecified in the notice, the Notes shall be
redenominated in euro. The election will have @&fées follows:
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(i each Specified Denomination will be deemedealbnominated in such amount of euro
as is equivalent to its denomination in the SpedifCurrency at the Established Rate,
subject to such provisions (if any) as to roundiagd payments in respect of fractions
consequent on rounding) as the Issuer may decit®,aa may be specified in the
notice;

(i)  after the Redenomination Date, all paymentsespect of the Notes, the Receipts and
the Coupons will be made solely in euro, includpayments of interest in respect of
periods before the Redenomination Date, as thoefgrences in the Notes to the
Specified Currency were to euro; and

(i)  such changes shall be made to these Conditianthe Issuer may decide and as may be
specified in the notice, to conform them to coniard then applicable to instruments
denominated in euro or to enable the Notes to beatimlated with one or more issues
of other notes, whether or not originally denom&abin the Specified Currency or euro.

(d) Exchangeability

The Issuer may without the consent of the Notehelde the holders of related Receipts or
Coupons, on giving at least 30 days’ prior notéhe Noteholders in accordance with Condition 15,
elect that, with effect from the Redenominationéatt such later date for payment of interest under
the Notes as it may specify in the notice, the Blateall be exchangeable for Notes expressed to be
denominated in euro in accordance with such arraagés as the Issuer may decide and as may be
specified in the notice, including arrangementseunthich Receipts and Coupons unmatured at the
date so specified become void.

In this Condition, the following expressions hake following meanings:

Established Ratemeans the rate for conversion of the Specifiedré&my (including
compliance with rules relating to roundings in ademce with applicable European Community
regulations) into euro established by the Courfdhe European Union pursuant to Article 109(4) of
the Treaty; and

Redenomination Dateneans any date for payment of interest under tited\specified by the
Issuer which falls on or after the date on whiah tbuntry of the Specified Currency participates in
European Economic and Monetary Union pursuantedrteaty.

(e) Payment Day

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

0] a day (other than a Saturday or a Sunday) dohwbanks are open for business in

(A) the relevant place of presentation; and
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(ii)

(B) any Additional Financial Centre specified irthpplicable Final Terms; and

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

()] Interpretation of Principal and Interest

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

(i

(ii)
(ii)
(iv)
(v)
(vi)

any additional amounts which may be payablénwétspect to principal under Condition
10;

the Final Redemption Amount of the Notes;

the Early Redemption Amount of the Notes;

the Optional Redemption Amount(s) (if any)tbé Notes;

in relation to Notes redeemable in instalmetits,Instalment Amounts; and

any premium and any other amounts which mayé#gable under or in respect of the
Notes.

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

8. Agent and Paying Agents

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

The Issuer and the Guarantor are entitled to vatgroninate the appointment of any Paying
Agent and/or appoint additional or other Paying #tgeand/or approve any change in the specified
office through which any Paying Agent acts, proddeat:

(i)

(ii)

so long as the Notes are admitted to listimgding and/or quotation by any listing
authority, stock exchange and/or quotation systhere will at all times be a Paying
Agent with a specified office in such place as nimy required by the rules and
regulations of the relevant listing authority, #@xchange and/or quotation system;

there will at all times be a Paying Agent withspecified office acting in continental
Europe;
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(i)  there will at all times be an Agent; and

(iv) each of the Issuer and the Guarantor will eaghat it maintains a Paying Agent in a
Member State of the European Union that will nobbiged to withhold or deduct tax
pursuant to European Council Directive 2003/48/BCany law implementing or
complying with, or introduced in order to conforay such Directive.

In addition, the Issuer and the Guarantor shalhfeith appoint a Paying Agent having a
specified office in New York City in the circumstas described in the final paragraph of Condition
7(b). Any variation, termination, appointment tiaage shall only take effect (other than in theecas
of insolvency, when it shall be of immediate effeatter not less than 30 nor more than 45 days’
prior notice thereof shall have been given to thetelNolders in accordance with Condition 15
provided that no such variation, termination, appoent or change shall take effect (except in the
case of insolvency) within 15 days before or aéiry 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 Speédnterest Payment Date, as appropriate,
on which the final Coupon comprised in any Couplo@et matures, the Talon (if any) forming part
of such Coupon sheet may be surrendered at thdisgeaffice of the Agent or any Paying Agent in
exchange for a further Coupon sheet including (i€hs further Coupon sheet does not include
Coupons to (and including) the final date for tlagmpent of interest due in respect of the Notes to
which it appertains) a further Talon, subject te gnovisions of Condition13. Each Talon shall, for
the purposes of these Conditions, be deemed taenatuthe Interest Payment Date or the Specified
Interest Payment Date (as the case may be) on vihelinal Coupon comprised in the relative
Coupon sheet matures.

10. Taxation

All amounts payable (whether in respect of printip@demption amount, interest or
otherwise) in respect of the Notes will be madee femd clear of and without withholding or
deduction for or on account of any present or fittaxes, duties, assessments or governmental
charges of whatever nature imposed or levied bgndoehalf of The Netherlands or the Kingdom of
Spain, as the case may be, or any political sukidivithereof or any authority or agency therein or
thereof having power to tax, unless the withholdingleduction of such taxes, duties, assessments or
governmental charges is required by law or requneduant to an agreement described in section
1471(b) of the Code. In that event, the Issuelinfaiwhich the Guarantor, will pay such additional
amounts as may be necessary in order that thenmairds receivable by any Noteholder after such
withholding or deduction shall equal the respectiveounts which would have been receivable by
such Noteholder in the absence of such withholdingleduction; except that no such additional
amounts shall be payable in relation to any paynmergspect of any Notes or Coupon:

0] to, or to a third party on behalf of, a Noted who is liable to such taxes, duties,
assessments or governmental charges in respeattofdotes by reason of his having
some connection with The Netherlands or, as agpgé¢cdhe Kingdom of Spain other
than the mere holding of such Notes or Coupon; or
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(i)  presented for payment more than thirty dayterathe Relevant Date, except to the
extent that the relevant Noteholder would have legeitled to such additional amounts
on presenting the same for payment on the expisuol period of thirty days; or

(i) in case of unlisted notes, where such waitling or deduction of taxes, duties,
assessments or governmental charges of whatsoaewarens imposed, withheld or
deducted by reason of the Noteholder failing to glgnwith the Guarantor’s request
addressed to the Noteholder to provide a validfiwate of tax residence duly issued
by the tax authorities of the country of tax resie of the Noteholder (or any other
form of declaration, claim, certificate, documemt aiher evidence required by the
relevant taxing authority from time to time), whidche Noteholder is required to
provide by the applicable tax laws and regulatiohthe relevant taxing authority as a
precondition to exemption from deduction or wittding of, taxes, duties, assessments
or governmental charges of whatsoever nature ingpdse such relevant taxing
authority; or

(iv)  where such withholding or deduction is reqdifgrsuant to an agreement described in
Section 1471(b) of the Code or otherwise imposedyant to Sections 1471 through
1474 of the Code, any regulations or agreementsuheer, any official interpretations
thereof, or any law implementing an intergovernratapproach thereto.

For the purposes of these Conditions, Redevant Datemeans, in respect of any payment, the
date on which such payment first becomes due apdbe, but if the full amount of the moneys
payable has not been received by the Agent onior { such due date, it means the first date on
which, the full amount of such moneys having beemeseived and being available for payment to
Noteholders, notice to that effect shall have bdidi given to the Noteholders of the relevant Serie
in accordance with Condition 15.

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

Any reference in these Conditions to principalemagtion amount and/or interest in respect of

the Notes shall be deemed also to refer to anytiaddl amounts which may be payable under this
Condition 10.

11. Events of Default

The following events or circumstances (eaclesant of Defaul} shall be acceleration events
in relation to the Notes of any Series, namely:

(@) Non-paymentthe Issuer fails to pay any amount of principakéspect of the Notes

within 7 days of the due date for payment theredtibs to pay any amount of interest
in respect of the Notes within 14 days of the daie dor payment thereof; or
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(b)

(©)

(d)

(e)

(f)

Breach of other obligationsthe Issuer or the Guarantor defaults in the perdoca or
observance of any of its other obligations undeinaespect of the Notes or the Deed
of Guarantee and such default remains unremedie@®Godays after written notice
thereof, addressed to the Issuer and the Guardmytoany Noteholder, has been
delivered to the Issuer and the Guarantor or tepeeified office of the Agent; or

Cross-default of the Issuer, the Guarantor or a Rcipal Subsidiary (i) any Relevant
Indebtedness (as defined in Condition 4) of theidssthe Guarantor or any of their
respective Principal Subsidiaries is not paid wHaa or (as the case may be) within
any originally applicable grace period; (ii) anychlRelevant Indebtedness becomes (or
becomes capable of being declared) due and payahde to its stated maturity
otherwise than at the option of the Issuer, ther&uar or (as the case may be) the
relevant Principal Subsidiary or (provided that mwent of default, howsoever
described, has occurred) any person entitled tb Raetevant Indebtedness; or (iii) the
Issuer, the Guarantor or any of their respectivacifral Subsidiaries fails to pay when
due any amount payable by it under any GuaranteangfRelevant Indebtedness,
provided that the amount of Relevant Indebtedne$srned to in sub-paragraph (i)
and/or sub-paragraph (ii) above and/or the amowyalge under any Guarantee
referred to in sub-paragraph (iii) above individyalr in the aggregate exceeds euro
50,000,000 (or its equivalent in any other curreoicgurrencies); or

Unsatisfied judgementone or more judgement(s) or order(s) for the paymémany
amount is rendered against the Issuer, the Guarantmy of their respective Principal
Subsidiaries (if any) and continue(s) unsatisfiad anstayed for a period of 30 days
after the date(s) thereof or, if later, the datren specified for payment; or

Security enforceda secured party takes possession, or a receiveragen or other
similar officer is appointed, of the whole or angripof the undertaking, assets and
revenues of the Issuer, the Guarantor or any af tbepective Principal Subsidiaries (if
any); or

Insolvency etc (i) the Issuer, the Guarantor or any of their refipe Principal
Subsidiaries (if any) becomes insolvent, is adjaidid bankrupt (or applies for an order
of bankruptcy) or is unable to pay its debts ay thadl due, (i) an administrator or
liquidator of the Issuer, the Guarantor or anyh#fiit respective Principal Subsidiaries
(if any) or of the whole or any part of the undkita, assets and revenues of the Issuer,
the Guarantor or any of their respective Princtpalbsidiaries (if any) is appointed (or
application for any such appointment is made)), {fie Issuer, the Guarantor or any of
their respective Principal Subsidiaries (if anyjes any action for a readjustment or
deferment of any of its obligations or makes a g@lresssignment or an arrangement or
composition with or for the benefit of its credigoor declares a moratorium in respect
of any of its Indebtedness or any Guarantee ofladgbtedness given by it or (iv) the
Issuer, the Guarantor or any of their respectiveciyal Subsidiaries (if any) ceases or
threatens to cease to carry on all or substantillgf its business (otherwise than, in
the case of a Principal Subsidiary of the Issuear(y) or a Principal Subsidiary of the
Guarantor (other than the Issuer), for the purpo$es pursuant to an amalgamation,
reorganisation or restructuring whilst solvent); or
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() Winding up etc an order is made or an effective resolution is géger the winding
up, liquidation or dissolution of the Issuer, theaEantor or any of their respective
Principal Subsidiaries (if any) (otherwise thanthie case of a Principal Subsidiary of
the Issuer (if any) or a Principal Subsidiary o tBuarantor, for the purposes of or
pursuant to an amalgamation, reorganisation orusiring whilst solvent); or

(h)  Analogous eventany event occurs which under the laws of The N&hds or the
Kingdom of Spain has an analogous effect to anp@®vents referred to in paragraphs
(d) to (g) above including, but not limited tsurseance van betalingnd concurso
respectively; or

0] Failure to take action etcany action, condition or thing at any time requitedoe
taken, fulfilled or done in order (i) to enable tlssuer and the Guarantor lawfully to
enter into, exercise their respective rights arfopa and comply with their respective
obligations under and in respect of the Notes aepdXeed of Guarantee, (ii) to ensure
that those obligations are legal, valid, bindingl amforceable and (iii) to make the
Notes, the Receipts, the Coupons and the Guarauesssible in evidence in the
courts of The Netherlands and the Kingdom of Sjgirot taken, fulfilled or done; or

()] Unlawfulness it is or will become unlawful for the Issuer or t@aiarantor to perform
or comply with any of its obligations under or iespect of the Notes or the Deed of
Guarantee; or

(k) Deed of Guarantee not in forceahe Deed of Guarantee is not (or is claimed by the
Guarantor not to be) in full force and effect; or

)] Controlling shareholder the Issuer ceases to be wholly-owned and contrdliethe
Guarantor.

If any Event of Default shall occur in relationdoy Series of Notes, any Noteholder of the
relevant Series may, by written notice to the Issuel the Guarantor, at the specified office of the
Agent, declare that such Note and (if the Notenisrest-bearing) all interest then accrued on such
Note shall be forthwith due and payable, whereuihensame shall become immediately due and
payable at its early termination amount (Esely Termination Amounj (which shall be its principal
amount or such other Early Termination Amount ay b specified in or determined in accordance
with the relevant Final Terms) less, in the casarof Instalment Note, the aggregate amount of all
instalments that shall have become due and payablespect of such Note under any other
Condition prior to the date fixed for redemptionhfgh amount, if and to the extent not then paid,
remains due and payable), together with all intefiésany) accrued thereon without presentment,
demand, protest or other notice of any kind, alivbich the Issuer will expressly waive, anything
contained in such Notes to the contrary notwittditagy unless, prior thereto, all Events of Default
respect of the Notes of the relevant Series shatk lbeen cured.

In these Conditions:

Gas Natural Fenosa Groupneans the Guarantor and its Subsidiaries from tintiene; and
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Principal Subsidiary means, at any time, a Subsidiary of the Guarantmse total assets,
income before taxes or sales (excluding intra-gritemps) then equal or exceed ten per cent. (10%)
of the total assets, income before taxes or sdlédsedGas Natural Fenosa Group (on a consolidated
basis) and, for this purpose:

(i)  the total assets, income before taxes and sdlasSubsidiary of the Guarantor will be
determined from its financial statements (constdidaif it has Subsidiaries) upon
which the latest annual audited financial stateseftthe Gas Natural Fenosa Group
have been based:;

(i) if a Subsidiary of the Company becomes a mendfehe Gas Natural Fenosa Group
after the date on which the latest audited findratetements of the Gas Natural Fenosa
Group have been prepared, the total assets, indmfure taxes and sales of that
Subsidiary will be determined from its latest ardrfirancial statements;

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

(iv) if a Principal Subsidiary disposes of all arbstantially all of its assets to another
Subsidiary of the Guarantor, the disposing Subsidwill immediately cease to be
Principal Subsidiary and the other Subsidiary {(ifsi not already) will immediately
become a Principal Subsidiary and, for the avoidasialoubt, the subsequent financial
statements of those Subsidiaries and the Gas Ndtareosa Group will be used to
determine whether those Subsidiaries are Prin&pbkidiaries or not.

A report by the Directors of the Guarantor thattheir opinion, a Subsidiary of the Guarantor
is or is not or was or was not at any particularetior throughout any specified period a Principal
Subsidiary, accompanied by a report by the Audigatdressed to the Directors of the Guarantor as
to proper extraction of the figures used by theeBtiors of the Guarantor in determining the Priricipa
Subsidiaries of the Guarantor and mathematicalracgwof the calculations shall, in the absence of
manifest error, be conclusive and binding on théeNalders.

12. Meetings of Noteholders

The Agency Agreement contains provisions (whichllshave effect as if incorporated by
reference herein) for convening meetings of theeNolders of any Series to consider any matter
affecting their interests, including (without limiton) the modification by Extraordinary Resolution
(as defined below) of these Conditions. An Extdamary Resolution passed at any meeting of the
Noteholders of any Series will be binding on allt&wlders of such Series, whether or not they are
present at the meeting, and on all holders of Cosipelating to Notes of such Series.

Extraordinary Resolutionmeans a resolution passed at a meeting of thehbldirs duly
convened and held by a majority consisting of essIthan 75 per cent. of the persons voting thereat
upon a show of hands or if a poll be duly demarttied by a majority consisting of not less than 75
per cent. of the votes given on such poll.
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The Agency Agreement provides that a resolutionviiiing signed by or on behalf of the
holders of not less than 75 per cent. in nominaélesaf the Notes outstanding shall for all purposes
be as valid and effective as an Extraordinary Remuol passed at a meeting of Noteholders duly
convened and held. Such a resolution in writing & contained in a single document or in several
documents in the same form, each signed by or balbef one or more Noteholders.

13. Replacement of Notes, Receipts, Coupons and Talons

Should any Note, Receipt, Coupon or Talon be kisten, mutilated, defaced or destroyed, it
may be replaced at the specified office of the AdganLondon (or such other place as may be
notified to the Noteholders), subject to all apglite laws and listing authority, stock exchange
and/or quotation system requirements upon paymerthé claimant of the expenses incurred in
connection therewith and on such terms as to eg&land indemnity as the Issuer and the Guarantor
may reasonably require. Mutilated or defaced Notesceipts, Coupons or Talons must be
surrendered before replacements will be issued.

14. Prescription

The Notes, Receipts and Coupons will become voldssnpresented for payment within a
period of ten years (in the case of principal) fine years (in the case of interest) after the Rai¢
Date (as defined in Condition 10) therefor.

There shall not be included in any Coupon sheeed®n exchange of a Talon any Coupon
the claim for payment in respect of which wouldvoéd pursuant to this Condition 14 or Condition
7(b) or any Talon which would be void pursuant tm@ition 7(b).

15. Notices

All notices regarding the Notes shall be valid ifbpshed in one or more leading English
language daily newspapers with circulation in thatéd Kingdom (which is expected to be the
Financial Time}¥ and (so long as the Notes are listed on theialfflist of the Luxembourg Stock
Exchange and the rules of that stock exchange qaired published either on the website of the
Luxembourg Stock Exchange (www.bourse.lu) or ieading newspaper having general circulation
in Luxembourg (which is expected to be thexemburger Wojtor, if such publication shall not be
practicable, in an English language newspaper oémé circulation in Europe. Any such notice
shall be deemed to have been given on the datechffgublication or, if published more than once or
on different dates, on the first date on which mmattlon is made.

Notices to be given by any Noteholder shall be nitimg and given by lodging the same,
together with the relative Note or Notes, with gent. Whilst any of the Notes are represented by a
global Note, such notice may be given by any Ndtgroto the Agent via Euroclear and/or
Clearstream, Luxembourg, as the case may be, im samner as the Agent and Euroclear and/or
Clearstream, Luxembourg, as the case may be, nmg\apfor this purpose.

16. Further Issues

The Issuer shall be at liberty from time to timeheut the consent of the Noteholders to
create and issue further notes rankpagi passuin all respects (or in all respects save for it f
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payment of interest thereon) with the outstandirageN and so that the same shall be consolidated
and form a single series with the outstanding Notes

17. Substitution of the Issuer

(&) The Issuer and the Guarantor may with resgeeiny Series of Notes issued by the
Issuer (theRelevant Noteswithout the consent of any Noteholder, substifigrethe
Issuer any other body corporate incorporated in@untry in the world as the debtor
in respect of the Notes and the Agency AgreemégstJubstituted Debtgrupon notice
by the Issuer, the Guarantor and the Substitutdstddeo be given by publication in
accordance with Condition 1provided that:

(i

(ii)

(iii)

(iv)

v)

(Vi)

(Vi)

neither the Issuer nor the Guarantor are iradkfin respect of any amount
payable under any of the Relevant Notes;

the Issuer, the Guarantor and the Substitudethtor have entered into such
documents (th&ocument3 as are necessary to give effect to the substituti
and in which the Substituted Debtor has undertékésvour of each Noteholder
of the Relevant Notes to be bound by these Comditamd the provisions of the
Agency Agreement as the debtor in respect of sustedNin place of the Issuer
(or of any previous substitute under this Conditi@i:;

if the Substituted Debtor is resident for taarposes in a territory (theew
Residencg other than that in which the Issuer prior to sscistitution was
resident for tax purposes (theormer Residenckthe Documents contain an
undertaking and/or such other provisions as maydoessary to ensure that each
Noteholder of the Relevant Notes has the benefiarofundertaking in terms
corresponding to the provisions of Condition 10thwiwhere applicable, the
substitution of references to the Former Residevitle references to the New
Residence;

the Guarantor guarantees the obligations efSbstituted Debtor in relation to
outstanding Relevant Notes;

the Substituted Debtor, the Issuer and the éntar have obtained all necessary
governmental approvals and consents for such s¢uwfieti and for the
performance by the Substituted Debtor of its obiayes under the Documents
and for the performance by the Guarantor of itsgalibns under the Guarantee
as they relate to the obligations of the Subsiitidebtor under the Documents;

each stock exchange on which the Relevant !Nate listed shall have confirmed
that, following the proposed substitution of theb§tituted Debtor, the Relevant
Notes will continue to be listed on such stock exaie;

a legal opinion shall have been deliveredhe Agent (from whom copies will be
available) from lawyers of recognised standinghi@ ¢ountry of incorporation of
the Substituted Debtor, confirming, as appropridt@et upon the substitution
taking place (A) the requirements of this Conditiofy save as to the giving of
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notice to the Noteholders have been met and (BNtites, Coupons and Talons
are legal, valid and binding obligations of the Sitbted Debtor enforceable in
accordance with their terms;

(viii) Moody’s Investors Service Limited and Standlaand Poor’s Ratings Services, a
Division of The McGraw-Hill Companies (or any oth@ting agency which has
issued a rating in connection with the Relevantedpshall have confirmed that
following the proposed substitution of the SubsitlDebtor, the credit rating of
the Relevant Notes will not be adversely affectad

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

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

(c)  After a substitution pursuant to Condition J)7(#e Substituted Debtor may, without
the consent of any Noteholder, effect a furtheisstuiion. All the provisions specified
in Condition 17(a) and 17(b) shall apphyutatis mutandisand references in these
Conditions to the Issuer shall, where the contexesgjuires, be deemed to be or include
references to any such further Substituted Debtor.

(d)  After a substitution pursuant to Condition J)7¢a 17(c) any Substituted Debtor may,
without the consent of any Noteholder, reversesthmstitutionmutatis mutandis

(e) The Documents shall be delivered to, and kgptHe Agent. Copies of the Documents
will be available free of charge at the specifiéftte of each of the Agents.

18. Governing Law; Submission to Jurisdiction

The Agency Agreement, the Deed of Covenant, thed@é&uarantee and the Notes and any
non-contractual obligations arising out of or imaection with them are governed by, and shall be
construed in accordance with, English law, saveCondition 3 which shall be governed by, and
shall be construed in accordance with, Spanish Tdw. Issuer and the Guarantor irrevocably agree
for the benefit of the Noteholders that the cowfisEngland shall have jurisdiction to hear and
determine any suit, action or proceedings, ancettlesany disputes (togethBroceedingy which
may arise out of, or in connection with, the Agedgreement, the Deed of Covenant, the Deed of
Guarantee and the Notes and, for such purposeoaably submit to the jurisdiction of such courts.

The Issuer and the Guarantor irrevocably and uritiondlly waive and agree not to raise any

objection which any of them may have now or subsatiy to the laying of the venue of any
Proceedings in the courts of England and any ctaah any Proceedings have been brought in an
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inconvenient forum and further irrevocably and umdibonally agree that a judgement in any
Proceedings brought in the courts of England dfeltonclusive and binding upon each of them and
may be enforced in the courts of any other jurisalic Nothing in this Condition shall limit any
right to take Proceedings against the Issuer artiorGuarantor in any other court of competent
jurisdiction, nor shall the taking of Proceedingsoine or more jurisdictions preclude the taking of
Proceedings in any other jurisdiction, whether corently or not.

The Issuer and the Guarantor irrevocably and uritondlly appoint Law Debenture
Corporate Services Limited at Fifth Floor, 100 W@&icket, London EC2V 7EX, United Kingdom as
agent for service of process in England in respéeiny Proceedings in England and undertake that
in the event of it ceasing so to act the Issuerthadsuarantor will forthwith appoint a further pen
as their agent for that purpose and notify the nanteaddress of such person to the Agent and agree
that, failing such appointment within fifteen dagsyy Noteholder shall be entitled to appoint such a
person by written notice addressed to the IssugtlE Guarantor and delivered to the Issuer and the
Guarantor or to the specified office of the Agehtothing contained herein shall affect the right of
any Noteholder to serve process in any other maperanitted by law.

19. Rights of Third Parties

No person shall have any right to enforce any terntondition 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 condgiownhich subject to completion in
accordance with the provisions of the relevant Filarms, will be endorsed on each Note in
definitive form issued by Gas Natural Capital MdaseS.A. under the Programme. The terms and
conditions applicable to any Note in global formlwliffer from those terms and conditions which
would apply to the Note were it in definitive fotmmthe extent described in the Base Prospectus
dated 2 December 2016 relating to the Notes, utfe@m of the Notes”.

Gas Natural Fenosa Finance B.V. and Gas Naturataldparkets, S.A. have established a
Euro Medium Term Note Programme (tHerogrammg for the issuance of up to Euro
14,000,000,000 in aggregate nominal amount of N@hesNoteg guaranteed by Gas Natural SDG,
S.A.

Notes issued under the Programme are issued ess@ach a Series) and each Series may
comprise one or more tranches (each a TranchepiasN Each Tranche is the subject of final terms
(the Final Terms) which completes these terms and conditions @baditiony. The terms and
conditions applicable to any particular TrancheNotes are these Conditions as completed by the
relevant Final Terms. All subsequent referenceth@se Conditions to “Notes” are to the Notes
which are the subject of the relevant Final Terni$ie Notes are the subject of an amended and
restated agency agreement dated on or about 2 Dece2016 (theAgency Agreementwhich
expression shall include any further amendmentsupplements thereto) and made between Gas
Natural Fenosa Finance B.V., Gas Natural Capitakista, S.A. (théssuer), Gas Natural SDG, S.A.
as Guarantor (th&uarantor), Citibank, N.A., London Branch in its capacity agent (theAgentor
Calculation Agent which expressions shall include any success@ittbank, N.A., London Branch
in its capacity as such) and the Paying Agents datfmerein (thePaying Agents which expression
shall include the Agent and any substitute or @ttt Paying Agents appointed in accordance with
the Agency Agreement). The Notes, the Receiptdlam@€oupons (each as defined below) also have
the benefit of a deed of covenant (the Deed of @awt which expression shall include any
amendments or supplements thereto) dated on ot 2bbecember 2016 executed by the Issuer in
relation to the Notes. The Guarantor has, folb#aefit of the holders of the Notes from time todi
(the Noteholder3, executed and delivered a deed of guaranteeD@leel of Guarantepdated on or
about 2 December 2016 under which it has guaranteedue and punctual payment of all amounts
due by the Issuer under the Notes and the Deedwér@ant as and when the same shall become due
and payable. If so required by Spanish law, teads will execute agscritura publica(the Public
Deed before a Spanish Notary Public in relation tolttates and will register such Public Deed with
the Mercantile Registry of Barcelona on or priorthe issue date of the Notes. The Public Deed
contains, among other information, the terms amdlitions of the Notes.

Interest bearing definitive Notes (unless otherwisdicated in the applicable Final Terms)
have interest coupons (Coupons) and, if indicatethé applicable Final Terms, talons for further
Coupons (Talons) attached on issue. Any refereeceirnto Coupons or coupons shall, unless the
context otherwise requires, be deemed to includefexence to Talons or talons. Definitive Notes
repayable in instalments have receipts (Receiptisthe payment of the instalments of principal
(other than the final instalment) attached on issue
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Copies of the Deed of Covenant, the Agency Agreeéntee Deed of Guarantee and the Final
Terms applicable to the Notes are available fopdéntion during normal business hours at the
specified office of each of the Paying Agents, sthat any Final Terms relating to an unlisted Note
of a Series will only be available for inspectiond Noteholder holding one or more unlisted Notes
of that Series and such Noteholder must produdgeace satisfactory to the relevant Paying Agent
as to its identity. If the Notes are to be admiitte trading on the regulated market of the
Luxembourg Stock Exchange, the applicable FinalmBewill be published on the website of the
Luxembourg Stock Exchange_at www.bourse.lu. Afkspas from time to time entitled to the benefit
of obligations under any Notes are deemed to hatieenof, and are entitled to the benefit of, hé t
provisions of the Deed of Covenant, the Agency Agrent, the Deed of Guarantee and the
applicable Final Terms, which are binding on them.

Words and expressions defined in the Deed of Cauettde Agency Agreement, the Deed of
Guarantee or used in the applicable Final Termi bhge the same meanings where used in these
Conditions unless the context otherwise requiregntess otherwise stated and provided that, in the
event of inconsistency, the applicable Final Tewiilsprevail.

1. Form, Denomination and Title

The Notes are in bearer form and, in the case fifiitiee Notes, serially numbered in the
Specified Currency and the Specified Denominatipm(®vided that in the case of any Notes which
are to be admitted to trading on a regulated mawk&in the European Economic Area or offered to
the public in a Member State of the European Ecand¥rea in circumstances which require the
publication of a prospectus under the Prospectusciive, the minimum Specified Denomination
shall be euro 100,000 (or its equivalent in anyeptturrency as at the date of issue of those Notes)
Notes of one Specified Denomination may not be argkd for Notes of another Denomination.

So long as the Notes are represented by a Temp@&iatyal Note or Permanent Global Note
and the relevant clearing system(s) so permit,Nb&es will be tradeable only (a) if the Specified
Denomination stated in the relevant Final Terms'daro 100,000 (or its equivalent in another
currency)”, in the authorised denomination of edr@0,000 (or its equivalent in another currency)
and integral multiples of euro 100,000 (or its a@lént in another currency) thereafter, or (b)het
Specified Denomination stated in the relevant Fifaims is “euro 100,000 (or its equivalent in
another currency) and integral multiples of eur®@d) (or its equivalent in another currency) in
excess thereof’, in the minimum authorised denotitinaof euro 100,000 (or its equivalent in
another currency) and higher integral multipleseofro 1,000 (or its equivalent in another currency),
notwithstanding that no definitive Notes will beusd with a denomination above euro 199,000 (or
its equivalent in another currency

Definitive Notes are issued with Coupons attached.

Subject as set out below, title to the Notes, Reseand Coupons will pass by delivery.
Subject as set out below, the Issuer, the Guaraaal any Paying Agent may deem and treat (and
no such person will be liable for so deeming ardting) the bearer of any Note, Receipt or Coupon
as the absolute owner thereof (whether or not aeeahd notwithstanding any notice of ownership
or writing thereon or notice of any previous losgteft thereof) for all purposes but, in the case
any global Note, without prejudice to the provisi@et out in the next succeeding paragraph.
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For so long as any of the Notes is represented giplzal Note, each person who is for the
time being shown in the records of Euroclear BaAKNY (Euroclear) or of Clearstream Banking
SA (Clearstream, Luxembourgas the holder of a particular nominal amount okes (in which
regard any certificate or other document issuetbroclear or Clearstream, Luxembourg as to the
nominal amount of Notes standing to the accouranyf person shall be conclusive and binding for
all purposes save in the case of manifest erral ble deemed to be the holder of such nominal
amount of Notes for all purposes other than witlpeet to the payment of principal or interest an th
Notes, for which purpose the bearer of the relegiothal Note shall be deemed to be the holder of
such nominal amount of Notes in accordance with sutgect to the terms of the relevant global
Note (and the expressioN®teholderandholder of Notesand related expressions shall be construed
accordingly). Notes which are represented by aajldlote will be transferable only in accordance
with the rules and procedures for the time beingurfoclear or of Clearstream, Luxembourg, as the
case may be.

Any reference herein to Euroclear and/or Clearstrehuxembourg shall, whenever the
context so permits, except in relation to Noteaassin NGN form, be deemed to include a reference
to any additional or alternative clearance systgpraved by the Issuer, the Guarantor and the
Agent.

2. Status of the Notes

The Notes and the relative Receipts and Couponsar{if) are direct, unconditional,
unsubordinated and (subject to Condition 4) unsstwbligations of the Issuer rankipgri passu
without any preference among themselves and (duljeany applicable statutory exceptions) at
leastpari passuwith all other present and future unsecured arglibordinated obligations of the
Issuer.

Holders of Notes acknowledge that all Notes issoietb be issued by the Issuer under the
Programme shall rargari passuamong themselves regardless of their respectueidate.

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

3. Status of the Deed of Guarantee

The payment of principal and interest together vailhother sums payable by the Issuer in
respect of the Notes has been unconditionally amyacably guaranteed by the Guarantor. The
obligations of the Guarantor under the Deed of @nime constitute direct, unconditional,
unsubordinated and (subject to Condition 4) unsxtobligations of the Guarantor and (subject to
any applicable statutory exceptions) rgrdei passuwith all other present and future outstanding,
unsecured and unsubordinated obligations of theahter.

In the event of insolvency (concurso) of the Guemarunder the Insolvency Law, claims
under the Guarantee relating to Notes (unless tieglify by law as subordinated credits under
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Article 92 of the Insolvency Law) will be ordinacyedits (créditos ordinarios) as defined in the
Insolvency Law. Ordinary credits rank below credigainst the insolvency estate (créditos contra

la masa) and credits with a privilege (créditos ilggiados). Ordinary credits rank above
subordinated credits and the rights of shareholders

4, Negative Pledge

So long as any Note remains outstanding (as defindte Agency Agreement):

(&) neither the Issuer nor the Guarantor shallterem permit to subsist any Security
Interest (other than a Permitted Security Interegn the whole or any part of its
present or future undertaking, assets or reverinekiding uncalled capital) to secure
any Relevant Indebtedness or any Guarantee of algvént Indebtedness; and

(b)  the Issuer and the Guarantor shall procurertbaé of their respective Subsidiaries will
create or permit to subsist any Security Intereghegr than a Permitted Security
Interest) upon the whole or any part of its presemfuture undertaking, assets or

revenues (including uncalled capital) to secure &wgjevant Indebtedness or any
Guarantee of any Relevant Indebtedness,

without at the same time or prior thereto (i) sewuthe Notes and/or, as the case
may be, the Guarantor’'s obligations under the DeeGuarantee, equally and rateably
therewith or (ii) providing such other security fimle Notes and/or, as the case may be, the
Guarantor’'s obligations under the Deed of Guarantee may be approved by an
Extraordinary Resolution (as defined in the AgeAgyeement) of Noteholders.

In these Conditions:

Guaranteemeans, in relation to any Indebtedness of anydRerany obligation of another
Person to pay such Indebtedness including (withmitiation):

0] any obligation to purchase such Indebtedness;

(i)  any obligation to lend money, to purchase abscribe shares or other securities or to

purchase assets or services in order to providelsfuior the payment of such
Indebtedness;

(i) any indemnity against the consequences of edlault in the payment of such
Indebtedness; and

(iv) any other agreement to be responsible for $ndbbtedness;

Indebtednessneans any indebtedness of any Person for monegvieed or raised including
(without limitation) any indebtedness for or inpest of:

0] amounts raised by acceptance under any acaaptaadit facility;

(i)  amounts raised under any note purchase fgcilit
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(iii)

(iv)

v)

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

the amount of any liability in respect of apyrchase price for assets or services the
payment of which is deferred for a period in exads80 days; and

amounts raised under any other transactioru@neg, without limitation, any forward
sale or purchase agreement) having the commeftat ef a borrowing;

Permitted Security Interesieans:

(i)

(ii)

in relation to the Issuer or any of its Subariis:

(A) any Security Interest arising by operation afvland in the ordinary course of
business of the Issuer or any of its Subsidiariblvdoes not (either alone or
together with any one or more other such Securtgrésts) materially impair
the operation of such business and which has rest beforced against the assets
to which it attaches; and

(B) any Security Interest that does not fall witlsub-paragraph (A) above and that
secures Relevant Indebtedness which, when aggcegaith Relevant
Indebtedness secured by all other Security Interpstmitted under this sub-
paragraph, does not exceed euro 50,000,000 (oredtsvalent in other
currencies); and

in relation to the Guarantor or any of its Sidiaries:

(A) any Security Interest in existence on 17 NovemB005 to the extent that it
secures Relevant Indebtedness outstanding on siieh d

(B) any Security Interest arising by operation aifvland in the ordinary course of
business of the Guarantor or any of its Subsidanikich does not (either alone
or together with any one or more other such Seclmterests) materially impair
the operation of such business and which has rest beforced against the assets
to which it attaches;

(C) any Security Interest to secure Project Findbelat;

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

() was in existence at the time of such mergexaguisition;

(i) was not created for the purpose of providserurity in respect of the
financing of such merger or acquisition; and
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(i) is not increased in amount or otherwiseeexted following such merger or
acquisition other than pursuant to a legal or @mitral obligation
(x) which was assumed (by operation of law, agredrme otherwise) prior
to such merger or acquisition by an entity whichsach time, was not a
Subsidiary of the Guarantor, and (y) which reméggglly binding on such
entity at the time of such merger or acquisitiarg a

(E) any Security Interest that does not fall withub-paragraphs (A), (B), (C) or (D)
above and that secures Relevant Indebtedness whiodin aggregated with
Relevant Indebtedness secured by all other Seclnigrests permitted under
this sub-paragraph, does not exceed euro 50,00Q0006 equivalent in other
currencies);

Person means any individual, company, corporation, firpgartnership, joint venture,
association, organisation, state or agency of @& staother entity, whether or not having separate
legal personality;

Project Finance Assetsneans the assets (including, for the avoidancdoabt, shares (or
other interests)) of a Project Finance Entity;

Project Finance Entitymeans any entity in which the Guarantor or anytofSubsidiaries
holds an interest whose only assets and businessamstituted by: (i) the ownership, creation,
development, construction, improvement, exploitativ operation of one or more of such entity’s
assets, or (ii) shares (or other interests) incdugital of other entities that satisfy limb (i) tfis
definition;

Project Finance Debtneans any Relevant Indebtedness:

0] incurred by a Project Finance Entity in respafcthe activities of such entity or another
Project Finance Entity in which it holds sharesdirer interests); or

(i) any Subsidiary formed exclusively for the pase of financing a Project Finance
Entity,

where, in each case, the holders of such Relevafebtedness have no recourse against the
Guarantor or any of its Subsidiaries (or its oiirthespective assets), except for recourse toh@) t
Project Finance Assets of such Project Financeti&sitiand (z) in the case of (ii) above only, the
Subsidiary incurring such Relevant Indebtedness.

Relevant Indebtednessieans any Indebtedness which is in the form aépresented by any
bond, note, debenture, debenture stock, loan stmkificate or other instrument which is, or is
capable of being, listed, quoted or traded on awgksexchange or in any securities market
(including, without limitation, any over-the-countmarket);

Security Interestmeans any mortgage, charge, pledge, lien or sdwirity interest including,
without limitation, anything analogous to any oé tteregoing under the laws of any jurisdiction; and
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(a)

Subsidiarymeans, in relation to any Person (tinst Persor) at any particular time, any other
Person (thesecond Person

(i)

(ii)

whose affairs and policies the first Persontoaa or has the power to control, whether
by ownership of share capital, contract, the paweppoint or remove members of the
governing body of the second Person or otherwise; o

whose financial statements are, in accordandd applicable law and generally
accepted accounting principles, fully consolidatétth those of the first Person.

Interest

Interest on Fixed Rate Notes

(i)

(ii)

(iii)

Each Fixed Rate Note shall bear interest ondtsinal amount from, and including, the
Interest Commencement Date (which shall be the ofatesue thereof or such other
date as may be specified in the relevant Final Sglimrespect thereof at the rate per
annum (expressed as a percentage) equal to th¢sRafelnterest specified in the
relevant Final Terms and on the Maturity Date dpetiin the relevant Final Terms if
that date does not fall on an Interest Payment.Date

The first payment of interest will be made the Interest Payment Date next following
the Interest Commencement Date and, if the periaiwéden the Interest
Commencement Date and the first Interest Paymetd Balifferent from the periods
between Interest Payment Dates, will amount tdritiel Broken Amount specified in
the relevant Final Terms. If the Maturity Daten® an Interest Payment Date, interest
from, and including, the preceding Interest PaymBrte (or from the Interest
Commencement Date, as the case may be) to, buidixg) the Maturity Date will
amount to the final Broken Amount specified in tekevant Final Terms.

If interest is required to be calculated for aigerending other than on an Interest
Payment Date, such interest shall be calculateapiplying the Rate of Interest to each
Calculation Amount, multiplying such sum by the liggble Day Count Fraction, and

rounding the resultant figure to the nearest suibairthe relevant Specified Currency,

half of any such sub-unit being rounded upwardsottierwise in accordance with

applicable market convention.

If a Fixed Coupon Amount or a Broken Amount is cfied in the applicable Final
Terms, the amount of interest payable on eachdsté&tayment Date will amount to the

Fixed Coupon Amount or, if applicable, the Brokema@unt so specified.

If interest is required to be calculated fiperiod of other than a full year, such interest
shall be calculated using the applicable Day Céuattion pursuant to Condition 5(e).
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(b)

Interest on Floating Rate Notes
0] Specified Interest Payment Dates

Each Floating Rate Note bears interest on itdauting nominal amount from (and
including) the Interest Commencement Date specifidtie applicable Final Terms
and such interest will be payable in arrear on eatdrest payment date (each a
Specified Interest Payment Dafewhich (save as otherwise mentioned in these
Conditions or the applicable Final Terms) falls tmember of months or other
period specified as the Interest Period in the iepble Final Terms after the
preceding Specified Interest Payment Date or, & ¢hse of the First Interest
Payment Date, after the Interest Commencement Date.

If a business day convention is specified in tppliaable Final Terms and if any
Specified Interest Payment Date would otherwisé dal a day which is not a
Business Day (as defined below), then, if the lrssrday convention specified is:

D in any case where Interest Periods are sedciih accordance with
Condition 5(b)(i) above, the Floating Rate Conwemtisuch Specified
Interest Payment Date shall be postponed to thé dax which is a
Business Day unless it would thereby fall into tiext calendar month, in
which event (A) such Specified Interest PaymenteDgtiall be brought
forward to the immediately preceding Business Dayd gB) each
subsequent Specified Interest Payment Date shdalieotast Business Day
in the month which falls the number of months dreotperiod specified as
the Interest Period in the applicable Final Ternfierathe preceding
applicable Specified Interest Payment Date occumed

(2) the Following Business Day Convention, su@ecied Interest Payment
Date shall be postponed to the next day whichBasiness Day; or

3) the Modified Following Business Day Conventi such Specified Interest
Payment Date

shall be postponed to the next day which is artss Day unless it would thereby fall into
the next calendar month, in which event such Sieetiihterest Payment
Date shall be brought forward to the immediatelgcpding Business Day;
or

4) the Preceding Business Day Convention, symgtified Interest Payment
Date shall be brought forward to the immediatebcpding Business Day.
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Business Daymeans:

(A)

(B)

(©

in the case of a currency other than euro, w (dther than a Saturday or Sunday) on
which commercial banks and foreign exchange markettte payments in the principal
financial centre for such currency and/or

in the case of euro, a day on which the TARGEfstem (as defined in Condition
5(b)(iv)) is operating (TARGET Business Dayand/or

in the case of a currency and/or one or morsiri®ss Centres a day (other than a
Saturday or a Sunday) on which commercial banksfargign exchange markets settle
payments in such currency in the Business Centi@(s)f no currency is indicated,
generally in each of the Business Centres.

(i) Rate of Interest for Floating Rate Notes

The Rate of Interest payable from time to timeeispect of Floating Rate Notes will
be determined in the manner specified in the applecFinal Terms.

(i)  ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the agglile Final Terms as the manner
in which the Rate of Interest is to be determirth@, Rate of Interest for each
Interest Period will be the relevant ISDA Rate ptusminus (as indicated in the
applicable Final Terms) the Margin (if any). Foe thurposes of this sub-paragraph
(iii), ISDA Ratefor an Interest Period means a rate equal to libetirg Rate that
would be determined by the Calculation Agent oreotperson specified in the
applicable Final Terms under an interest rate strapsaction if the Calculation
Agent or that other person were acting as Calarath\gent for that swap
transaction under the terms of an agreement incatipg the 2006 ISDA
Definitions, as published by the International Ssvamd Derivatives Association,
Inc. (thelSDA Definitions), and under which:

(A) the Floating Rate Option is as specified ia &pplicable Final Terms;
(B) the Designated Maturity is a period equalhat interest Period; and

© the relevant Reset Date is either (i) if thplecable Floating Rate Option is
based on the London inter-bank offered rate (LIB@Q&) in the case of
Notes denominated or payable in euro, the Eurozotexbank market
(EURIBOR)) for a currency, the first day of thatdrest Period or (ii) in
any other case, as specified in the applicablel Fiexans.

For purposes of this sub-paragraph (iljloating Rate Calculation Agent

Floating Rate Option Designated Maturityand Reset Datehave the meanings
given to those terms in the ISDA Definitions.
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(iv)

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

Screen Rate Determination for Floating Rate Notes

Where so specified in the applicable Final Terthg, Rate of Interest for each
Interest Period will, subject as provided belowgliber:

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

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

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

If the Relevant Screen Page is not available,anithe case of (A) above, no such
guotation appears or, in the case of (B) abovegerfetvan three of such offered
guotations appear, in each case as at such timé&altulation Agent shall request
the principal London office of each of the ReferBanks (as defined below) or, in
the case of the determination of EURIBOR, the ppalcoffice of each of four
EURIBOR Reference Banks (as defined below) to methe Calculation Agent
with its offered quotation (expressed as a pergentate per annum) for deposits in
the Specified Currency for the relevant Interestideeto leading banks in the
London inter-bank market (or, in the case of themeination of EURIBOR, where
the Reference Rate of EURIBOR is used for Note®aémated or payable in euro,
the Eurozone interbank market) as at 11.00a.m. doontime or, where the
Reference Rate is EURIBOR, Brussels time) on therdst Determination Date in
guestion. If two or more of the Reference Banksasrthe case may be, EURIBOR
Reference Banks provide the Calculation Agent witkbh offered quotations, the
Rate of Interest for such Interest Period shaltheearithmetic mean (rounded as
provided above) of such offered quotations plusninus (as indicated in the
applicable Final Terms) the Margin (if any), all dstermined by the Calculation
Agent.

78



If on any Interest Determination Date one onlynone of the Reference Banks or,
as the case may be, EURIBOR Reference Banks, m®\tlte Calculation Agent
with such an offered quotation as provided abothe, Rate of Interest for the
relevant Interest Period shall be the rate per mnwnich the Calculation Agent
determines as being the arithmetic mean (roundgut@sded above) of the rates,
as communicated to (and at the request of) theuzdilon Agent by the Reference
Banks or, as the case may be, EURIBOR ReferencksBan any two or more of
them, at which such banks were offered, as at AIn@QLondon time or, where the
Reference Rate is EURIBOR, Brussels time) on trevaat Interest Determination
Date, deposits in the Specified Currency for thevant Interest Period by leading
banks in the London inter-bank market (or, in tleesec of the determination of
EURIBOR, where the Reference Rate of EURIBOR igluise Notes denominated
or payable in euro, the Eurozone interbank many or minus (as indicated in
the applicable Final Terms) the Margin (if any) df,fewer than two of the
Reference Banks or, as the case may be, EURIBORBré&t®fe Banks, provide the
Calculation Agent with such offered rates, the &tk rate for deposits in the
Specified Currency for the relevant Interest Peradhe arithmetic mean (rounded
as provided above) of the offered rates for depasithe Specified Currency for the
relevant Interest Period, at which, on the relevatdrest Determination Date, any
one or more banks (which bank or banks is or dtetse for such purpose) informs
the Calculation Agent it is quoting to leading bsnk the London inter-bank
market (or, in the case of the determination of ER(R, the Eurozone interbank
market) (or, as the case may be, the quotationsuoh bank or banks to the
Calculation Agent) plus or minus (as indicatedhie tipplicable Final Terms) the
Margin (if any), provided that, if the Rate of Irést cannot be determined in
accordance with the foregoing provisions of thig-paragraph (iv), the Rate of
Interest shall be the sum of the Margin and thereff rate or (as the case may be)
the arithmetic mean of the offered Notes last deitged in relation to the Notes in
respect of the preceding Interest Period.

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

Reference Banksneans, in the case of (A) above, those banks wbibseed rate
was used to determine such quotation when suchatijoiotlast appeared on the
Relevant Screen Page and, in the case of (B) althwse banks whose offered
guotations last appeared on the Relevant Screen\Wagn no fewer than three such
offered quotations appeared,

EURIBOR Reference Bankmeans a major bank operating in the Eurozone
interbank market anBURIBOR Reference Bankshall be construed accordingly;

Interest Determination Dateneans, with respect to a Rate of Interest anddster
Period, the date specified as such in the rele#aml Terms or, if none is so
specified, (i) the first day of such Interest Pdrid the Specified Currency is
Sterling or (ii) the second Business Day in Longoior to the commencement of
such Interest Period if the Specified Currencyagher Sterling nor euro or (iii) the
second TARGET Business Day prior to the commenceéwfesuch Interest Period
if the Specified Currency is euro; and
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TARGET system means the Trans-European Automated Real-time Gross
Settlement Express Transfer (known as TARGET 2)e®ysvhich was launched on
19 November 2007, or any successor thereto.

If the Reference Rate from time to time in respettFloating Rate Notes is

specified as being other than the London inter-baffdred rate (or, in the case of
Notes denominated or payable in euro, the Euromtrebank market offered rate),

the Rate of Interest in respect of such Notes vglldetermined as provided in the
applicable Final Terms.

(c) Accrual of Interest

Each Note (or in the case of the redemption of galst of a Note, that part only of such Note)
will cease to bear interest (if any) from the da¢edfor its redemption unless, upon due presentatio
thereof, payment of principal is improperly withthedr refused. In such event, interest will conginu
to accrue thereon (as well after as before any ddroajudgement) at the rate then applicable to the
principal amount of the Notes or such other ratmag be specified in the relevant Final Terms until
the date on which, upon (except in the case ofpamyment where presentation and/or surrender of
the relevant Note is not required as a precondifgpayment) due presentation of the relevant Note,
the relevant payment is made or, if earlier (exéepghe case of any payment where presentation
and/or surrender of the relevant Note is not reglias a precondition of payment), the seventh day
after the date on which the Agent having receivedftinds required to make such payment, notice is
given to the Noteholders in accordance with Coaditi5 of that circumstance (except to the extent
that there is failure in the subsequent paymemetido the relevant Noteholder).

(d)  Minimum and/or Maximum Rate of Interest

If the applicable Final Terms specify a Minimum &af Interest for any Interest Period then,
in the event that the Rate of Interest in respéeinyg such Interest Period determined in accordance
with the above provisions is less than such MininfRate of Interest, the Rate of Interest for such
Interest Period shall be such Minimum Rate of kdéer If the applicable Final Terms specify a
Maximum Rate of Interest for any Interest Pericghthin the event that the Rate of Interest in retspe
of any such Interest Period determined in accoreavith the above provisions is greater than such
Maximum Rate of Interest, the Rate of Interestsfach Interest Period shall be such Maximum Rate
of Interest.

(e) Determination of Rate of Interest and Calculatairinterest Amount

With respect to Floating Rate Notes, the Calcutatd@ent will, at or as soon as practicable
after each time at which the Rate of Interest ibaadetermined, determine the Rate of Interest and
calculate the amount of interest (tmerest Amounj payable in respect of any Notes in respect of
each Calculation Amount (as specified in the rat¢wanal Terms) for the relevant Interest Period.

Each Interest Amount for Fixed Rate Notes and tiFigaRate Notes shall be calculated by
applying the Rate of Interest to each Calculationof&int multiplying such sum by the applicable
Day Count Fraction, and rounding the resultant régto the nearest sub-unit of the relevant
Specified Currency, half of any such sub-unit beingnded upwards or otherwise in accordance
with applicable market convention.
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Day Count Fractionmeans, in respect of the calculation of an amafinbterest on any
Note for any period of time (whether or not condiitg an Interest Period, ti@alculation
Period):

0] if Actual/Actual or Actual/Actual (ISDA) is specified in the relevant Final Terms as
being applicable, the actual number of days inGa&ulation Period divided by 365
(or, if any portion of that Calculation Period faiin a leap year, the sum of (A) the
actual number of days in that portion of the Caltioh Period falling in a leap year
divided by 366; and (B) the actual number of dayshiat portion of the Calculation
Period falling in a non-leap year divided by 365);

(i) if Actual/365 (Fixed)is specified in the relevant Final Terms as beipglicable, the
actual number of days in the Calculation Periodddigt by 365;

(i) if Actual/360is specified in the relevant Final Terms as beipglicable, the actual
number of days in the Calculation Period divided69;

(iv) if 30/36Q 360/3600r Bond Basisis specified in the relevant Final Terms as being
applicable, the number of days in the Calculatierid®l divided by 360, calculated on a

formula basis as follows:

[360 x (Y2— Y1)] + [30 X (Mz — My)] + (D2—D»)

Day Count _
Fraction

360
where:
Y. is the year, expressed as a number, in which tsted@ay of the Interest Period falls;

Y- is the year, expressed as a number, in which thendiamediately following the last
day of the Interest Period falls;

M, is the calendar month, expressed as a humbethichwhe first day of the Interest
Period falls;

M., is the calendar month, expressed as a number,hiohwthe day immediately
following the last day of the Interest Period falls

D; is the first calendar day, expressed as a nunolbehe Interest Period, unless such
number would be 31, in which case Will be 30; and

D, is the calendar day, expressed as a number, irategdifollowing the last day

included in the Interest Period, unless such numimend be 31 and Pis greater than
29, in which case pwill be 30;
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v)

(Vi)

if 30E/360 or Eurobond Basisis specified in the relevant Final Terms as being
applicable, the number of days in the Calculatierid®l divided by 360, calculated on a
formula basis as follows:

[360 x (Y2— Y1)] + [30 X (Mz — My)] + (D2—D»)

Day Count _
Fraction

360
where:
Y. is the year, expressed as a number, in which tsted@ay of the Interest Period falls;

Y- is the year, expressed as a number, in which thendimediately following the last
day of the Interest Period falls;

M. is the calendar month, expressed as a nhumbethichwhe first day of the Interest
Period falls;

M, is the calendar month, expressed as a number,hiohwthe day immediately
following the last day of the Interest Period falls

D; is the first calendar day, expressed as a nunalbehe Interest Period, unless such
number would be 31, in which case Will be 30; and

D, is the calendar day, expressed as a number, irategdifollowing the last day
included in the Interest Period, unless such numimedd be 31, in which case,Will

be 30;

if 30E/360 (ISDA)is specified in the relevant Final Terms, the nambf days in the
Calculation Period divided by 360, calculated doraula basis as follows:

[360 x (Y2— Y1)] + [30 X (Mz — My)] + (D2—D»)

Day Count _
Fraction

360

where

Y. is the year, expressed as a number, in which tsted@ay of the Interest Period falls;
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(f)

(Vi)

Y- is the year, expressed as a number, in which thendiamediately following the last
day of the Interest Period falls;

M. is the calendar month, expressed as a numbethichwhe first day of the Interest
Period falls;

M., is the calendar month, expressed as a number,hiohwthe day immediately
following the last day of the Interest Period falls

D, is the first calendar day, expressed as a nurobéne Interest Period, unless (i) that
day is the last day of February; or (ii) such numieuld be 31, in which case; vill
be 30; and

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

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

(@) where the Calculation Period is equal tohmrter than the Determination
Period during which it falls, the actual numberdafys in the Calculation
Period divided by the product of (1) the actual bemof days in such
Calculation Period; and (2) the number of DetermomaPeriods in any
period of one year; and

(b) where the Calculation Period is longer thae ®etermination Period, the
sum of:

(A) the actual number of days in such Calculafamiod falling in the
Determination Period in which it begins divided thyz product of
(1) the actual number of days in such Determinafeaniod; and
(2) the number of Determination Periods in anyquetof one year;
and

(B) the actual number of days in such Calculafeniod falling in the
next Determination Period divided by the produc{Dfthe actual
number of days in such Determination Period; andh@ number
of Determination Periods in any period of one year.

Rate of Interestmeans the rate of interest payable from timente tin respect of the

Notes and that is either specified or calculatech@éoordance with the provisions in the
relevant Final Terms.

Change of Interest Basis

If Change of Interest Basis is specified in theevaht Final Terms as being applicable, the
Final Terms will indicate the relevant Interest iPds to whichthe Fixed Rate Note Provisions,
Floating Rate Note Provisions and/or Zero CoupoteNrRwovisions shall apply.
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(9) Naotification of Rate of Interest and Interest Amioun

The Calculation Agent will cause the Rate of Intérand each Interest Amount for each
Interest Period and the relevant Interest Paymate Dr Specified Interest Payment Date, as the case
may be, to be notified to the Issuer, the Guaraatal, if the Notes are listed on a stock exchange,
guotation system or other relevant authority are rilles of such exchange, quotation system or
other relevant authority so require, to any sudbvent exchange, quotation system and/or other
relevant authority, and to be published in accocdasith Condition 15 as soon as possible after thei
determination but (i) in no event later than thstfday of the relevant Interest Period thereafter,
determined prior to such time or (ii) in all otheases, as soon as practicable but in no event later
than the fourth Business Day after such deterngnatiEach Interest Amount and Interest Payment
Date or Specified Interest Payment Date, as the oamy be, so notified may subsequently be
amended (or appropriate alternative arrangementte iog way of adjustment) without notice in the
event of an extension or shortening of the IntdPestod. If the Notes are listed on a stock exchang
guotation system or other relevant authority are rilles of such exchange, quotation system or
other relevant authority so require, any such ammemd will be promptly notified to any such
relevant exchange, quotation system and/or othevast authority.

(h)  Certificates to be final

All certificates, communications, opinions, detemations, calculations, quotations and
decisions given, expressed, made or obtained &optinposes of the provisions of this paragraph (b)
shall (in the absence of wilful default, bad fadh manifest error) be binding on the Issuer, the
Guarantor, the Agent, the Paying Agents and alkeNolders and (in the absence as aforesaid) no
liability to the Issuer, the Guarantor or the Natielers shall attach to the Agent in connection with
the exercise or non-exercise by them of their psweluties and discretions pursuant to such
provisions.

6. Redemption and Purchase
(@) Redemption at Maturity

Unless previously redeemed or purchased and cadcadl specified below, each Note will be
redeemed by the Issuer, failing which the Guaraaitdts Final Redemption Amount specified in, or
determined in the manner specified in, the apple&inal Terms in the relevant Specified Currency
on the Maturity Date specified in the applicabledtiTerms (in the case of a Note other than a
Floating Rate Note) or on the Specified Interesgnent Date falling in the Redemption Month
specified in the applicable Final Terms (in theecaka Floating Rate Note). Such Final Redemption
Amount in respect of any Note shall be its printipemount or such higher amount as may be
specified in the relevant Final Terms.

(b) Redemption for Tax Reasons

If, in relation to any Series of Notes (i) as autesf any change in the laws or regulations of
the Kingdom of Spain or of any political subdivisithereof or any authority or agency therein or
thereof having power to tax or in the interpretatay administration of any such laws or regulations
which becomes effective on or after the date aféssf such Notes or any earlier date specifietién t
Final Terms the Issuer or the Guarantor, as agpécavould be required to pay additional amounts
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as provided in Condition 10 and (ii) such circumsts are evidenced by the delivery by the Issuer
or the Guarantor, as applicable, to the Agent ofrdificate signed by a director of the Issuervap t
directors of the Guarantor, as applicable, statfivag the said circumstances prevail and describing
the facts leading thereto and an opinion of inddpahlegal advisers of recognised standing to the
effect that such circumstances prevail, the Issuwggy, at its option and having given no less than 30
nor more than 60 days’ notice (ending, in the add¢otes which bear interest at a floating rateaon
day upon which interest is payable) to the Notedraddn accordance with Condition 15 (which
notice shall be irrevocable), redeem all (but mwhe only) of the outstanding Notes comprising the
relevant Series at their early tax redemption arn¢ine Early Redemption Amount Tax(which
shall be their principal amount (or at such otharfERedemption Amount Tax) as may be specified
in or determined in accordance with the relevamaFirerms) less, in the case of any Instalment
Note, the aggregate amount of all instalments gshatl have become due and payable in respect of
such Note prior to the date fixed for redemptiodemany other Condition (which amount, if and to
the extent not then paid, remains due and payatolggther with accrued interest (if any) thereon,
provided, however, that no such notice of redempti@y be given earlier than 90 days (or, in the
case of Notes which bear interest at a floating eahumber of days which is equal to the aggregate
of the number of days falling within the then cuatrenterest period applicable to the Notes plus 60
days) prior to the earliest date on which the Issue¢he Guarantor, as applicable, would be obliged
to pay such additional amounts were a paymentsipe@ of the Notes then due.

(c) Redemption at the Option of the Issuer

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

(d) Residual Maturity Call Option
If a Residual Maturity Call Option is specifiedtime relevant Final Terms as being applicable,

the Issuer may, on giving not less than 15 nor ntben 30 days’ irrevocable notice to the
Noteholders in accordance with Condition 15 (whiottice shall specify the date fixed for

85



redemption (thd&Residual Maturity Call Option Redemption Dagbe redeem all (but not only some)
of the outstanding Notes comprising the relevanieSeat their principal amount together with
interest accrued to, but excluding, the date fiedredemption, which shall be no earlier than
(i) three months before the Maturity Date in respddNotes having a maturity of not more than ten
years or (i) six months before the Maturity Dateréspect of Notes having a maturity of more than
ten years.

For the purpose of the preceding paragraph, therimabf not more than ten years or the
maturity of more than ten years shall be determasetfom the Issue Date of the first Tranche of the
relevant Series of Notes.

All Notes in respect of which any such notice igegi shall be redeemed on the date specified
in such notice in accordance with this Condition.

(e) Redemption following a Substantial Purchase Event

If a SubstantialPurchase Event is specified in the Final Terms eingbapplicable and a
Substantial Purchase Event has occurred and ishoorg, then the Issuer may, subject to having
given not less than 15 nor more than 30 days’ adtiche Agent, and, in accordance with Condition
15, the Noteholders (which notice shall be irrevdden redeem the Notes comprising the relevant
Series in whole, but not in part, in accordancénwhiese Conditions at any time, in each case at the
principal amount, together with any accrued andaithjinterest up to (but excluding) the date of
redemption.

All Notes in respect of which any such notice igegi shall be redeemed on the date specified
in such notice in accordance with this Condition.

a Substantial Purchase Evenshall be deemed to have occurred if at least 80cpat. of the
aggregate principal amount of the Notes of thevesie Series originally issued (which for these
purposes shall include any further Notes of thees&eries issued subsequently) is purchased by the
Issuer, the Guarantor or any Subsidiary of the &uar (and in each case is cancelled in accordance
with Condition 6(e));

()] Make-Whole Redemption

If a Make-Whole Redemption is specified in the vale Final Terms as being applicable, then the
Issuer may, subject to compliance with all relevants, regulations and directives and on giving not
less than 15 nor more than 30 days’ notice toAthent, and, in accordance with Condition 15, the
Noteholders redeem the Notes comprising the retévaries, in whole or in part, at any time or from
time to time (but no later than the Residual Mayu@all Option Redemption Date (as defined in
Condition 6(d) above) if applicable), prior to théilaturity Date (theMake-Whole Redemption
Date) at their Make-Whole Redemption Amount (as defibebtbw).

In the case of a partial redemption of Notes, tlotell to be redeemeBédeemed Notgsvill (i) in

the case of Redeemed Notes represented by dedinitotes, be selected individually by lot, not
more than 30 days prior to the date fixed for regaion and (ii) in the case of Redeemed Notes
represented by a global Note, be selected in aanoed with the rules of Euroclear and/or
Clearstream, Luxembourg (to be reflected in thenmds of Euroclear and Clearstream, Luxembourg
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as either a pool factor or a reduction in nomirmabant), in each case of (i) and (ii) above, always
subject to compliance with any applicable laws atmtk exchange requirements. In the case of
Redeemed Notes represented by definitive Notegst afl the serial numbers of such Redeemed
Notes will be published in accordance with Conditiid not less than 15 days prior to the date fixed
for redemption.

Make-Whole Redemption Amounineans in respect of any Notes to be redeemed a@uram
calculated by, at the election of the Issuer, thgemt or a leading investment, merchant or
commercial bank appointed by the Issuer for theogaes of calculating the relevant Make-Whole
redemption amount, and notified to the Noteholderaccordance with Condition 15, equal to the
greater of (x) 100 per cent. of the nominal amafrthe Notes so redeemed and, (y) the sum of the
then present values of the remaining scheduled eatgrof principal and interest on such Notes (not
including any interest accrued on the Notes to,gxatuding, the relevant Make-Whole Redemption
Date) discounted to the relevant Make-Whole RedempDate on an annual basis at the Make-
Whole Redemption Rate (specified in the relevam@aFiTerms) plus a Make-Whole Redemption
Margin (specified in the relevant Final Terms),gla each case of (x) and (y) above, any interest
accrued on the Notes to, but excluding, the MakesM/Redemption Date.

(g) Redemption at the Option of the Noteholders

If a Put Option is specified in the relevant Finedrms as being applicable, upon any
Noteholder giving to the Issuer and the Guaramt@cicordance with Condition 15 not more than 60
nor less than 30 days’ notice (which notice shalirbevocable), the Issuer will, upon the expiry of
such notice, redeem subject to, and in accordariite the terms specified in the applicable Final
Terms in whole (but not in part) such Note on thgti@hal Redemption Date and at the Optional
Redemption Amount specified in, or determined ia thanner specified in, the applicable Final
Terms together, if applicable, with interest acdrue (but excluding) the relevant Optional
Redemption Date.

(h) Redemption at the Option of the Noteholders upGhange of Control

If a Change of Control Put Option is specifiedhie televant Final Terms as being applicable
and a Change of Control occurs and, during the @darf Control Period, a Rating Downgrade
occurs (together, @hange of Control Event each holder of Notes will have the option (@leange
of Control Put Option) to require the Issuer to redeem or, at the Issumstion, to procure the
purchase of such Notes on the Change of ControeiRption Date at the Change of Control
Redemption Amount.

A Change of Controlshall be deemed to have occurred at each timeathatperson or persons
acting in concertRelevant Personsor any person or persons acting on behalf of drelevant
Persons, acquire(s) control, directly or indireadfythe Guarantor.

control means: (a) the acquisition or control of more tB@nper cent. of the voting rights of the
issued share capital of the Guarantor; or (b) the right to appoint and/or remove all or the majority of
the members of the Guarantor’'s Board of Directarsotiier governing body, whether obtained
directly or indirectly, whether obtained by ownepsbf share capital, the possession of voting sght
contract or otherwise.
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Change of Control Periodneans the period commencing on the date on whiehelevant Change
of Control occurs or the date of the first relevédtential Change of Control Announcement,
whichever is the earlier, and ending on the datehvis 90 days after the date of the occurrence of
the relevant Change of Control.

Potential Change of Control Announcememheans any public announcement or statement by the
Issuer or any actual or bona fide potential bide&ting to any potential Change of Control.

Rating Agencymeans any of the following: (a) Standard & Po®&&ting Services, a division of The
McGraw Hill Companies, Inc.S&P); (b) Moody’s Investors Service Limited (Moody's); (¢) Fitch
Ratings Ltd Fitch Rating9); or (d) any other credit rating agency of equivalent international standing
specified from time to time by the Issuer and,aclecase, their respective successors or affiliates

A Rating Downgradeshall be deemed to have occurred in respect dfam@e of Control if, within
the Change of Control Period, the rating previowsdgigned to the Guarantor is lowered by at least
two full rating notches (by way of example, BB+ B®-, in the case of S&P) (downgradé or
withdrawn, in each case, by the requisite numbeRaifng Agencies (as defined below), and is not,
within the Change of Control Period, subsequentbgraded (in the case of a downgrade) or
reinstated (in the case of a withdrawal) to itdieacredit rating or better, such that there idomger

a downgrade or withdrawal by the requisite numhbfeRating Agencies. For these purposes, the
requisite number of Rating Agencieshall mean (i) at least two Rating Agencies, tiffree time of
the rating downgrade or withdrawal, three or moeagiriR) Agencies have assigned a credit rating to
the Guarantor, or (ii) at least one Rating Agenfyat the time of the rating downgrade or
withdrawal, fewer than three Rating Agencies haggned a credit rating to the Guarantor.

Notwithstanding the foregoing, no Rating Downgratall be deemed to have occurred in respect of
a particular Change of Control if (a) following $ua downgrade, the Guarantor is still assigned an
Investment Grade Rating by one or more of the Raligencies effecting the downgrade, or (b) the
Rating Agencies effecting the downgrade or withdnawtheir rating do not publicly announce or
otherwise confirm in writing to the Issuer that lsweduction or withdrawal was the result, in whole
or part, of any event or circumstance comprisedinarising as a result of, or in respect of, the
applicable Change of Control.

Investment Grade Ratingneans: (1) with respect to S&P, any of the caiegdrom and including
AAA to and including BBB- (0equivalent successor categories); (2) with respect to Moody’s, any of
the categories from and including Aaa to and including Baa3 (or equivalent successor categories); (3)
with respect to Fitch Ratings, any of the categofiem and including AAA to and including BBB-
(or equivalent successor categories); and (4) with respect to any other credit rating agency of
equivalent international standing specified fromdito time by the Issuer, a rating that is equivale
to, or better than, the foregoing.

Change of Control Redemption Amoumbeans an amount equal to par plus interest ac¢oubdt
excluding the Change of Control Redemption Date.

Promptly upon the Issuer becoming aware that a @haih Control Event has occurred, the Issuer
shall give notice (&Change of Control Event Notigeto the Agent, the Paying Agents and the
Noteholders in accordance with Condition 15 spétifithe nature of the Change of Control Event
and the circumstances giving rise to it and thecgaare for exercising the Change of Control Put

88



Option, as well as the date upon which the Putolldias defined below) will end and the Change of
Control Redemption Date (as defined below).

To exercise the Change of Control Put Option tairegredemption or, as the case may be, purchase
of a Note under this section, the holder of thateNuust transfer or cause to be transferred itgNot
to be so redeemed or purchased to the account &fahing Agent specified in the Put Option Notice
for the account of the Issuer within the periode(But Period of 45 days after the Change of
Control Event Notice is given together with a dalgned and completed notice of exercise in the
form (for the time being current) obtainable frohe tspecified office of any Paying Agent Pat
Option Noticg and in which the holder may specify a bank actoamvhich payment is to be made
under this section.

The Issuer shall redeem or, at the option of theds procure the purchase of the Notes in regpect
which the Change of Control Put Option has beeiulya¢xercised as provided above, and subject to
the transfer of such Notes to the account of thgingaAgent for the account of the Issuer as
described above on the date which is the fifth Bess Day following the end of the Put Period (the
Change of Control Redemption Date Payment in respect of any Note so transferriddoa made

in the relevant Specified Currency to the holdahrelevant Specified Currency denominated bank
account in the Put Option Notice on the Changemft®| Redemption Date via the relevant account
holders.

If 80 per cent. or more in principal amount of thetes outstanding of a Series at the beginning of
the Change of Control Period have been redeempdrohased pursuant to the foregoing provisions
of this Condition 6(h), the Issuer may, at its option not less than five nor more than 10 Business
Days’ notice to the Noteholders given in accordawith Condition 15 within 60 days after the
Change of Control Redemption Date, redeem orsaiption, purchase (or procure the purchase of)
all (but not some only) of the remaining Notes luditt Series, each at par together with (or, where
purchased, together with an amount equal to) istesecrued to (but excluding) the date of such
redemption or purchase.

()  Where any calculation of an early redemptioroant is to be made for a period which is not a
whole number of years, the calculation in respét¢h® period of less than a full year shall be made
on the basis of a 360-day year consisting of 12 th®iwf 30 days each and, in the case of an
incomplete month, the number of days elapsed.

)] Instalments

If the Notes are repayable in instalments, theylvélrepaid in the Instalment Amounts and on
the Instalment Date specified in the applicableaFirerms.

(k)  Purchases

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

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

7. Payments
(@) Method of Payment
Subject as provided below:
0] payments in a currency other than euro willrbede by transfer to an account in the
relevant Specified Currency maintained by the payéh, or by a cheque in such
Specified Currency drawn on, a bank in the princiipencial centre of the country of
such Specified Currency; and
(i)  payments in euro will be made by transfer tewmo account (or any other account to
which euro may be credited or transferred) maiet@diby the payee with a bank in the
principal financial centre of any Participating Meen State of the European

Communities.

Payments will be subject in all cases to (i) amgdl or other laws and regulations applicable
thereto in the place of payment, but without prajedo the provisions of Condition 10.

In these Conditions:
Eurozonemeans the zone comprising the Participating MerSietes;

Participating Member Stateneans a Member State of the European Commurtigesatopts
or has adopted the euro as its lawful currencyaoedance with the Treaty; and

Treaty means the Treaty establishing the European Contiesyras amended.
(b)  Presentation of Notes, Receipts, Coupons and $alon

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

Payments of instalments (if any) of principal, othigan the final instalment, will (subject as

provided below) be made against presentation arrérader of the relevant Receipt. Each Receipt
must be presented for payment of the relevantimstat together with the definitive Note to which it
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appertains. Receipts presented without the defniotes to which they appertain do not constitute
valid obligations of the Issuer. Upon the datevdnich any definitive Note becomes due and
repayable, unmatured Receipts (if any) appertaitiiegeto (whether or not attached) shall become
void and no payment shall be made in respect thereo

Fixed Rate Notes in definitive form should be pr#ed for payment together with all
unmatured Coupons appertaining thereto (which esjpoa shall for this purpose include Coupons
falling to be issued on exchange of matured Talda#gihg which the amount of any missing
unmatured Coupon (or, in the case of payment niotgbeade in full, the same proportion of the
amount of such missing unmatured Coupon as the swurpaid bears to the sum due) will be
deducted from the sum due for payment. Each amafuptincipal so deducted will be paid in the
manner mentioned above against surrender of thdivelmissing Coupon at any time before the
expiry of ten years after the Relevant Date (amddfin Condition 10) in respect of such principal
(whether or not such Coupon would otherwise hawaime void under Condition 14) or, if later,
five years from the date on which such Coupon watiegrwise have become due. Upon any Fixed
Rate Note becoming due and repayable prior to idulity Date, all unmatured Talons (if any)
appertaining thereto will become void and no furtBeupons will be issued in respect thereof.

Upon the date on which any Floating Rate Note fimdire form becomes due and repayable,
unmatured Coupons and Talons (if any) relatingetwe¢whether or not attached) shall become void
and no payment or, as the case may be, exchandertber Coupons shall be made in respect
thereof.

If the due date for redemption of any definitivet®lds not an Interest Payment Date or a
Specified Interest Payment Date, interest (if aagfrued in respect of such Note from (and
including) the preceding Interest Payment Date mec8ied Interest Payment Date or, as the case
may be, the Interest Commencement Date shall babt@ynly against surrender of the relevant
definitive Note.

Payments of principal and interest (if any) in exgtpof Notes represented by any global Note
will (subject as provided below) be made in the n&nspecified above in relation to definitive
Notes and otherwise in the manner specified inrgdevant global Note, against presentation or
surrender, as the case may be, of such global (Natés not intended to be issued in NGN form) at
the specified office of the Agent. A record of egayment made against presentation or surrender
of such global Note, distinguishing between anynpamyt of principal and any payment of interest,
will be made on such global Note by the Agent amthgecord shall bprima facieevidence that the
payment in question has been made

The holder of the relevant global Note shall bedhby person entitled to receive payments in
respect of Notes represented by such global Natdlanlssuer or, as the case may be, the Guarantor
will be discharged by payment to, or to the ordettee holder of such global Note in respect ofteac
amount so paid. Each of the persons shown inet@rds of Euroclear or Clearstream, Luxembourg
as the holder of a particular nominal amount ofdsatust look solely to Euroclear or Clearstream,
Luxembourg, as the case may be, for his shareabf payment so made by the Issuer or, as the case
may be, the Guarantor to, or to the order of, thiedr of the relevant global Note. No person other
than the holder of the relevant global Note shallehany claim against the Issuer or, as the cage ma
be, the Guarantor in respect of any payments dubatrglobal Note.
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Payments of interest in respect of the Notes vélinade at the specified office of a Paying
Agent in the United States (which expression, &l userein, means the United States of America
(including the States and the District of Columdbis, territories, its possessions and other areas
subject to its jurisdiction)) if:

()  the Issuer has appointed Paying Agents wittti§ipe offices outside the United States
with the reasonable expectation that such Payingnfsgwould be able to make
payment at such specified offices outside the dri8ates of the full amount of interest
on the Notes in the manner provided above when due;

(i)  payment of the full amount of such interessath specified offices outside the United
States is illegal or effectively precluded by exufpa controls or other similar
restrictions; and

(i)  such payment is then permitted under Unitedt&s law without involving, in the
opinion of the Issuer and the Guarantor, adversedasequences to the Issuer.

(c) Redenomination

The Issuer may, without the consent of the Notedrsldr the holders of related Receipts or
Coupons on giving at least 30 days’ prior noticéh Noteholders in accordance with Condition 15,
elect that, with effect from the Redenomination édapecified in the notice, the Notes shall be
redenominated in euro. The election will have eféecfollows:

(i each Specified Denomination will be deemedealbnominated in such amount of euro
as is equivalent to its denomination in the SpedifCurrency at the Established Rate,
subject to such provisions (if any) as to roundiaigd payments in respect of fractions
consequent on rounding) as the Issuer may decid®,aa may be specified in the
notice;

(i)  after the Redenomination Date, all paymentseaspect of the Notes, the Receipts and
the Coupons will be made solely in euro, includpayments of interest in respect of
periods before the Redenomination Date, as thoefgrences in the Notes to the
Specified Currency were to euro; and

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

(d)  Exchangeability

The Issuer may without the consent of the Notehslde the holders of related Receipts or
Coupons, on giving at least 30 days’ prior notéhe Noteholders in accordance with Condition 15,
elect that, with effect from the Redenominationéatt such later date for payment of interest under
the Notes as it may specify in the notice, the Blateall be exchangeable for Notes expressed to be
denominated in euro in accordance with such arraagés as the Issuer may decide and as may be
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specified in the notice, including arrangementseurvdhich Receipts and Coupons unmatured at the
date so specified become void.

In this Condition, the following expressions hake following meanings:

Established Ratemeans the rate for conversion of the Specifiedrémy (including
compliance with rules relating to roundings in ademce with applicable European Community
regulations) into euro established by the Courfdhe European Union pursuant to Article 109(4) of
the Treaty; and

Redenomination Dateneans any date for payment of interest under tited\specified by the
Issuer which falls on or after the date on whiah tbuntry of the Specified Currency participates in
European Economic and Monetary Union pursuantedrteaty.

(e) Payment Day
If the date for payment of any amount in respectmy Note, Receipt or Coupon is not a
Payment Day, the holder thereof shall not be eutitb payment until the next following Payment
Day in the relevant place and shall not be entitteturther interest or other payment in respect of
such delay. For these purposes, unless otherwesgfigg in the applicable Final TermBayment
Day means any day which is both:
0] a day (other than a Saturday or a Sunday) dohwbanks are open for business in:
(A) the relevant place of presentation; and
(B) any Additional Financial Centre specified ir thpplicable Final Terms; and

(i)  either (1) in relation to Notes denominatedairSpecified Currency other than euro, a
day on which commercial banks and foreign exchangekets settle payments in the
principal financial centre of the relevant Spedofi@urrency (if other than London and
which if the Specified Currency is Australian dodlashall be Melbourne) or (2) in
relation to notes denominated in euro, a day orchvtiie TARGET System (as defined
in Condition 5(b)(iv)) is operating.

()] Interpretation of Principal and Interest

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

0] any additional amounts which may be payablédnwétspect to principal under Condition
10;

(i)  the Final Redemption Amount of the Notes;
(i)  the Early Redemption Amount of the Notes;

(iv) the Optional Redemption Amount(s) (if any)tbé Notes;
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(v) inrelation to Notes redeemable in instalmettits,Instalment Amounts; and

(viy any premium and any other amounts which maydgable under or in respect of the
Notes.

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

8. Agent and Paying Agents

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

The Issuer and the Guarantor are entitled to vatgroninate the appointment of any Paying
Agent and/or appoint additional or other Paying #tgeand/or approve any change in the specified
office through which any Paying Agent acts, proddeat:

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

(i)  there will at all times be a Paying Agent withspecified office acting in continental
Europe;

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

(iv) each of the Issuer and the Guarantor will eeghat it maintains a Paying Agent in a
Member State of the European Union that will nobbiged to withhold or deduct tax
pursuant to European Council Directive 2003/48/BCany law implementing or
complying with, or introduced in order to conforag such Directive.

In addition, the Issuer and the Guarantor shalhfeith appoint a Paying Agent having a
specified office in New York City in the circumstaes described in the final paragraph of Condition
7(b). Any variation, termination, appointment tiaage shall only take effect (other than in theecas
of insolvency, when it shall be of immediate effeatter not less than 30 nor more than 45 days’
prior notice thereof shall have been given to thetelNolders in accordance with Condition 15
provided that no such variation, termination, appuoent or change shall take effect (except in the
case of insolvency) within 15 days before or aéiry 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 Speédnterest Payment Date, as appropriate,
on which the final Coupon comprised in any Couplo@et matures, the Talon (if any) forming part

of such Coupon sheet may be surrendered at thdisgeaffice of the Agent or any Paying Agent in
exchange for a further Coupon sheet including (i€hs further Coupon sheet does not include
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Coupons to (and including) the final date for tlagmpent of interest due in respect of the Notes to
which it appertains) a further Talon, subject te finovisions of Condition 13. Each Talon shalt, fo
the purposes of these Conditions, be deemed taenatuthe Interest Payment Date or the Specified
Interest Payment Date (as the case may be) on vithelinal Coupon comprised in the relative
Coupon sheet matures.

10. Taxation

All amounts payable (whether in respect of pringip@demption amount, interest or
otherwise) in respect of the Notes will be madee femd clear of and without withholding or
deduction for or on account of any present or Rittaxes, duties, assessments or governmental
charges of whatever nature imposed or levied byprobehalf of the Kingdom of Spain or any
political subdivision thereof or any authority ayesncy therein or thereof having power to tax, ules
the withholding or deduction of such taxes, dutessessments or governmental charges is required
by law or required pursuant to an agreement desdiilo Section 1471(b) of the Code. In that event,
the Issuer, failing which the Guarantor, will payck additional amounts as may be necessary in
order that the net amounts receivable by any Nédehafter such withholding or deduction shall
equal the respective amounts which would have beegivable by such Noteholder in the absence
of such withholding or deduction; except that nohsadditional amounts shall be payable in relation
to any payment in respect of any Notes or Coupon:

0] to, or to a third party on behalf of, a Noted who is liable to such taxes, duties,
assessments or governmental charges in respeattofidotes by reason of his having
some connection with the Kingdom of Spain othenttiee mere holding of such Notes
or Coupon; or

(i)  presented for payment more than thirty dayterathe Relevant Date, except to the
extent that the relevant Noteholder would have leggitled to such additional amounts
on presenting the same for payment on the expisuol period of thirty days; or

(i)  to, or to a third party on behalf of, a Not#tler who does not provide the information
concerning such Noteholder’s identity and tax resae to the Issuer or the Guarantor
or an agent acting on behalf of the Issuer or thmr@ntor as may eventually be
required (i) in order to comply with any new prooess that may be implemented as a
consequence of an amendment, modification or irgtaflon of Royal Decree
1145/2011; or (ii) in case the Notes are represdmyedefinitive Notes; or

(iv)  where such withholding or deduction is reqdifgrsuant to an agreement described in
Section 1471(b) of the Code or otherwise imposedyant to Sections 1471 through
1474 of the Code, any regulations or agreementsuheer, any official interpretations
thereof, or any law implementing an intergovernratapproach thereto.

For the purposes of these ConditidRslevant Datemeans, in respect of any payment, the
date on which such payment first becomes due apdbey, but if the full amount of the moneys
payable has not been received by the Agent onior { such due date, it means the first date on
which, the full amount of such moneys having beemeseived and being available for payment to
Noteholders, notice to that effect shall have bdidi given to the Noteholders of the relevant Serie
in accordance with Condition 15.
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If the Issuer or the Guarantor, as the case mapdmymes subject at any time to any taxing
jurisdiction other than or in addition to the Kirggd of Spain, references herein to the Kingdom of
Spain shall be read and construed as referencéset&ingdom of Spain, and/or to such other

jurisdiction.

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

11. Events of Default

The following events or circumstances (eaclesant of Defaul) shall be acceleration events
in relation to the Notes of any Series, namely:

(a)

(b)

(©)

(d)

(e)

Non-payment the Issuer fails to pay any amount of principaréspect of the Notes
within 7 days of the due date for payment theredaibs to pay any amount of interest
in respect of the Notes within 14 days of the daie dor payment thereof; or

Breach of other obligationsthe Issuer or the Guarantor defaults in the perdoca or
observance of any of its other obligations undeinaespect of the Notes or the Deed
of Guarantee and such default remains unremedie@Godays after written notice
thereof, addressed to the Issuer and the Guarbyttire Commissioner (as defined in
Condition 12) or, failing whom, any Noteholder, Hzeen delivered to the Issuer and
the Guarantor or to the specified office of the Aiger

Cross-default of the Issuer, the Guarantor or a Rcipal Subsidiary (i) any Relevant
Indebtedness (as defined in Condition 4) of thedssthe Guarantor or any of their
respective Principal Subsidiaries is not paid wHaea or (as the case may be) within
any originally applicable grace period; (ii) anychlRelevant Indebtedness becomes (or
becomes capable of being declared) due and payahde to its stated maturity
otherwise than at the option of the Issuer, ther&uar or (as the case may be) the
relevant Principal Subsidiary or (provided that mwent of default, howsoever
described, has occurred) any person entitled tb Raetevant Indebtedness; or (iii) the
Issuer, the Guarantor or any of their respectivacifral Subsidiaries fails to pay when
due any amount payable by it under any GuaranteangfRelevant Indebtedness,
provided that the amount of Relevant Indebtedne$srned to in sub-paragraph (i)
and/or sub-paragraph (ii) above and/or the amowyalge under any Guarantee
referred to in sub-paragraph (iii) above individyalr in the aggregate exceeds euro
50,000,000 (or its equivalent in any other curreoicgurrencies); or

Unsatisfied judgementone or more judgement(s) or order(s) for the paymémny
amount is rendered against the Issuer, the Guarantmy of their respective Principal
Subsidiaries (if any) and continue(s) unsatisfiad anstayed for a period of 30 days
after the date(s) thereof or, if later, the datren specified for payment; or

Security enforceda secured party takes possession, or a receiveragen or other
similar officer is appointed, of the whole or angripof the undertaking, assets and
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(f)

(9)

(h)

(),

(k)

(M

revenues of the Issuer, the Guarantor or any af tbepective Principal Subsidiaries (if
any); or

Insolvency etc (i) the Issuer, the Guarantor or any of their refipe Principal
Subsidiaries (if any) becomes insolvent, is adjaidid bankrupt (or applies for an order
of bankruptcy) or is unable to pay its debts ay thadl due, (i) an administrator or
liquidator of the Issuer, the Guarantor or anyh#fiit respective Principal Subsidiaries
(if any) or of the whole or any part of the undkita, assets and revenues of the Issuer,
the Guarantor or any of their respective Princtpalbsidiaries (if any) is appointed (or
application for any such appointment is made)), {fie Issuer, the Guarantor or any of
their respective Principal Subsidiaries (if anyjes any action for a readjustment or
deferment of any of its obligations or makes a g@lresssignment or an arrangement or
composition with or for the benefit of its credigoor declares a moratorium in respect
of any of its Indebtedness or any Guarantee ofladgbtedness given by it or (iv) the
Issuer, the Guarantor or any of their respectiveciyal Subsidiaries (if any) ceases or
threatens to cease to carry on all or substantillgf its business (otherwise than, in
the case of a Principal Subsidiary of the Issuear(y) or a Principal Subsidiary of the
Guarantor (other than the Issuer), for the purpodes pursuant to an amalgamation,
reorganisation or restructuring whilst solvent); or

Winding up etc. an order is made or an effective resolution is @édsr the winding
up, liquidation or dissolution of the Issuer, theaEantor or any of their respective
Principal Subsidiaries (if any) (otherwise thanthe case of a Principal Subsidiary of
the Issuer (if any) or a Principal Subsidiary o tBuarantor, for the purposes of or
pursuant to an amalgamation, reorganisation orusiring whilst solvent); or

Analogous eventany event occurs which under the laws of the Kimyad Spain has
an analogous effect to any of the events referoeth tparagraphs (d) to (g) above
including, but not limited tagoncursg or

Failure to take action etcany action, condition or thing at any time requitedoe
taken, fulfilled or done in order (i) to enable tlssuer and the Guarantor lawfully to
enter into, exercise their respective rights arfopa and comply with their respective
obligations under and in respect of the Notes ardXeed of Guarantee, (ii) to ensure
that those obligations are legal, valid, bindingl aamforceable and (iii) to make the
Notes, the Receipts, the Coupons and the Guarauesssible in evidence in the
courts of the Kingdom of Spain is not taken, fléfil or done; or

Unlawfulness it is or will become unlawful for the Issuer or t@aiarantor to perform
or comply with any of its obligations under or iespect of the Notes or the Deed of

Guarantee; or

Deed of Guarantee not in forcahe Deed of Guarantee is not (or is claimed by the
Guarantor not to be) in full force and effect; or

Controlling shareholder the Issuer ceases to be wholly-owned and contrdliethe
Guarantor.
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If any Event of Default shall occur in relationdoy Series of Notes, any Noteholder of the
relevant Series may, by written notice to the Issuel the Guarantor, at the specified office of the
Agent, declare that such Note and (if the Notenisrest-bearing) all interest then accrued on such
Note shall be forthwith due and payable, whereuifhensame shall become immediately due and
payable at its early termination amount (Hsely Termination Amounj (which shall be its principal
amount or such other Early Termination Amount ay b specified in or determined in accordance
with the relevant Final Terms) less, in the casarof Instalment Note, the aggregate amount of all
instalments that shall have become due and payablespect of such Note under any other
Condition prior to the date fixed for redemptionhfgh amount, if and to the extent not then paid,
remains due and payable), together with all intefiésany) accrued thereon without presentment,
demand, protest or other notice of any kind, alivbich the Issuer will expressly waive, anything
contained in such Notes to the contrary notwittditagy unless, prior thereto, all Events of Defauilt
respect of the Notes of the relevant Series shatk lbeen cured.

In these Conditions:
Gas Natural Fenosa Groupneans the Guarantor and its Subsidiaries from tintiene; and

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

(i)  the total assets, income before taxes and sdlasSubsidiary of the Guarantor will be
determined from its financial statements (constdidaif it has Subsidiaries) upon
which the latest annual audited financial stateseftthe Gas Natural Fenosa Group
have been based:;

(i) if a Subsidiary of the Company becomes a maendfehe Gas Natural Fenosa Group
after the date on which the latest audited findratetements of the Gas Natural Fenosa
Group have been prepared, the total assets, indmfwre taxes and sales of that
Subsidiary will be determined from its latest arrfirancial statements;

(i)  the total assets, income before taxes andssaf the Gas Natural Fenosa Group will be
determined from its latest annual audited financ#tements, adjusted (where
appropriate) to reflect the total assets, inconferbeaxes and sales of any company or
business subsequently acquired or disposed of; and

(iv) if a Principal Subsidiary disposes of all arbstantially all of its assets to another
Subsidiary of the Guarantor, the disposing Subsidwill immediately cease to be
Principal Subsidiary and the other Subsidiary {(ifsi not already) will immediately
become a Principal Subsidiary and, for the avoidasialoubt, the subsequent financial
statements of those Subsidiaries and the Gas Natareosa Group will be used to
determine whether those Subsidiaries are PrinGpbkidiaries or not.

A report by the Directors of the Guarantor thattheir opinion, a Subsidiary of the Guarantor

is or is not or was or was not at any particularetior throughout any specified period a Principal
Subsidiary, accompanied by a report by the Audigatgressed to the Directors of the Guarantor as
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to proper extraction of the figures used by theeBtiors of the Guarantor in determining the Priricipa
Subsidiaries of the Guarantor and mathematicalracgwf the calculations shall, in the absence of
manifest error, be conclusive and binding on théeNalders;

12. Meetings of Noteholders

The Agency Agreement contains provisions (whichllshave effect as if incorporated by
reference herein) for convening meetings of theeNolders of any Series to consider any matter
affecting their interests, including (without limiton) the modification by Extraordinary Resolution
(as defined below) of these Conditions. An Extdamary Resolution passed at any meeting of the
Noteholders of any Series will be binding on allt&wlders of such Series, whether or not they are
present at the meeting, and on all holders of Cosipelating to Notes of such Series.

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

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

13. Replacement of Notes, Receipts, Coupons and dias

Should any Note, Receipt, Coupon or Talon be kisten, mutilated, defaced or destroyed, it
may be replaced at the specified office of the AdanLondon (or such other place as may be
notified to the Noteholders), subject to all applite laws and listing authority, stock exchange
and/or quotation system requirements upon paymerth® claimant of the expenses incurred in
connection therewith and on such terms as to eg&land indemnity as the Issuer and the Guarantor
may reasonably require. Mutilated or defaced Notesceipts, Coupons or Talons must be
surrendered before replacements will be issued.

14.  Prescription

The Notes, Receipts and Coupons will become voldssnpresented for payment within a
period of ten years (in the case of principal) fine years (in the case of interest) after the Rai¢
Date (as defined in Condition 10) therefor.

There shall not be included in any Coupon sheeed®n exchange of a Talon any Coupon
the claim for payment in respect of which wouldvoéd pursuant to this Condition 14 or Condition
7(b) or any Talon which would be void pursuant tm@ition 7(b).

15. Notices

All notices regarding the Notes shall be valid ifbpshed in one or more leading English
language daily newspapers with circulation in thatéd Kingdom (which is expected to be the
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Financial Time}¥ and (so long as the Notes are listed on theialfflist of the Luxembourg Stock
Exchange and the rules of that stock exchange qaired published either on the website of the
Luxembourg Stock Exchange (www.bourse.lu) or ieading newspaper having general circulation
in Luxembourg (which is expected to be thexemburger Wojtor, if such publication shall not be
practicable, in an English language newspaper oém circulation in Europe. Any such notice
shall be deemed to have been given on the datechffgublication or, if published more than once or
on different dates, on the first date on which mmattlon is made.

Notices to be given by any Noteholder shall be nitimg and given by lodging the same,
together with the relative Note or Notes, with fkgent. Whilst any of the Notes are represented by
a global Note, such notice may be given by any Natier to the Agent via Euroclear and/or
Clearstream, Luxembourg, as the case may be, im samner as the Agent and Euroclear and/or
Clearstream, Luxembourg, as the case may be, nmg\apfor this purpose.

16.  Further Issues

The Issuer shall be at liberty from time to timeheut the consent of the Noteholders to
create and issue further notes rankpagi passuin all respects (or in all respects save for it f
payment of interest thereon) with the outstandirageN and so that the same shall be consolidated
and form a single series with the outstanding Notes

17.  Substitution of the Issuer

(&) The Issuer and the Guarantor may with resgeeiny Series of Notes issued by the
Issuer (theRelevant Noteswithout the consent of any Noteholder, substifigrethe
Issuer any other body corporate incorporated ina@untry in the world as the debtor
in respect of the Notes and the Agency AgreemégstJubstituted Debtgrupon notice
by the Issuer, the Guarantor and the Substitutdstddeo be given by publication in
accordance with Condition 15, provided that:

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

(i)  the Issuer, the Guarantor and the Substitubettor have entered into such
documents (th&ocument3 as are necessary to give effect to the substituti
and in which the Substituted Debtor has undertékésvour of each Noteholder
of the Relevant Notes to be bound by these Comditamd the provisions of the
Agency Agreement as the debtor in respect of suntedNin place of the Issuer
(or of any previous substitute under this Conditi@i):;

(i) if the Substituted Debtor is resident for tgxrposes in a territory (thHew
Residencg other than that in which the Issuer prior to sscistitution was
resident for tax purposes (thormer Residenckthe Documents contain an
undertaking and/or such other provisions as maydoessary to ensure that each
Noteholder of the Relevant Notes has the benefiarofundertaking in terms
corresponding to the provisions of Condition 10thwiwhere applicable, the
substitution of references to the Former Residemitle references to the New
Residence;
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(b)

(©)

(d)

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

(v)  the Substituted Debtor, the Issuer and the &uar have obtained all necessary
governmental approvals and consents for such s¢uwfieti and for the
performance by the Substituted Debtor of its obiayes under the Documents
and for the performance by the Guarantor of itsgalibns under the Guarantee
as they relate to the obligations of the Subsiitidebtor under the Documents;

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

(viiy a legal opinion shall have been deliveredthe Commissioner and the Agent
(from whom copies will be available) from lawyerfsrecognised standing in the
country of incorporation of the Substituted Debtoonfirming, as appropriate,
that upon the substitution taking place (A) theuresments of this Condition 17,
save as to the giving of notice to the Noteholdege been met and (B) the
Notes, Coupons and Talons are legal, valid anditgnabligations of the
Substituted Debtor enforceable in accordance \mgfr terms;

(viii) Moody’s Investors Service Limited and Standlaand Poor’s Ratings Services, a
Division of The McGraw-Hill Companies (or any oth@ting agency which has
issued a rating in connection with the Relevantedpshall have confirmed that
following the proposed substitution of the SubsitlDebtor, the credit rating of
the Relevant Notes will not be adversely affectad

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

Upon the execution of the Documents and thévelsl of the legal opinions, the
Substituted Debtor shall succeed to, and be sutestifor, and may exercise every right
and power, of the Issuer under the Relevant Natdslae Agency Agreement with the
same effect as if the Substituted Debtor had beened as the Issuer herein, and the
Issuer shall be released from its obligations urierRelevant Notes and under the
Agency Agreement.

After a substitution pursuant to Condition 1)7(he Substituted Debtor may, without
the consent of any Noteholder, effect a furtheisstuion. All the provisions specified
in Condition 17(a) and 17(b) shall apphyutatis mutandisand references in these
Conditions to the Issuer shall, where the contexesgjuires, be deemed to be or include
references to any such further Substituted Debtor.

After a substitution pursuant to Condition 1)7¢a 17(c) any Substituted Debtor may,
without the consent of any Noteholder, reversesthmstitutionmutatis mutandis
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(e) The Documents shall be delivered to, and kegptHe Agent. Copies of the Documents
will be available free of charge at the specifiéftte of each of the Agents.

18. Governing Law; Submission to Jurisdiction

The Agency Agreement, the Deed of Covenant, thed@é&uarantee and the Notes and any
non-contractual obligations arising out of or imaection with them are governed by, and shall be
construed in accordance with, English law, saveCfonditions 2 and 3 which shall be governed by,
and shall be construed in accordance with, Spdaish The Issuer and the Guarantor irrevocably
agree for the benefit of the Noteholders that th&ts of England shall have jurisdiction to head an
determine any suit, action or proceedings, ancettlesany disputes (togethBroceedingy which
may arise out of, or in connection with, the Agedgreement, the Deed of Covenant, the Deed of
Guarantee and the Notes and, for such purposeoaably submit to the jurisdiction of such courts.

The Issuer and the Guarantor irrevocably and uritiondlly waive and agree not to raise any
objection which any of them may have now or subsaty to the laying of the venue of any
Proceedings in the courts of England and any ctaah any Proceedings have been brought in an
inconvenient forum and further irrevocably and umdibonally agree that a judgement in any
Proceedings brought in the courts of England dfeltonclusive and binding upon each of them and
may be enforced in the courts of any other jurisalic Nothing in this Condition shall limit any
right to take Proceedings against the Issuer artiorGuarantor in any other court of competent
jurisdiction, nor shall the taking of Proceedingsoine or more jurisdictions preclude the taking of
Proceedings in any other jurisdiction, whether corently or not.

The Issuer and the Guarantor irrevocably and urtondlly appoint Law Debenture
Corporate Services Limited at Fifth Floor, 100 W@&icket, London EC2V 7EX, United Kingdom as
agent for service of process in England in respéeiny Proceedings in England and undertake that
in the event of it ceasing so to act the Issuerthadsuarantor will forthwith appoint a further pen
as their agent for that purpose and notify the nanteaddress of such person to the Agent and agree
that, failing such appointment within fifteen dagsyy Noteholder shall be entitled to appoint such a
person by written notice addressed to the Issugtl@Guarantor and delivered to the Issuer and the
Guarantor or to the specified office of the Agehtothing contained herein shall affect the right of
any Noteholder to serve process in any other maperanitted by law.

19. Rights of Third Parties

No person shall have any right to enforce any tericondition 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 Notee”Euroclear and/or Clearstream, Luxembourg
shall, whenever the context so permits, exceptlation to Notes issued in NGN form, be deemed to
include a reference to any additional or altermatilearance system approved by the Issuers and the
Agent.

Delivery

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

0] if the global Notes are intended to be issugd{GN form, as stated in the applicable Final
Terms, be delivered on or prior to the relevantués®ate to the Common Safekeeper for
Euroclear and Clearstream, Luxembourg; or

(i)  if the global Notes are not intended to beauesss in NGN form, be delivered on or prior to the
relevant Issue Date with the Common Depositary fuwroclear and Clearstream,
Luxembourg,

without receipts, interest coupons or talons.

If the Global Notes are stated in the applicableaFTerms to be issued in NGN form, the relevant
clearing systems will be notified whether or notlsiuGlobal Notes are intended to be held in a
manner which would allow Eurosystem eligibility arnfiso, will be delivered on or prior to the
original issue date of the Tranche to the Commofekeaper. This means that the Notes are
intended to be deposited with one of the intermafiacentral securities depositarid€$Ds) as
Common Safekeeper and not necessarily that thesNatebe recognised as eligible collateral for
Eurosystem monetary policy and intra-day creditragens by the Eurosystem either upon issue or
at any or all times during their life. Such recitigm will depend upon satisfaction of the
Eurosystem eligibility criteria.

If the Temporary Global Note is not in NGN form,ampthe initial deposit of a Temporary Global
Note with the Common Depositary, Euroclear or Graam, Luxembourg will credit each
subscriber with a nominal amount of Notes equatht nominal amount thereof for which it has
subscribed and paid. If the Temporary Global Nstén NGN form, the nominal amount of the
Notes represented by such Temporary Global Notk lshahe aggregate amount from time to time
entered in the records of both Euroclear and Ciesns, Luxembourg. The records of Euroclear
and Clearstream, Luxembourg shall be conclusivalesnmie of the nominal amount of Notes
represented by such Temporary Global Note andthfese purposes, a statement issued by either
Euroclear or Clearstream, Luxembourg stating theinal amount of Notes represented by such
Temporary Global Note at any time shall be conekistvidence of the records of Euroclear or
Clearstream, Luxembourg, respectively, at the ealetime.

Exchange

A Permanent Global Note will only be issued inltiailh respect of any Tranche of Notes where
certification of non-United States beneficial owstep is not required by U.S. Treasury Regulations.
Unless otherwise agreed between the Issuers amdlévant Dealer, if the global Notes are intended
to be issued in NGN form (to be eligible as collatdor Eurosystem operations), as stated in the
applicable Final Terms, the Permanent Global Nallebe delivered on or prior to the relevant Issue
Date to the Common Safekeeper. If the global Natesnot intended to be issued in NGN form, the
Permanent Global Note will be delivered to the CamrDepositary.
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On and after the date (tlexchange Datg which is 40 days after the date on which any Tenagy
Global Note is issued, interests in such Tempo€ilgbal Note will be exchanged (free of charge)
either for interests in a Permanent Global Notéeuit receipts, interest coupons or talons or for
definitive Notes with, where applicable, receiptserest coupons and talons attached (as indi¢ated
the applicable Final Terms) in each case agaimstemtation of the Temporary Global Note only to
the extent that certification of non-U.S. benefi@ganership (in a form to be provided) as required
by U.S. Treasury Regulations has been receivedubgdiear, Clearstream, Luxembourg and/or any
other relevant system, and such clearing systemdhzen a like certification (based on the
certifications it has received) to the Agent. @hation to any issue of Notes which are expressed t
be Temporary Global Notes exchangeable for defimiNotes, such Notes shall be tradeable only in
a principal amount which is an integral multipletioé Specified Denomination.

Holders of interests in any Temporary Global Ndtallsnot (unless, upon due presentation of such
Temporary Global Note for exchange for a Permar&obal Note or for delivery of definitive
Notes, such exchange or delivery is improperly étd or refused and such withholding or refusal
is continuing at the relevant payment date) beledtto receive any payment in respect of the Notes
represented by such Temporary Global Note whicls féle on or after the Exchange Date or be
entitled to exercise any option on a date aftelEkehange Date.

Unless otherwise specified in the applicable Fimakms, a Permanent Global Note will be

exchangeable (free of charge), in whole but ngdart, for definitive Notes, with, where applicable,

receipts, interest coupons and talons attachebeifimited circumstances specified in the Permanen
Global Note. Global Notes and definitive Notes Wil issued pursuant to the Agency Agreement.

Payments

Whilst any Note is represented by a Temporary Gldlme, payments of principal and interest (if
any) due prior to the Exchange Date (as definedvelvill be made, against presentation of the
Temporary Global Note (if the Temporary Global N@eot intended to be issued in NGN form),
only to the extent that certification (in a formlie provided) to the effect that the beneficial ergn

of interests in such Note are not U.S. personsemagns who have purchased for resale to any U.S.
person, as required by U.S. Treasury Regulatioas, bbeen received by Euroclear, Clearstream,
Luxembourg and/or any other relevant clearing sysieas given a like certification (based on the
certifications it has received) to the Agent.

Payments of principal and interest (if any) on @bgl Note not in NGN form will be made through
Euroclear, Clearstream, Luxembourg and/or any atdlevant clearing system against presentation
or surrender (as the case may be of the global Matet intended to be issued in NGN form),
without any requirement for certification. If tiggobal Note is not in NGN form, a record of each
payment so made will be endorsed on each globag,Nehich endorsement will bgrima facie
evidence that such payment has been made in resfpibet global Note. If a global Note is in NGN
form, the Issuers shall procure that details ohsexchange be enterpdo ratain the records of the
Euroclear and/or Clearstream, Luxembourg and theimad amount of the Notes recorded in the
records of Euroclear and/or Clearstream, Luxemhoasgthe case may be, and represented by the
global Note will be reduced accordingly.

For the purpose of any payments made in respeci@bbal Note, the relevant place of presentation
shall be disregarded in the definition of “Paymeay” set out in Condition 7(ePayment Day

NGN nominal amount

Where the global Note is in NGN form, the Issuednsllsprocure that any exchange, payment,
cancellation or exercise of any option or any rightler the Notes, as the case may be, shall be
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entered in the records of the relevant clearingesys and, upon such entry being made, the nominal
amount of the Notes represented by such global st@# be adjusted accordingly.

Acceleration

A Note may be accelerated by the holder thereakeitain circumstances described in “Terms and
Conditions of Notes issued by Gas Natural Fenosariee B.V.—Events of Default” and “Terms
and Conditions of Notes issued by Gas Natural @aplarkets, S.A.—Events of Default”. In such
circumstances, where any Note is still represebied global Note and a holder of such Note so
represented and credited to his securities acamitintEuroclear or Clearstream, Luxembourg gives
notice that it wishes to accelerate such Note,ssnlgithin a period of 15 days from the giving of
such notice payment has been made in full of theusmtndue in accordance with the terms of such
global Note, such global Note will become void. thé¢ same time, holders of interests in such global
Note credited to their accounts with Euroclear a@stream, Luxembourg will become entitled to
proceed directly against the relevant Issuer onlthsis of statements of account provided by
Euroclear and Clearstream, Luxembourg, on and sutgje¢he terms of a deed of covenant (teed

of Covenan} dated on or about 26 November 2012 executedédyetlevant Issuer.

Denominations

So long as the Notes are represented by a Temp@tabal Note or Permanent Global Note and the
relevant clearing system(s) so permit, the NoteH t& tradable only (a) if the Specified
Denomination stated in the relevant Final Termseigro 100,000 (or its equivalent in another
currency)”, in the authorised denomination of efil®,000 (or its equivalent in another currency)
and integral multiples of euro 100,000 (or its eglént in another currency) thereafter, or (bhd t
Specified Denomination stated in the relevant Fifatms is “euro 100,000 (or its equivalent in
another currency) and integral multiples of eur@00, (or its equivalent in another currency) in
excess thereof”, in the minimum authorised denotiinaof euro 100,000 (or its equivalent in
another currency) and higher integral multiplegafo 1,000 (or its equivalent in another currency),
notwithstanding that no definitive Notes will besugd with a denomination above euro 199,000 (or
its equivalent in another currency).

U.S. legend

The following legend will appear on all global Nstelefinitive Notes, Receipts, interest Coupons
and Talons:

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

The sections referred to in the legend above peovltht United States holders, with certain
exceptions, will not be entitled to deduct any loasNotes, receipts or interest coupons and will no
be entitled to capital gains treatment of any gairany sale, disposition, redemption or payment of
principal in respect of Notes, receipts or intemstpons.
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FORM OF GUARANTEE
The following is the text of the Deed of Guarantee:

THIS DEED OF GUARANTEE is made odétd

BY
(1) GAS NATURAL SDG, S.A.of Plaga del Gas no.1, 08003 Barcelona, SpainGtieantor)

IN FAVOUR OF

(2) THE HOLDERS AND THE RELEVANT ACCOUNT HOLDERS (as defined below)
(each aBeneficiaryand together, thBeneficiaried

WHEREAS

(A) Gas Natural Fenosa Finance B.V. and the Guarasgtablished a euro medium term note
programme for the issuance of debt instruments Rifoggrammeg and Gas Natural Capital
Markets, S.A. and Gas Natural Fenosa Finance BaVe lacceded to the Programme, with
Gas Natural Fenosa Finance B.V. having substit@as Natural Finance B.V. as an issuer
thereunder.

(B) Pursuant to the Programme, Gas Natural Fendsan€ée B.V. and Gas Natural Capital
Markets, S.A. (théssuerg may from time to time issue notdsdteg in an aggregate nominal
amount of up to euro 14,000,000,000 (subject tosadjent in accordance with the amended
and restated programme agreement dated on or @ @ecember 2016 relating to the
Programme, as amended, supplemented, restateplaced from time to time);

(C) In connection with the Programme the Issuengehentered into an amended and restated
agency agreement dated on or about 2 December(26Enended, supplemented, restated or
replaced from time to time, thAgency Agreemeftand made between the Issuers, the
Guarantor, Citibank, N.A., London Branch as Agent dhe other Paying Agents named
therein and each Issuer has executed and delivwerdeled of covenant (each,Deed of
Covenan} dated on or about 2 December 2016.

(D) The Guarantor has duly authorised the givingaajuarantee in respect of the Notes to be
issued under the Programme and each Deed of Cdvenan

THIS DEED WITNESSES as follows:
1. INTERPRETATION
1.1 In this Deed of Guarantee:

Conditions means the terms and conditions of Notes issue@Gds/ Natural Fenosa Finance
B.V. or the terms and conditions of Notes issuedlg Natural Capital Markets, S.A., as the
case may be (in each case, as scheduled to theygdemeement and as modified from time
to time in accordance with their terms) and angnafce to a numberétbndition is to the
correspondingly numbered provision thereof;

Holder in relation to any Note means, at any time, thesqg®ewho is the bearer of such Note;
and

Relevant Account Holdehas the meaning given in each Deed of Covenant.

1.2 Clause headings are for ease of reference only.
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1.3

2.2

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

Benefit of Deed of Guarantee

Any Notes issued under the Programme on or dfterdate of this Deed of Guarantee shall
have the benefit of this Deed of Guarantee butl stwdl have the benefit of any subsequent
guarantee relating to the Programme (unless expressprovided in any such subsequent
guarantee).

GUARANTEE AND INDEMNITY
The Guarantor hereby unconditionally and iroalmy guarantees:

(@) to each Holder the due and punctual paymeahgfand every sum or sums of money
which each Issuer shall at any time be liable tp ywader or pursuant to any Note as
and when the same shall become due and payablegaees unconditionally to pay to
such Holder, forthwith upon demand by such Holdstt an the manner and currency
prescribed by such Notes for payments by the ratelgguer thereunder, any and every
sum or sums of money which each Issuer shall attiamy be liable to pay under or
pursuant to such Note and which the relevant Isshiglf have failed to pay at the time
such demand is made; and

(b) to each Relevant Account Holder the due andc:fuah payment of all amounts due to
such Relevant Account Holder under each Deed ofe@ant as and when the same
shall become due and payable and agrees uncoraijiclo pay to such Relevant
Account Holder, forthwith on demand by such RelévAocount Holder and in the
manner and in the currency prescribed pursuartdadlevant Deed of Covenant for
payments by the relevant Issuer thereunder, anyexrdy sum or sums of money
which the relevant Issuer shall at any time beldiab pay under or pursuant to the
relevant Deed of Covenant and which the relevantds shall have failed to pay at the
time demand is made.

As a separate, additional and continuing obbtiga the Guarantor unconditionally and
irrevocably undertakes with each Beneficiary tehguld any amount referred to in Clause 2.1
not be recoverable from the Guarantor thereunderafty reason whatsoever (including,
without limitation, by reason of any Note, any peien of any Note, the relevant Deed of
Covenant or any provision thereof being or becomioid, unenforceable or otherwise invalid
under any applicable law) then, notwithstanding tha same may have been known to such
Holder or Relevant Account Holder, the Guarantdt, wis a sole, original and independent
obligor, upon first written demand under Clause thake payment of such amount by way of
a full indemnity in such currency and otherwisesiith manner as is provided for in the Notes
or the relevant Deed of Covenant (as the case ®ggrid indemnify each Beneficiary against
all losses, claims, costs, charges and expensesith it may be subject or which it may incur
under or in connection with the Notes, the relevBeed of Covenant or this Deed of
Guarantee.

COMPLIANCE WITH THE CONDITIONS

The Guarantor covenants in favour of each Beragficihat it will duly perform and comply
with the obligations expressed to be undertakeih imythe Conditions.
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4.2

4.3

4.4

4.5

PRESERVATION OF RIGHTS

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

The obligations of the Guarantor herein cometdirshall constitute and be continuing
obligations notwithstanding any settlement of actaar other matters or things whatsoever
and, in particular but without limitation, shall tnbe considered satisfied by any partial
payment or satisfaction of all or any of the obligas arising under any Note or Deed of
Covenant and shall continue in full force and dfiecrespect of each Note and the relevant
Deed of Covenant until final repayment in full df amounts owing by the relevant Issuer,
and total satisfaction of all the actual and cageint obligations of such Issuer under such
Note or such Deed of Covenant.

Neither the obligations of the Guarantor heogintained nor the rights, powers and remedies
conferred upon the Beneficiaries or any of thenihdy Deed of Guarantee or by law shall be
discharged, impaired or otherwise affected by:

(@) the insolvency, winding-up, liquidation, disstdbn, amalgamation, reconstruction or
reorganisation of the relevant Issuer, or analogmoseedings in any jurisdiction or
any change in status, function, control or owngrsiiithe relevant Issuer; or

(b) any of the obligations of the relevant Issuarder any of the Notes or the relevant
Deed of Covenant being or becoming illegal, invalidinenforceable in any respect; or

(c) time or other indulgence being granted or adjteebe granted to the relevant Issuer, in
respect of any obligations arising under any of Nw@es or the relevant Deed of
Covenant; or

(d) any amendment to, or any variation, waiverebease of, any obligation of the relevant
Issuer under any of the Notes or the relevant @é€&bvenant; or

(e) any other act, event or omission which, buttfiis Clause 4.3, would or might operate
to discharge, impair or otherwise affect the ollm#s of the Guarantor herein
contained or any of the rights, powers or remedi@sferred upon the Holders, the
Relevant Account Holders or any of them by this ddeeGuarantee or by law.

Without prejudice to the generality of the fpoang, any settlement or discharge between the
Guarantor and the Beneficiaries or any of themldfelconditional upon no payment to the
Beneficiaries or any of them by the relevant Isswerany other person on behalf of the
relevant Issuer being avoided or reduced by vidfugny provisions or enactments relating to
bankruptcy, insolvency or liquidation for the tirneing in force and, in the event of any such
payment being so avoided or reduced, the Bendgsiaghall each be entitled to recover the
amount by which such payment is so avoided or redlfiom the Guarantor subsequently as
if such settlement or discharge had not occurred.

No Beneficiary shall be obliged before exergsany of the rights, powers or remedies
conferred upon it by this Deed of Guarantee oramy. |

(a) to make any demand of the relevant Issuer dti@ar the presentation of the relevant
Note; or

(b) totake any action or obtain judgement in amyrtagainst the relevant Issuer; or

(c) to make or file any claim or proof in a winding or dissolution of the relevant Issuer,
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4.6

4.7

6.2

6.3

and, save as aforesaid, the Guarantor hereby sstprevaives, in respect of each Note,
presentment, demand and protest and notice of mtgho

The Guarantor agrees that so long as any amawator may be owed by the relevant Issuer,
under any of the Notes or the relevant Deed of Garntor the relevant Issuer is under any
actual or contingent obligations thereunder, thar@ntor shall not exercise rights which the

Guarantor may at any time have by reason of pegfoom by the Guarantor of its obligations

hereunder:

(@) to be indemnified by the relevant Issuer; and/o

(b)  to claim any contribution from any other gudoarof the obligations of the relevant
Issuer, under the Notes or the relevant Deed ot@ant; and/or

(c) to take the benefit (in whole or in part) ofyasecurity taken pursuant to, or in
connection with, any of the Notes or the relevae¢® of Covenant, by all or any of the
persons to whom the benefit of the Guarantor’'sgalbibns are given; and/or

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

The Guarantor hereby covenants that its oldligathereunder rank as described in Condition
3.

STAMP DUTIES

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

DEED POLL; BENEFIT OF GUARANTEE

This Deed of Guarantee shall take effect agseal ¢holl for the benefit of the Beneficiaries
from time to time and for the time being.

The Guarantor hereby acknowledges and coverthatsthe obligations binding upon it
contained herein are owed to, and shall be fob#refit of, each and every Beneficiary, and
that each Beneficiary shall be entitled severadyenforce the said obligations against the
Guarantor.

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

PROVISIONS SEVERABLE

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

CURRENCY INDEMNITY

If any sum due from the Guarantor under this DefeGuarantee or any order or judgement
given or made in relation thereto has to be comdeirtom the currency (thfist currency) in
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10.
10.1

10.2

10.3

10.4

10.5

which the same is payable under this Deed of Gteeaar such order or judgement into
another currency (theecond currency for the purpose of (a) making or filing a claim o
proof against the Guarantor, (b) obtaining an omtgudgement in any court or other tribunal
or (c) enforcing any order or judgement given odena relation to this Deed of Guarantee,
the Guarantor shall indemnify each Beneficiary @mand against any loss suffered as a
result of any discrepancy between (i) the ratexahange used for such purpose to convert the
sum in question from the first currency into thew® currency and (i) the rate or rates of
exchange at which such Beneficiary may in the engircourse of business purchase the first
currency with the second currency upon receipt sdira paid to it in satisfaction, in whole or
in part, of any such order, judgement, claim orfiro

This indemnity constitutes a separate and indegr@nabligation of the Guarantor and shall
give rise to a separate and independent causeiahac

NOTICES

Notices to the Guarantor will be deemed to bediraljiven if delivered at Placa del Gas no.1,
08003 Barcelona, Spain (or at such other addredd@nsuch other attention as may have
been notified to Holders in accordance with the doons) and will be deemed to have been
validly given at the opening of business on thet miay on which the Guarantor’s principal
office is open for business.

LAW AND JURISDICTION
Governing law

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

English courts

The courts of England have exclusive jurisdictionsettle any dispute (Bisputé), arising
from or connected with this Deed of Guarantee (diclg a dispute regarding the existence,
validity or termination of this Deed of Guarantee)the consequences of its nullity.

Appropriate forum

The Guarantor agrees that the courts of Englapdttee most appropriate and convenient
courts to settle any Dispute and, accordingly, ithatll not argue to the contrary.

Rights of the Beneficiaries to take proceedings ositle England

Clause 10.2English court} is for the benefit of the Beneficiaries only. Asesult, nothing in
this Clause 10L@aw and Jurisdictioh prevents the Beneficiaries from taking proceesling
relating to a DisputeRroceeding¥ in any other courts with jurisdiction. To thetemt
allowed by law, the Beneficiaries may take conaurrBroceedings in any number of
jurisdictions.

Process agent

The Guarantor agrees that the documents which atgr Proceedings in England and any
other documents required to be served in relatiothbse Proceedings in England may be
served on it by being delivered to Law DebenturepOrate Services Limited at Fifth Floor,
100 Wood Street, London EC2V 7EX, United Kingdom, ibdifferent, its registered office
for the time being or at any address of the GuarantGreat Britain at which process may be
served on it in accordance with Part 34 of the Comgs Act 2006. If such person is not or
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ceases to be effectively appointed to accept sefiprocess on behalf of the Guarantor, the
Guarantor shall, on the written demand of any Beizf/ addressed and delivered to the
Guarantor appoint a further person in England teepcservice of process on its behalf and,
failing such appointment within 15 days, any Beciefiy shall be entitled to appoint such a
person by written notice addressed to the Guaramtdrdelivered to the Guarantor. Nothing
in this paragraph shall affect the right of any &fariary to serve process in any other manner
permitted by law.

IN WITNESS WHEREOF this Deed has been executed as a deed by therBaraaad is intended
to be and is hereby delivered on the date firsvabwitten.

SIGNED as aDEED andDELIVERED }
on behalf ofGAS 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 th
Company
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USE OF PROCEEDS

Unless otherwise set forth in the relevant Finalhi® the net proceeds from the issue of each
Tranche of Notes will be on lent to Gas Natural SIB®\. to be used by Gas Natural SDG, S.A. and
its consolidated subsidiaries for:

(a) general corporate purposes; and

(b) to finance and/or refinance, in whole or in patfigiBle Green Projects.
For the purpose of this section:

Eligible Green Projects means Renewable Energy Projects, Transmissiomiiison and Smart
Grid Projects and Energy Efficiency Projects whinbet a set of environmental and social criteria
approved both by Gas Natural SDG and by a reputsthimability rating agency, and which criteria
will be made available on Gas Natural SDG’s webgitew.gasnaturalfenosa.cgnin the investor
relations section.

Renewable Energy Projectsmeans the financing of, or investments in the kgraent of, the
construction, repowering and the installation aferg@able energy production units for the production
of energy through: (i) renewable non-fossil souraad (ii) hydro, geothermal, wind, solar, waves
and other renewable energy sources.

Transmission, Distribution and Smart Grid Projects means the financing of, or investments in the
building of, the operation and the maintenanceledtac power distribution, transmission networks

and smart metering systems, that contribute tadinecting renewable energy production units to
the general network and (i) improving networkstearms of demand-size management, energy
efficiency and access to electricity.

Energy Efficiency Projectsmeans projects that contribute to a reductiomefg@y consumption per
unit of output, such as: optimisation and renewidligh efficiency equipment in energy systems (for
example, heating systems, cooling systems, lightysgiems, hot water systems), district heating, co-
generation or improved insulation of buildings.
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FORM OF FINAL TERMS

The form of the Final Terms that will be issuedeaspect of each Tranche, subject only to the
deletion of non-applicable provisions and the castiph of applicable provisions:

Capitalised words and expressions used in a Fieah3 shall, save to the extent otherwise
defined therein, have the meanings given theretihénrelevant Terms and Conditions and in the
Agency Agreement.

[Datg

[Gas Natural Fenosa Finance B.V.
(Incorporated with limited liability in The Netharids and having its statutory domicile in
Amsterdani)
[Gas Natural Capital Markets, S.A.
(Incorporated with limited liability in the Kingdowf Spain)
[Title] of relevant Tranche of Notes (specifying typ of Notes) (the Noteg

Guaranteed by
Gas Natural SDG, S.A.
issued pursuant to the euro 14,000,000,000 Euro Mieich Term Note Programme

Terms used herein shall be deemed to be defineddssfor the purposes of the Conditions of Notes
issued by [Gas Natural Fenosa Finance B.V.]/[Gawndh Capital Markets, S.A.] set forth in the
base prospectus dated 2 December 2016 R#se Prospectys[fand the Supplement to the Base
Prospectus dated [¢]] which [together] constityteds base prospectus for the purposes of the
Prospectus DirectiveD(rective 2003/71/ET as amended (which includes amendments made by
Directive 2010/73/EU to the extent that such amesris have been implemented in a relevant
Member State) (th€rospectus Directive This document constitutes the Final Terms ef Xtotes
described herein for the purposes of Article 5.4tha&f Prospectus Directive and must be read in
conjunction with such Base Prospectus [as so sompited]. Full information on the Issuer, the
Guarantor and the offer of the Notes is only atdélaon the basis of the combination of these Final
Terms and the Base Prospectus [as so supplememtedBase Prospectus [and the Supplement to
the Base Prospectus] [has/have] been publisheteowebsite of the Luxembourg Stock Exchange
at www.bourse.lu.

[The following alternative language applies if tivstftranche of an issue which is being increased
was issued under a base prospectus with an eatéitg]

Terms used herein shall be deemed to be definedchsfor the purposes of the terms and conditions
of Notes issued by [Gas Natural Fenosa Finance]las Natural Capital Markets, S.A.] (the
Conditiong set forth in the base prospectus dated [2 Decerdb@8]/[15 December 2009]/[10
November 2010]/[14 November 2011])/[26 November 2012 November 2013]/[12 December
2014]/[2 December 2015]. This document constittitesFinal Terms of the Notes described herein
for the purposes of Article 5.4 of the Prospectire@ive Qirective 2003/71/Efas amended which
includes amendments made by Directive 2010/73/Ethdécextent that such amendments have been
implemented in a relevant Member State) @hespectus Directiveand must be read in conjunction
with the Base Prospectus dated 2 December 201@ébe Prospectygand the Supplement to the
Base Prospectus dated [+]], which [together] ctutgfis] a base prospectus for the purposes of the
Prospectus Directive, save in respect of the Cmmditwhich are extracted from the base prospectus
dated [2 December 2008]/[15 December 2009]/[10 Nuxer 2010]/[14 November 2011]/[26
November 2012]/[19 November 2013]/[12 December 2002 December 2015]. Full information on
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the Issuer, the Guarantor and the offer of the dli@@nly available on the basis of the combination
of these Final Terms and the Base Prospectus @a@ecember 2016 [and the Supplement to the
Base Prospectus dated [¢]].The Base Prospectus flaamdSupplement to the Base Prospectus]
[has/have] been published on the website of theeimibourg Stock Exchange at www.bourse.lu.

[Include whichever of the following apply or specy “Not Applicable” (N/A). Note that the
numbering should remain as set out below, everNibt“Applicable” is indicated for individual
paragraphs or sub-paragraphs. Italics denote guafor completing the Final Terrs.

1.

10.

0] Series Number:
(ii) Tranche Number:

Specified Currency or
Currencies:

Aggregate Nominal Amount
of Notes:

() Series:
(i) Tranche:

(iii) Date on which the Notes
will become fungible:

Issue Price:

@) Specified
Denominations:

(b) Calculation Amount:

0] Issue Date:

(i) Interest
Commencement
Date:

Maturity Date:

Interest Basis:

(seeCondition §

Redemption/Payment Basis:

(seeCondition §

Change of Interest Basis:

(seeCondition §

o

d

k]
[o]/[N/A]

9% of the Aggregate Nominal Amount [plus
accrued interest from]]

[e]

q]

q]
[e]/[Issue Date]/[N/A]

¢]/[Interest Payment Date falling in or nearest to
[e]]
[[®]% Fixed Rate]

[[ e] month [LIBOR]/[EURIBOR] +/- [¢]% Floating
Rate]

[Zero Coupon]

Subject to any purchase and cancellation or early
redemption, the Notes will be redeemed on the
Maturity Date at $]% of their nominal amount

[Applicable]/[N/A]
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11.

12.

Put/Call Options:

(seeCondition §

Date Board approval for
issuance of Notes obtained:

[Call Option]

[Put Option]

[Residual Maturity Call Option]
[Substantial Purchase Event]
[Make-Whole Redemption]
[Change of Control Put Option]

[e]

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

13.

(i)

(ii)

(iii)
(iv)

v)
(Vi)

(Vi)

Fixed Rate Note Provisions

(seeCondition §

Interest Period(s):

Rate[(s)] of Interest:

Interest Payment Date(s):

First Interest Payment
Date:

Fixed Coupon Amount(s):

Broken Amount(s):

Day Count Fraction:

(viii) Determination Dates:

14.

Floating Rate Note

Provisions

(i)
(ii)

(iii)

(seeCondition §

Interest Period(s):

[Applicable]/[N/A]

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

4]% per annum [payable [annually / semi-annually
/ quarterly / monthly / [¢]] in arrear]

e][and [e]] in each year

[e]

o] per Calculation Amount

[¢] per Calculation Amount, payable on the
Interest Payment Date falling [in/ord][/[N/A]

[Actual/Actual]/[Actuaictual
(ISDA)]/[Actual/365
(Fixed)]/[Actual/360]/[30/360]/[360/360]/[Bond
Basis]/[30E/360]/[Eurobond Basis]/[30E/360
(ISDA)]/[Actual/Actual (ICMA)]

fi] in each year]/[N/A]
[Applicable]/[N/A]

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

Specified Interest Payment [[ ] in each year]/[N/A]

Dates:

First Interest Payment
Date:

[e]
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(iv)

v)
(vi)

(Vi)

(viii)

(ix)

(x)
(xi)
(xii)
(xiii)

Business Day Convention:  [Floating Raten@ention/ Following Business Day
Convention/ Modified Following Business Day
Convention/ Preceding Business Day Convention]

Business Centre(s): oJf[N/A]

Manner in which the [Screen Rate Determination]/[ISDA Determination]
Rate(s) of Interest is/are to
be determined:

Party responsible for [ @] shall be the Calculation Agent]
calculating the Rate(s) of

Interest and Interest

Amount(s) (if not the

Agent):

Screen Rate Determination:

- Reference Rate: [LIBOR]/[EURIBOR]
- Reference Banks: o]
—  Interest [e]
Determination
Date(s):
- Relevant Screen [e]
Page:

ISDA Determination:

- Floating Rate Option: e]

- Designated Maturity: o]

- Reset Date: q]

Margin(s): [+/-]®]% per annum
Minimum Rate of Interest:  ¢[|% per annum
Maximum Rate of Interest: ]% per annum

Day Count Fraction: [Actual/Actual]/[ActusActual
(ISDA)]/[Actual/365
(Fixed)]/[Actual/360]/[30/360]/[360/360]/[Bond
Basis]/[30E/360]/[Eurobond Basis]/[30E/360
(ISDA)](/[Actual/Actual (ICMA)]

15.Zero Coupon Note Provisions  [Applicable]/[N/A]

(i
(ii)

(iii)

(seeCondition § (If not applicable, delete the remaining sub-
paragraphs of this paragraph
Interest Period(s): of
[Amortisation/Accrual] [@]% per annum
Yield:
Reference Price: q]
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PROVISIONS RELATING TO REDEMPTION

16.

17.

18.

19.

(i)

(ii)

(iii)

(iv)

(i)

(ii)

(i)

Call Option

(seeCondition §

Optional Redemption
Date(s):

Optional Redemption
Amount(s) of each Note:

If redeemable in part:

(@) Minimum
Redemption Amount:

(b) Maximum
Redemption Amount:

Notice period
Put Option

(seeCondition §

Optional Redemption
Date(s):

Optional Redemption
Amount(s) of each Note:

Notice period:

Residual Maturity Call
Option

(se€ondition §
Substantial Purchase Event

(se€ondition §

[Applicable]/[N/A]

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

[e]

[e] per Calculation Amount

[e] per Calculation Amount

[e] per Calculation Amount

bl
[Applicable]/[N/A]

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

[e]

[e] per Calculation Amount

k]

[Applicable]/[N/A]

[Applicable]/[N/A]
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20.

(i)

(ii)

21.

22.

23.

Make-Whole Redemption

(seeCondition §

Make-Whole Redemption
Rate:

Make-Whole Redemption
Margin:

Change of Control Put
Option

(seeCondition §

Final Redemption Amount
of each Note:

Early Redemption Amount

[Applicable]/[N/A]

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

[The yield to maturity on thee] Business Day
preceding the Make-Whole Redemption Date of the

[*] due [] (ISIN: [*])]/]

[*] per cent.

[Applicable]/[N/A]

[e] per Calculation Amount

Early Redemption Amount(s) payablge] per Calculation Amount
on redemption for taxation reasons or
on event of default or other early
redemption:

(seeCondition §

GENERAL PROVISIONS APPLICABLE TO THE NOTES

24.

25.
26.
27.

Form of Notes:

(see“Form of the Notes” on

page 103

New Global Note

Financial Centre(s)

[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]

[Permanent Global Note exchangeable for definitive
Notes in the limited circumstances specified in the
Permanent Global Note]

[Yes]/[No]
[N/AW]

Talons for future Coupons or [Yes]/[NO]

Receipts to be attached to
definitive Notes (and dates on
which such Talons mature):
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28. Detalils relating to Instalment [Applicable]/[N/A]

Notes:

(seeCondition §

® Instalment
Amount(s):
(ii) Instalment Date(s):
29. Consolidation provisions:
DISTRIBUTION
30. If syndicated, names of
Managers:
31. If non-syndicated, name of

relevant Dealer:
32. U.S. Selling Restrictions:
(see page 164

THIRD PARTY INFORMATION

[[e] has been extracted from]|

By

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

[e]

o

[N/A)/[The provisi® in Condition 16 (Further
Issues) apply]

IN/A]/[ o]

IN/A]/[ o]

[Reg. S Compliance Category: TEFRA D/ TEFRA
not applicable]

Each of the Issuer and the Guarantor confirhret such
information has been accurately reproduced and slmafar as it is aware, and is able to ascertain
from information published bye], no facts have been omitted which would render réproduced
information inaccurate or misleading.]

Signed on behalf of [Gas Natural Fenosa Finance]8Gas Natural Capital Markets, S.A.]

Duly authorised

By

Signed on behalf of the Guarantor

Duly authorised
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1.

2.

(i)

(ii)

(ii)

— OTHER INFORMATION

LISTING AND ADMISSION TO TRADING

Listing:

(seecover pagge

Admission to Trading:

Estimate of total expenses
related to admission to
trading:

RATINGS
Ratings:

[Application has been made by the Issuer (or on its
behalf) for the Notes to be listed on [tléficial

List of the Luxembourg Stock
Exchangd/[+].]/[Application is expected to be
made by the Issuer (or on its behalf) for the Notes
to be listed one[].]/[Not applicable.]

[Application hasdxe made by the Issuer (or on its
behalf) for the Notes to be admitted to trading on
[the Regulated Market of the Luxembourg Stock
Exchangg/[+]] with effect from [e].]/[Application
is expected to be made by the Issuer (or on its
behalf) for the Notes to be admitted to trading on
[¢]] with effect from p].]/[Not applicable.]

(When documenting a fungible issue need to
indicate that original Notes are already admitted t
trading.)

[e]

[N/A]/[The Notes to be issued [(have bdearé
expected to be]] rate®] by [e]] [and endorsed by

[e]]
(If not applicable, delete the remaining sub-
paragraphs of this paragraph

[[e] is established in the European Union and is
registered under Regulation (EU) No 1060/2009
(the “CRA Regulation™).]

[[®] is not established in the European Union and
has not applied for registration under Regulation
(EU) No 1060/2009 (the “CRA Regulation”).]

[[®] is established in the European Union and has
applied for registration under Regulation (EU) No
1060/2009 (the “CRA Regulation”), although
notification of the corresponding registration
decision has not yet been provided by the relevant
competent authority.]

[[®] is not established in the European Union and
has not applied for registration under Regulation
(EU) No 1060/2009 (the “CRA Regulation”) but
the rating issued by it is endorsed By} {vhich is
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3.

established in the European Union and [is
registered under the CRA Regulation]/[has applied
for registration under the CRA Regulation,
although notification of the corresponding
registration decision has not yet been provided by
the relevant competent authority].]

[[®] is not established in the European Union and
has not applied for registration under Regulation
(EU) No 1060/2009 (the “CRA Regulation”) but is
certified in accordance with the CRA Regulation.]

[[ ] is not established in the European Union and is
not certified under Regulation (EU) No. 1060/2009
(the “CRA Regulation”) and the rating given by it
is not endorsed by a Credit Rating Agency
established in the European Union and registered
under the CRA Regulation.]

[A list of rating agencies registered under the CRA
Regulation can be found at
http://www.esma.europa.eu/page/List-reqgistered-

and-certified-CRAS.]

INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE
ISSUE/OFFER

[N/A]/[Save for (i) any fees payable to the [ManegjPealers] and (ii) so far as the Issuer is
aware, no person involved in the issue/offer of Nlites has an interest material to the offer.
The [Managers/Dealers] and their affiliates havgaged, and may in the future engage, in
investment banking and/or commercial banking trafisas with, and may perform other
services for, the Issuer, the Guarantor and antheif affiliates in the ordinary course of

business for which they may receive fees]]/[

4, REASONS FOR THE OFFER
Reasons for the offer: o]
5. Fixed Rate Notes only — YIELD
Indication of yield: [N/A]/[e]
6. OPERATIONAL INFORMATION
() ISIN Code: Pl
(i)  Common Code: q]

(i) Any clearing system(s) [N/A]/[ o]
other than Euroclear Bank
S.A/N.V. and Clearstream
Banking, société anonyme
and the relevant
identification number(s):

(iv) Intended to be held in [Yes][NO][N/A]
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v)

(Vi)

manner which would allo
Eurosystem eligibility:

Names and addresses
initial Paying Agent(s):

Names and addresses
additional Paying Agent(s):

[Yes. Note that the designation “yes” simply means
that the Notes are intended upon issue to be
deposited with one of the 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 or all times during their life.  Such
recognition will depend upon the ECB being
satisfied that Eurosystem eligibility criteria have
been met.]

[No. Whilst the designation is specified as “no” at
the date of these Final Terms, should the
Eurosystem eligibility criteria be amended in the
future such that the Notes are capable of meeting
them the Notes may then be deposited with one of
the ICSDs as common safekeeper. Note that this
does not necessarily mean that the Notes will then
be recognised as eligible collateral for Eurosystem
monetary policy and intra day credit operations by
the Eurosystem at any time during their life. Such
recognition will depend upon the ECB being
satisfied that Eurosystem eligibility criteria have
been met.]

[e]

IN/A]/[ o]
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DESCRIPTION OF GAS NATURAL FENOSA FINANCE B.V.
Incorporation and Status

Union Fenosa Finance B.V. was incorporated on 2gelber 1993 and operates under the
laws of The Netherlands as a private limited libitompany besloten vennootschap met beperkte
aansprakelijkheiyl with its corporate seat in Rotterdam, The Ne#rad$, for an indefinite period.
On 23 March 2012, its articles of association warended, as a result of which the name changed
from Union Fenosa Finance B.V. to Gas Natural FenBsmance B.V. GNFF) and GNNF's
statutory seat changed from Rotterdam to Amsterdara.registered office address of GNFF is at
Barbara Strozzilaan 201, 1083 HN Amsterdam, Thé&t&inds and the telephone number is +31 20
421 3290. GNFF is registered with the Trade Registehe Dutch Chamber of Commerce under
number 24243533. The articles of association of GNEre again amended on 17 September 2015.

Share Capital

GNFF's authorised share capital is €90,756.00 divichto 200 ordinary shares of €453.78
each. Its issued and fully paid-up share capit@Pi3,756.00 and is owned by Gas Natural SDG (the
Guarantor). GNFF has no subsidiaries.

Business
GNFF was incorporated to facilitate the raisindiwince for the Group.

In order to achieve its objectives, GNFF is autiedt to raise funds by issuing subordinated
securities, negotiable obligations, commercial page other securities on the capital and money
markets.

Managing Directors

On 17 September 2015, the Guarantor, in its chpas the sole shareholder of GNFF,
resolved to, among other things, (i) amend theclagiof association of GNFF, (ii) establish a
Supervisory Board and an Audit Committee out ofnitsmbers and (iii) accept the resignation of
Intertrust B.V. and Mr. Juan José Rivero Arandanambers of the Board of Management of GNFF.
The Board of Management now comprises three memiédrs amendments to the articles of
association reflect the creation of the Supervi®ogard and the Audit Committee which are aimed
to improve the corporate governance of GNFF. Tietfan of the Supervisory Board is to supervise
GNFF's Board of Management, the general courséfaifs and business of GNFF.

The Board of Management of GNFF has the ultimaspaesibility for the administration of the
affairs of GNFF. The managing directors, their posiin GNFF and their principal activities outside
GNFF as at the date of this Base Prospectus doi@ss:

Name Position Principal activities outside GNFF
Enrique Berenguer Marsal Managing Head of Financial Management and Planning
Director for the Group
Gunther Axel Reinder Warris Managing Proxy holder A
Director of Intertrust (Netherlands) B.V.
Silvia Rosina Roger Valles Managing Managing Director of several Dutch subsidiaries
Director belonging to the Group
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The business address of GNFF and the managingatisés Barbara Strozzilaan 201, 1083 HN

Amsterdam, The Netherlands.

Members of the Supervisory Board

The Supervisory Board of GNFF has the respongibdit supervising GNFF's Board of
Management, the general course of affairs and bssinf GNFF. The members of the Supervisory
Board, their position in GNFF and their principatigities outside GNFF as at the date of this Base

Prospectus are as follows:

Name

Position Principal activities outside GNFF

Irene Velasco Miranda

Joan Felip Font

Martin van Daalen

Supervisory Board Head of the Holding and Finance Companies
member Administration Department

Supervisory Board Head of the Administration and Tax department
member of the Gas Natural Fenosa Group

Supervisory Board Managing director of Amstelcorp B.V., a provider
member of legal, administrative and accounting services to
international corporations

The business address of the members of the Supgrioard is Barbara Strozzilaan 201,
1083 HN Amsterdam, The Netherlands.

Conflicts of Interest

There are no conflicts of interest between anyedutiwed by the managing directors and the
members of the Supervisory Board of GNFF to GNF& #heir 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.AGKNCM) was incorporated on 23 May 2005 for an
indefinite period and operates under Spanish laa lisited liability companydqociedad anénima
registered at the Commercial Registry of Barcelan®olume 37640, Folio 73, Page B310338 (first
registration). The registered office of GNCM isRiaca del Gas no.1, 08003 Barcelona, Spain and
the telephone number is +34 93 402 5891.

Share Capital

The authorised share capital of GNCM is €100,0qf0esented by 1,000 registered shares
having a nominal value of €100 each, numbered 1,800. The share capital of GNCM is fully
subscribed and paid up by the Guarantor (in reqfe299 shares), and La Propagadora del Gas, S.A.
(in respect of one share). GNCM has no subsidiarie

Business
GNCM was incorporated to facilitate the raisindin&nce for the Guarantor.

The objectives of GNCM are to raise funds by isguiebt financial instruments, including
ordinary or subordinated debt.

Directors

The sole director of GNCM has the ultimate resgditisi for the administration of the affairs
of GNCM. The position of the sole director in GNGMd his principal activities outside GNCM as
at the date of this Base Prospectus are as follows:

Name Position in GNCM Principal activities outside GNCM

Enrique Berenguer Marsal Sole Director Finance Mana

The business address of the sole director of GNECRMaca del Gas no.1, 08003 Barcelona,
Spain.

Conflicts of Interest

There are no conflicts of interest between anyedutiwed by the sole director of GNCM to
GNCM and his private interests and/or duties.

Recent Developments

On 6 June 2016, the extraordinary general shatelisimeeting of GNCM resolved, among
other things, (i) to amend the by-laws of GNCM irder to modify the administrative body of
GNCM, replacing the prior system of the Board ofedtors with the appointment of a sole director,
(ii) the appointment of Mr. Enrique Berenguer Méaras sole director of GNCM and (iii) for the
Audit Committee of Gas Natural SDG to assume thatiaig functions for GNCM, as provided by
Law 22/2015 of 20 July.
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DESCRIPTION OF GAS NATURAL SDG, S.A.
Incorporation and Status

Gas Natural SDG, S.AGas Natural SDG was incorporated on 28 January 1843 for an
indefinite period and operates under Spanish laa lsited liability companydqociedad andnima
registered at the Commercial Registry of Barcelwith reference Volume 22,147, Folio 147, Page
B-33172. The registered office of Gas Natural SB@t Placa del Gas N° 1, 08003 Barcelona, Spain
and the telephone number is +34 93 402 5897.

Gas Natural SDG is the parent company of the Group.
Share Capital

The authorised share capital of Gas Natural SD&1i§00,689,341, represented by book
entries and forming a single class. The shardalapifully subscribed and paid up.

Principal Shareholders

As of the date of this Base Prospectus, Gas Na8D&'s largest shareholders are: Criteria
Caixa, S.A.U. (Criteria Caixa”) with an aggregate shareholding of 24.4%, RepSod. with an
aggregate shareholding of 20.0%, GIP Il Canary.a.r$. with a shareholding of 20.0% and
Sonatrach with a shareholding of 4.0%. Repsol,’S.#ain shareholders are currently CaixaBank,
S.A. (with a shareholding of 10.05%), Sacyr Valleheso, S.A. (8.34%) and Temasek (4.87%).

History

The history of the Group can be traced back to &&idry 1843, wheSociedad Catalana
para el Alumbrado por Gawas incorporated with the aim of installing a strigghting system in the
city of Barcelona by means of gas manufactured fcoal. The company subsequently invested in
the electricity market and, after acquiring Cen@atalana de Electricidad, S.A. in 1912, changed it
name to Catalana de Gas y Electricidad, S.A.

In 1965, Catalana de Gas y Electricidad, S.A. axxbEk, together with three Spanish banks,
incorporated Gas Natural, S.A. in order to impprgcess and distribute natural gas shipped to Spain
from Libya. In 1987, the company changed its n&n€atalana de Gas, S.A. and, on 31 December
1991, Catalana de Gas, S.A. merged with and abddBas Madrid, S.A. (incorporated in 1921),
thus acquiring the piped gas distribution assetthefRepsol group. In March 1992, Catalana de
Gas, S.A,, the surviving entity from the mergeroded its name to Gas Natural SDG, S.A.

In 1994, during a process of vertical integratiathim the Spanish gas industry, Gas Natural
SDG acquired 91% of Enagas, S.En@gag, a company dedicated to gas supply, transpontatio
regasification and gas storage. The remaining 9%nafgas was acquired by the Group in 1998. As
a consequence of the liberalisation of the Spaersrgy market, Gas Natural SDG sold 59.1% of
Enagéas in June 2002 and has since fully divestestake, selling its final 5% of the share capfal
Enagas on 1 June 2009.

In the 1990s, the Group commenced a process ghatienal expansion. In December 1992,
the Group led a consortium that successfully bid7faf% of a concession to distribute natural gas in
Argentina, and, in 1996, the Group became the ritgjehareholder in Metragaz, S.AViétraga?
and Europe-Maghreb Pipeline Ltd., which maintaid aperate the Moroccan section of the Europe-
Maghreb gas pipeline, linking the Algerian natugak deposits of Hassi R’Mel with the lberian
peninsula.
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Since 1997, the Group has continued its processitefnational expansion through the
acquisition of gas and electricity assets in Ldtmerica (including Brazil, Colombia, Mexico and
Puerto Rico) and Western Europe (principally ltahd France). In 2002, the Group began gas sales
and marketing through Gas Natural Vendita S.A.talyland, two years later, the Group further
expanded its presence in ltaly through the acdmisiof the natural gas distribution groups,
Brancato, Nettis and Smedigas. These acquisiti@rie complemented on 17 September 2007 by
the Group’s acquisition of the Italian gas disttibn and commercialisation company, Italmeco,
which operates in four regions in central and seutlitaly.

In 2003, the Group commenced operations at a fegg®in plant and a combined cycle gas
turbine CCGT) plant in Puerto Rico and, in June 2005, the Gralgp entered the French market,
establishing gas sales and marketing activitiesutiin Gas Natural Europe S.A.S., which operates in
France, Belgium, The Netherlands, Luxembourg anunaey.

On 26 February 2009, pursuant to an agreementaigne30 July 2008, Gas Natural SDG
acquired an additional stake in Union Fenosa, SWnion Fenosg from Actividades de
Construccién y Servicios, S.AACYS), increasing its total ownership of Union Fenas&®.0%. Gas
Natural SDG then launched a mandatory takeovefdsithe remaining Union Fenosa shares. The
takeover offer was successful and the merger psdoesveen Gas Natural SDG and Union Fenosa
was completed in September 2009.

Through this acquisition and merger, Gas NaturabBa (i) consolidated its strong presence
in the gas and electricity markets in Spain andnLAmerica; (i) expanded its business significgntl
in the upstream and midstream business areasggéiii¢rated considerable operational and financial
synergies for the combined group; and (iv) reindordts position as a global player in the LNG
sector with a leadership position in the Atlantassim. The acquisition also enhanced the Group’s
presence in Africa and the Middle East (includirgyt, Oman and Guinea). During 2010 and 2011,
Gas Natural Fenosa complied with the Spanish Nalti@ompetition Commission’sComision
Nacional de la CompetengigCNC) plan of action, imposed following the Group’s aisifion of
Unién Fenosa, through the disposal of certain asset

On 24 December 2009, Gas Natural Fenosa reachedraement to sell part of its power
generation business in Mexico to Mitsui & Co. arakyfo Gas Co. This transaction was part of the
Group’s internal divestment plan, which is aimeéetiieving a more balanced exposure in Mexico.
The sale, which was completed on 3 June 2010, deduhe disposal of a total of 2,233 MW of
installed capacity.

On 8 January 2013, Gas Natural Fenosa signed ageragnt with Algerian company
Sonatrach to acquire 10% of Medgaz (and 10% o$htsreholder loan) for €62 million. Medgaz
operates the Algeria-Europe subsea gas pipelineecting Beni Saf (Algeria) with the coast of
Almeria (Spain), with a capacity of 8 bcm/year.

On 30 July 2013, Gas Natural Fenosa acquired frdd Guez a 4.9% shareholding in
Medgaz, thereby increasing its total stake to 14.9%

On 5 November 2013, Gas Natural Fenosa presesteevised strategic lines for 2013-2015,
and a strategic vision up to 2017, with the ainadépting them to the macroeconomic and energy
climate, and particularly to the impact of regutsitehanges, with realistic criteria and achievable
objectives.
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On 11 October 2014, Gas Natural Fenosa and theritgaghareholders of Chilean utility
company General de Electricidad, S.£&GQE), comprising the Marin family group, the Almeria
group and the Pérez Cruz family group which togetbpresented approximately 54.19% of CGE’s
share capital, entered into a purchase commitnggaeanent. Pursuant to the agreement, Gas Natural
Fenosa agreed to launch a public takeover offer#keover Offe) for the entire share capital of
CGE and the majority shareholders irrevocably afjteesell their shares in the Takeover Offer.

The Group company which launched the Takeoverr@fées Gas Natural Fenosa Chile S.p.A.
(Gas Natural Fenosa Chile The Takeover Offer was for 100% of the shareSGE at a price per
share of CLP4,700, to be paid in cash. The takeoidewas concluded successfully on 14 November
2014 after shareholders holding a total of 402,422 shares, representing 96.5% of the share capital
of the company, accepted the offer.

On 18 December 2015, Gas Natural Fenosa, whiclgugir CGE, owned a 56.62%
controlling stake in Chilean company Gasco, S.ined an agreement with a group of shareholders
that owned 22.4% of Gasco, S.A. (tRérez Cruz family to demerge Gasco, S.A. into two
companies: one called Gas Natural Chile, S.A. fedumn the natural gas business (to remain under
the control of Gas Natural Fenosa) and the otleeretain the name of Gasco, S.A., focused on the
liquefied petroleum gad.PG) business (to be controlled by the Pérez Cruzlfanthat demerger
was approved by an extraordinary shareholders’ingeef Gasco, S.A. on 30 March 2016. Once the
split had been completed, on 6 July 2016, eacheoparties made a tender offer to acquire 100% of
its respective company in order to pursue its rethEe business independently. On 8 August 2016,
Gas Natural Fenosa announced the sale of the sbér€asco, S.A. which it owned through
subsidiaries for a total amount of CLP160,197 wiilli(approximately €220 million), recording a
capital gain of €4 million. In addition, Gas Natuféenosa announced that it had acquired an
additional 37.88% of Gas Natural Chile, S.A.’s ghaapital for a total of CLP223,404 million
(approximately€306 million). As a result, as at the date of tBase Prospectus, Gas Natural
Fenosa'’s controlling stake in Gas Natural Child,. Stands at 94.50%.

Recent Developments

On 29 July 2016, Gas Natural Fenosa completed ¢haistion of 100% of Vayu Limited
(Vayu), an Irish gas and electricity supply companypag of the new strategic plan to expand into
the energy supply business throughout Europe. ffiisaction complements its existing position in
other European markets (France, Italy, BelgiumhiBidands, Portugal, Germany and Luxembourg)
and will enable it to engage in LNG trading andragiens.

On 21 September 2016, Repsol, S.A. and Criterixe&Csaigned an agreement with GIP Il
Canary 1 S.A R.L., a corporation controlled by Glomfrastructure Management LLC, to sell a
combined 20% stake in Gas Natural SDG for a tot@regate consideration of €3,802,619,492,
subject to the satisfaction of conditions precedaenth are standard for transactions of this nature
including various arrangements regarding the cafgogovernance of Gas Natural SDG. The
transfer was completed on 21 September 2016 ard @aRepsol, S.A. and Criteria Caixa sold
100,068,934 shares, representing 10% of Gas NaBb&'’s share capital, for a consideration of
€1,901,309,746 based on a price of €19 per share.

On 15 November 2016, Gas Natural Fenosa annouhe¢dhie Colombian government, as a
temporary and preventative measure, had taken ggieseof the assets and businesses of Colombian
electricity distribution company Electrificadoral dearibe, S.A. E.S.P Hectrificadora del Caribg,
in which the Group holds a 85.53% stake.
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Electrificadora del Caribe is currently sufferimgrh significant cash flow problems as a result
of a high number of unpaid bills by customers, nwisivthom are mandatory supply customers, and
substantial consumption fraud. At 30 September 28&6ording to the audited financial statements
of Electrificadora del Caribe, unpaid customersbdmounted to 4,050,080 million Colombian pesos
(approximately €1,260 million as at such date), rapipnately 83% of which amount had been
provisioned.

In July 2016, Gas Natural Fenosa had already comedemiscussions with a view to
resolving Electrificadora del Caribe’s situationthimn the framework of the Bilateral Investment
Treaty between Spain and Colomhti@iado de proteccion reciproca de inversiones

In accordance with the proceedings initiated by @mombian government, the Group
continues to fully consolidate Electrificadora @alribe’s accounts and does not currently expett tha
such temporary intervention will have an advers@dot on the ordinary course operations of
Electrificadora del Caribe. Neither does the Grougrently expect that the temporary intervention
will have an adverse impact on the Group’s EBITDAt income or cash flow.

Business

Gas Natural Fenosa is mainly engaged in the exgpbareand production, liquefaction,
regasification, transportation, storage, distribmitand commercialisation of natural gas, as well as
the generation, transport, distribution and comiaésation of electricity. Following the acquisitio
and integration of Unidn Fenosa in 2009, Gas Naiegaosa became Spain’s third-largest electricity
group by market share (souré&NMC July 2018 operating in over 30 countries and serving more
than 24 million customers, around 9 million of whiare located in Spain.

The Group is also the leader in the Spanish nagaslmarket (sourc€NMC July 201§
operating 5.3 million out of an estimated totalrof million gas supply points in the Spanish market
The Group is also a leading operator in the Attaatid Mediterranean LNG markets.

The following table sets out the main gas and ettt output figures and information for the
Group, corresponding to the six-month periods er8fedune 2015 and 2014, respectively.

30 June (%)
Variation
2016 2015 2016/2015
Gas distribution (GWh) ..., 227,534 237,005 (4.0)
Electricity distribution (GWh).......cccocoiiieeeeieeeiiien, 34,685 34,384 0.9
Gas supply (GWh) ... ceeeee e e 160,959 163,225 (1.4)
Gas transportation/EMPL (GWh)..............ccceenens 52,299 51,154 2.2
Gas distribution connections (in thousands)......... 13,361 12,993 2.8
Electricity distribution connections (in thousands) 10,746 10,519 2.2
Installed capacity (MW) .......ccccoevvmiririiiie e, 15,416 14,852 3.8
Electricity generated (GWh)..............c oo ceeeme oo 21,424 23,088 (7.2)

The Group is organised across the following fivémirusiness areas:
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Gas Distribution
e Spain
o ltaly

e Latin America

Electricity distribution
e Spain
* Moldova

e Latin America
Gas

* Infrastructures

e Procurement and Supply
Electricity

e Spain

* Global Power Generation
Gas Distribution

Gas distribution — Spain

This area includes gas distribution, third-partgess TPA) and secondary transportation, as
well as distribution activities that are not chatder under the regulated remuneration regime (e.qg.
meter rentals, customer connections, among othegghin Spain.

Sales in the regulated gas business in Spain, wihidhde TPA services and secondary
transportation, totalled 94,396 GWh in the first sionths of 2016, a 3.6% increase compared with
the same period in 2015. During the six months @r@feJune 2016, demand for gas distribution at
pressures of less than 4 bars increased by 3%106G88h when compared to the first six months of
2015, while demand in the industrial market at guess of less than 60 bars increased by 2% (835
GWh) and demand of over 60 bars increased by 88461G\Wh).

The distribution network expanded by 2,067 km betw80 June 2015 and 30 June 2016,
connecting 27 new municipalities to reach a tofal,813 municipalities with access to natural gas
and 5,302,000 distribution connection points (amease of 1.0%) as at 30 June 2016.

On 30 September 2015, Gas Natural Distribucién SB@, signed an agreement to acquire
piped gas assets from Repsol Butano, S.A. Purdoatite agreement, Gas Natural Distribucion
SDG, S.A. will purchase approximately 250,000 dhsttion connection points in its current
distribution territories, enabling them to be corted to the natural gas distribution grid. These
assets are expected to accelerate growth and eéapanssas Natural Fenosa'’s regulated natural gas
business in the coming years.

Gas distribution — Italy

This area includes regulated distribution and kstgply of gas in Italy.

A total of 2,189 GWh of gas were distributed durthg first six months of 2016, 11.5% less
than during the first six months of 2015 due ta lfssrourable weather conditions.
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The distribution grid expanded by 86 km betweenJ@0e 2015 and 30 June 2016 to 7,210
km.

As at 30 June 2016, Gas Natural Fenosa had 45883 Qistribution connection points in
Italy, a slight increase with respect to 30 Junks20

Gas distribution — Latin America

This division includes regulated gas distribution Argentina, Brazil, Chile, Colombia,
Mexico and Peru.

The three tables below set forth the figures far getivity sales (for the six months ended 30
June 2016 and 2015, respectively), the extent efdistribution network and the number of gas
distribution connection points (both as at 30 J2@&6 and 2015, respectively) in each of the Latin
American countries in which Gas Natural Fenosa wotsdits gas distribution activities (with the
exception of Peru where operations have not comewgnc

For the six months

ended 30 June Vasiz)t)ion
Gas activity sales (GWh) 2016 2015 2016/2015
Argenting ........ccovvviiiiiii e 32,584 31,678 2.9
Brazil ...oeeceeee e e e 35,622 53,417 (33.3)
ChilE e 23,420 21,081 11.1
ColoMDIA e 14,019 12,695 10.4
Y LS [o o T 25,304 24 577 3.0
o] 7= | IR 130,949 143,448 (8.7)
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As at 30 June

Variation

Distribution network (km) 2016 2015 2016/2015
Argentinga ........coovviviiiii e 25,574 24,538 1,036 km
2T = VA | T 7,309 6,951 358 km
ChilE e 6,897 6,782 115 km
ColoMDIA e 21,650 21,130 520 km
[ S (oo TR 20,436 19,345 1,091 km
[ o] 7= | T 81,866 78,746 3,120 km

As at 30 June Variation
Gas distribution connection points (‘000) 2016 2015 2016/2015
Argentinga ........coovvviiiiii 1,620 1,598 22
2 = 4 | PRSPPI 1,010 959 51
Chile . 569 554 15
ColoMDIA .eviiie e 2,802 2,687 115
[ LS [o o TR 1,600 1,488 112
[ o] 7= | T 7,601 7,286 315

There were a total of 7,601,072 distribution cotilmecpoints as at 30 June 2016. Gas Natural
Fenosa added 315,256 distribution connection pgeds-on-year, mainly in Mexico and Colombia.

Gas activity sales in Latin America, which includeth gas sales and TPA services, totalled
130,949 GWh for the first half of 2016, a 8.7% @exe with respect to the same period in 2015.

The distribution grid expanded by 3,120 km (+4.084$)81,866 km as at 30 June 2016
compared with 30 June 2015, with Mexico adding 1,K®.

Argentina

The new government in Argentina, which took office December 2015, implemented a
number of measures to improve the economy. It rpadgress in the negotiations with creditors that
had refused to participate in the restructurintfafentina’s debt and began restoring the value of
public utilities.

Electricity tariffs were increased in February 200Hh 1 April 2016, new gas tariffs were
approved, effective from that same date, includirlgrate tariffs, tariffs for customers who saved
over 15% with respect to the previous year andcéaktariff. The Ministry of Energy and Mining
instructed the national gas regulator ENARGAS toycaut a comprehensive tariff review (RTI)
within a year. The tariff tables that were approwesie on account of the forthcoming RTI.

On 7 July 2016, the Federal Court of La Plata idsaueuling having nationwide impact, that
annulled the new tariff tables which had enterdd fiorce on 1 April 2016 and ordered that the
tariffs applying prior to that date be restored.
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Finally, on 7 October 2016, the Argentine governimefficially published a new table of
tariffs that is applicable to all customers fromattdate. At the same time, an application was fied
Gas Natural Fenosa with the government for monetargpensation for the delay in applying the
original tariffs, which should have been applieshfrl April 2016.

The Group continues its efforts to contain costa context of high inflation (40% per year in
2015).

Brazil

In Brazil, net residential-commercial customer nensbincreased by 11.7% between 30
June 2015 and 30 June 2016, with growth in all etarkespecially new buildings, due to
commercial efforts being brought forward becausehef Olympic Games. Revenues declined by
33.3% during the first six months of 2016 when canegl to the same period in 2015. Even though
residential and commercial markets, which offer kighest margin, expanded by 5.3% and the
vehicle natural gas market expanded by 2.9% dtketm being more competitive than liquid fuels,
the economic crisis in the country reduced salethéoindustrial market by 14.1% and to power
generation and in TPA services by 43.8% due to loutifisation of the power plants and higher
reservoir levels (56.0% as at 30 June 2016 follgvtie heavy rains in the first quarter of 2016).

Colombia

In Colombia, gas sales and TPA services expangelDi% during the first six months of
2016 when compared to the same period in 2015,naiely to growth in industrial consumption
(+20.3%), particularly higher sales in the secondararket. Residential-commercial customer
numbers increased by 57,547 between 30 June 2@l3Gdune 2016, an increase of 10.9%, due
mainly to the increase in connections of new bogdiand existing buildings.

The unregulated businesses in Colombia performgdrbduring the first six months of 2016
than during the corresponding period in 2015, lith margin rising by 44.0%, particularly in the
area of energy solutions, where the number of aatontracts increased by 16.3%. Appliance sales
in the residential and SME market increased by %2dairing the six months ended 30 June 2016
when compared to the first six months of 2015.

Mexico

In Mexico, the Group’s acceleration plan contindesusing primarily on Mexico City and
the Bajios area. Gas sales during the first sixthsoof 2016 increased in all markets, including a
growth of 2.6% in the residential-commercial marke5% in the industrial market and 1.5% in TPA
services, in each case, when compared to thesfirshonths of 2015.

On 26 February 2016, the Mexican energy reguladam{ision Reguladora de Energia
CRE notified Gas Natural Fenosa of the resolutiortemeining the list of maximum tariffs for the
fourth five-year period (2016-2020) of permits fatural gas distribution granted for the distribati
territories of Nuevo Laredo, Bajio, Toluca, SattiiMonterrey and Mexico City, which came into
force in mid-March 2016 in all areas.

Peru

In Peru, the Group continues development work,oalgih additional delays in third-party
infrastructure construction projects have postpooechmencement of operations in that country
until the first quarter of 2017.
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As a result of the concession awarded in July 2@ Natural Fenosa will supply energy
to an area in south-west Peru that is not yet adedeto the gas grid, where it expects to supply
natural gas to over 80,000 households.

Chile

During the first six months of 2016, the numbesopply connections in Chile increased by
15,078 connections, including growth in the resi@ddwtommercial (2.7%) and industrial (2.7%)
segments with respect to the first half of 2015fgksgas sales and TPA services, during the fikst s
months of 2016, the strongest growth was obsemete industrial (23%), residential-commercial
(17%) and power generation (17%) segments, whilk ifiereased by 7% year-on-year.

Electricity distribution

Electricity distribution — Spain

The Group’s electricity distribution business ina8p includes regulated distribution of
electricity and network services for customers, sisting mostly of connections and hook-ups,
metering and other activities associated with tpiadty access to Gas Natural Fenosa’s distribution
network

The Ministerial Orders on remuneration for disttibn (IET/980/2016) and transmission
(IET/981/2016) for 2016, which were issued in J@A&6, set the remuneration for distribution and
transmission by Gas Natural Fenosa’s electriciggrithiutor and the other market participants. That
remuneration reflects the amendments made by teetrigity Act and the new methodology for
calculating the remuneration for distribution arahsmission, set out in Royal Decrees 1048/2013
and 1047/2013, of 27 December.

During the first six months of 2016, electricity anmted to 121,779 GWh in the first half of
2016 meaning supply fell by 1.6% when comparedh¢osiame period in 2015. This decline is larger
than the decline in demand in the Spanish disinbutetwork as a whole, which fell by 0.3% when
compared to the first half of 2015 according to Eé&ttrica de Espafia (REE).

The number of distribution connections increasedl6y620 between 30 June 2015 and 30
June 2016.

During the first six months of 2016, the installeapacity equivalent interrupt timéCEIT)
was higher than during the first six months of 28L& to strong gales and rainstorms in January and
the first half of February of 2016 in Galicia, whehe terrain is less favourable.

Electricity distribution — Moldova

The Group’s business in Moldova consists of regdadistribution of electricity and the
supply of electricity at the bundled tariff in thapital city and the central and southern regidaas
Natural Fenosa estimates that it is responsibler@86 of total electricity distribution in Moldova
(sourcexGovernment of Moldoya

Gas Natural Fenosa continues to implement its ptaimprove operations in Moldova,
focusing on processes linked to energy controlhim distribution networks, operating processes
associated with the entire customer managemene @mdl optimisation of facility operations and
management. The basic operating indicators fofitsiehalf of 2016 were:

— Electricity supplied declined by 3.1% in the fitslf of 2016 when compared to the first six
months of 2015 as milder weather conditions redudechand, and also because of slower
economic growth.
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— The number of supply connections totalled 873,0620aJune 2016, an increase of 1.4% over
the number at 30 June 2015, primarily as a re$gjtawth in the real estate sector.

— Grid losses improved during the first six months26.6 due to steps taken to reduce them by
investing in facilities and combating electricitafid.

Electricity distribution and transmission — Latim&rica

This division involves regulated electricity disttion in Argentina, Chile, Colombia and
Panama, and electricity transmission in Chile.

The two tables below set forth the figures for &leity distribution for the six months ended
30 June 2016 and 2015, respectively, and the nuoflgas electricity connection points, both as at
30 June 2016 and 2015, respectively, in each oL#ti@ American countries in which Gas Natural
Fenosa conducts its electricity distribution aditba.

For the six months

o)
ended 30 June (_A)),
Variation
Electric activity sales (GWh) 2016 2015 2016/2015
Argentinga ........ooovvviiiiii e 997 938 6.3
(O 1 11T 7,300 7,142 2.2
ColoMDIA v 6,619 6,389 3.6
Panama .....ooiieieie i e 2,519 2,369 6.3
[ o] 7= | T 17,435 16,838 3.5
As at 30 June .
Variation
Electric Connection points (‘000) 2016 2015 2016/2015
Argentinga ........occvvviiiiiii e 218 213 5
(O 1 11T 2,746 2,675 71
ColoMDBIA ceeiee e 2,614 2,526 88
Panama .......ooiiiiiiii e i e 603 568 35
o] 7= | TR 6,181 5,982 199

The increase in sales and connection points reflde sustained growth in the electricity
distribution businesses in Latin America.

As at 30 June (%)
Variation
Electricity transmission Chile (GWh) 2016 2015 2016/2015
Electricity transmitted (GWh) .................. 7,531 7,446 1.1
Transmission network (Km) ............cccceee. 3,528 3,495 0.9
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Power transmission in Chile increased by 1.1% duthe first six months of 2016 when
compared to the first six months of 2015, in lirigwhigher electricity demand in 2016. The Group’s
transmission network reached 3,528 km as at 30 20h&, 33 km more than at 30 June 2015.

Gas

Gas—Infrastructures

This area includes operation of the Europe-Maglyas pipeline, maritime transportation,
development of integrated liquefied natural gas @)Nprojects, and hydrocarbon exploration,
development, production and storage.

The gas transportation activity conducted in Mooottwough companies EMPL and Metragaz
represented a total volume of 52,299 GWh duringdfitts¢ six months of 2016, 2.2% more when
compared to the corresponding period in 2015. @f fiyure, 32,311 GWh were shipped for Gas
Natural Fenosa through Sagane and 19,988 GWh ftudd and Morocco.

Gas Natural Fenosa owns 14.9% of Medgaz, the coyribah owns and operates the Algeria-
Europe subsea gas pipeline connecting Beni SaftivtiAlmeria coast (capacity: 8 bcm/year). That
capacity is associated with a new supply contremumting to 0.8 bcm/year. A total of 3,757 GWh
were shipped via the Medgaz pipeline for Gas Naieaosa during the first six months of 2016.

In the gas storage business, the Group’s operdtimagacity as at the date of this Base
Prospectus is 916 GWh. Processing of paperworkfif@ exploration, production and storage
projects planned for the coming years in the Gupder Valley is currently in different stages.

Gas—Procurement and Supply

This area includes wholesale gas procurement apglys both in the Spanish liberalised
market and in other countries, retail supply of gas other related products and services in the
liberalised market in Spain and Italy and supplgaé at the last-resort tariff UR) in Spain.

Wholesale supply by Gas Natural Fenosa totalled2P42GWh during the first six months of
2016, a 0.8% decrease when compared to the fifsbth2015, due to supply of natural gas in Spain
decreasing.

In a situation of weak demand due to weather camdif Gas Natural Fenosa supplied 72,836
GWh to end customers in Spain during the first bA2016, 7.1% less than in the same period of the
previous year.

International gas supply continued the trend ofipies quarters and reached 69,388 GWh in
the first half of 2016, a 6.7% increase comparedhto first half of 2015, driven particularly by
supply to end customers in other European countries

The organised market in gas through the Iberian (@arket (MIBGAS) continues to gain in
strength, with DA (day-ahead: next-day deliverydl WD (within day) contracts becoming firmly
established and an increase in liquidity driventhy sale of operating gas in the gas system. Gas
Natural Comercializadora, S.A. is one of the fewwacparticipants in this market. Additionally, the
first transaction for physical delivery the follavg month took place in the second quarter of 2016,
and liquidity was increased through the sale aémes gas for infrastructures and buffer gas tdHi
Yela underground store.

The annual auction for underground storage capémitthe period from April 2016 to March
2017 was held. A total of 31.2 TWh were availalde foth strategic and operational reserves. Gas

136



Natural Fenosa was awarded 47% of the contractenl@imcontinuing its commitment to the
security of supply to its customers and the Spagéshsystem.

In 2016, Gas Natural Europe S.A.S. strengtheneplog#tion in natural gas supply in Europe,
with a presence in France, Belgium, Luxembourg,Nktherlands and Germany. It is also an active
trader in these countries’ liquid gas markets, énght to optimise Gas Natural Fenosa's position
and seize opportunities in European markets.

Sales in France in the first half of 2016 amourte®2.9 TWh, to customers in numerous
segments such as industry, local government angubkc sector. Sales in Belgium, Luxembourg,
the Netherlands and Germany in the same period atedto 6.2 TWh.

Gas Natural Fenosa is also active in the wholesalket in Italy, where it sold 3.5 TWh in
the period.

The Group continues to diversify into internationarkets, having sold gas in the Americas
and Asia. This strengthens its presence in the ménnational LNG markets, providing the Group
with a medium-term position in growing countrieslarew markets.

Gas—Union Fenosa Gas

Gas supplied in Spain by Unidon Fenosa Gas amountdd,083 GWh during the first six
months of 2016, compared with 16,479 GWh for theesgeriod in 2015. Additionally, during the
first half of 2016, a total of 10,792 GWh of enenggs traded in international markets, compared
with 9,588 GWh in the first six months of 2015 (¥0@ggregates).

Electricity
Electricty—Spain

This area primarily includes power generation imiSpwholesale and retail electricity supply
in the liberalised market in Spain, and electrig@typply at the Small Consumer Voluntary Price
(PVPC).
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The following table sets out certain informationr@hation to the Group’s performance in the
Electricity business area in Spain as at 30 Juié 20d 30 June 2015, respectively.

As at 30 June (%)
Variation
(MW) 2016 2015 2016/2015
Ta1S =11 [=To o= T o= Lo | P 12,714 12,145 4.7
(=] 01T =11 [0] o [T 11,569 11,226 3.1
HydroelecCtriC.......cccovvvniiiiiiiiiiiiieeeee e 1,954 1,954 —
NUCIBAT ..t e 604 604 —
(OF0 T | RSP RRR 2,010 2,065 (2.7)
OlGAS .veeeiie e eme e 7,001 6,603 6.0
Renewables and Cogeneration.............cccceeeeeeiieeiieieee, 1,145 919 24.6
WING e 977 752 29.9
Small hydroelectric ...........ooooeeiiii i 110 110 —
Cogeneration and other ............ccooeeevieeeeeeeee e, 58 57 1.8

Gas Natural Fenosa generated 12,767 GWh of eliggtiicmainland Spain during the first six
months of 2016, a decrease of 12.9% when comparéuketcorresponding period in 2015. Of that
figure, 11,270 GWh were from conventional sourcesl7.0% decline with respect to the same

period last year.

In the watersheds where Gas Natural Fenosa opefQ&6 is proving to be wet, with an
exceedance probability as at 30 June 2016 of 26%ably 16% in May and 18% in June.

Reservoirs in Gas Natural Fenosa’s watersheds ateb&% of capacity as at 30 June 2016,
seven points more than as at 30 June 2015.

Nuclear output declined by 0.7% during the first sionths of 2016 when compared to the
first half of 2015, although the figures are aféecby changes in the dates of scheduled shut-downs.

Coal-fired output totalled 936 GWh during the fisst months of 2016, compared with 2,971
GWh in the corresponding period of 2015, represgrai decrease of 68.5%.

CCGT output declined by 25.2% in the first half26fL6 when compared to the corresponding
period in 2015, although capacity utilisation a8@tJune 2016 was 16%, double that of the industry
as a wholeqource: RERE

Emissions of C@amounted to 2.9 million tons of G@uring the first six months of 2016, 2.6
million tons less than in the same period of 2015.

Under its commitments, during April 2016, Gas Natdtenosa supplied the European Union's
Union Registry with the rights equivalent to the £gnissions certified at its coal-fired and CCGT
plants in 2015, a total of 13.5 million tons of £0

Gas Natural Fenosa’s generation market share wa%ol the first half of 2016, 1.9% less
than in the same period of 2015 (souaculated with REE daja
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Gas Natural Fenosa Renovables
There have been two significant events in the afeanewables and cogeneration in 2016:

- Gas Natural Fenosa Renovables, S.L. registeredid® projects totalling 65 MW within the
maximum quota of 450 MW that the Ministry of IndystEnergy and Tourism allowed for
the Canary Islands, which will have a special reenation system (where remuneration will
not be directly at market price). This MW represehe largest single share of that quota. Gas
Natural Fenosa Renovables has registered 45 MVEpzdity in the form of 10 projects on the
island of Gran Canaria, the other three being oertEéuentura. The process to obtain the
remaining permits required to build the wind farns continuing with the goal of
commissioning them by 31 December 2018, the deadtinprojects in this quota.

- In June 2016, Gas Natural Fenosa Renovables begdntevrepower the Cabo Vilano wind
farm, in the municipality of Camarifias, which inve$ installing two new 3 MW wind
turbines. These two machines will replace the 2Rjirmal turbines, which have been
decommissioned. This is the first repowering of @mdnrfarm in Galicia. Construction is
expected to be completed before the end of 2016.

Renewable and cogeneration output during the $irstmonths of 2016 was 1,497 GWh
compared to 1,082 GWh during the first six month@lL5, mainly due to the addition of the wind
farms acquired as part of the Gecal Renovables, &Acalsa) deal and to the higher levels of
precipitation in the second quarter of 2016.

At 30 June 2016, Gas Natural Fenosa Renovablea tatdl consolidable operational capacity
of 1,145 MW, of which 977 MW were wind, 110 MW wesenall hydroelectric and 58 MW were
cogeneration and photovoltaic, including the capaafi cogeneration plants that are being liquidated
(43 MW).

Global Power Generation

On 1 October 2014, Gas Natural Fenosa incorporaéited company Global Power
Generation, S.A.U.GPG) to boost its international power generation bestn GPG comprises the
power generation assets and businesses of GasaNa#mosa outside Europe, and its creation was in
line with the goals established in the Group’s entrstrategic plan, which envisages growth in the
international market through the development ofegation projects, most notably in Latin America
and Asia.

This section comprises all the Group’s internatiag@neration assets and interests in Mexico,
Puerto Rico, Dominican Republic, Panama, Costa,Kieaya and Australia (wind projects), as well
as assets operated for third parties via its sidrgiDperacion y Mantenimiento Energy, S.A.

On 30 March 2015, Gas Natural Fenosa and the Kumagstment AuthorityIA) signed an
agreement to conduct a $550 million capital inoee@s Global Power Generation, to be fully
subscribed by KIA.

On 5 October 2015, Gas Natural Fenosa and KIA ¢eteh the operation by which the
sovereign fund became a partner of Global Powee¢ion, with a participation of 25%.

On 18 August 2016, Gas Natural Fenosa, through GRS,awarded two power generation
projects in Chile, the Cabo Leones Il wind farm420W) and a solar photovoltaic plant in Inca de
Varas (120 MW). These are Gas Natural Fenosa'sdlextricity generation projects in Chile and
they are ultimately expected to supply 858 GWhymar. The investment is expected to amount to
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approximately €325 million. Construction is expect® begin in the third quarter of 2018 and
operations are expected to commence in the fourdhnter of 2020.

On 23 August 2016, Gas Natural Fenosa, through ,G®RG awarded its first wind farm in
Australia, which is located in New South Wales. T8k MW plant is expected to cost approximately
€120 million. Operations are expected to commendke second half of 2018.

The following table sets out certain informationr@hation to the Group’s performance in the
international power generation business as at 88 2016 and 30 June 2015, respectively.

As at 30 June (%)
Variation

(MW) 2016 2015 2016/2015

Ta1S =11 [=To lor=T o= Lo | 2,702 2,707 .2j0
MEXICO (CCGT) cooivieeiiie e eciee e eeee e 2,035 2,035 —
MEXICO (WINA) ...uvvriiiiiiiriiiiiiiiienerneeb e e e e e e e e e e e e 234 234 —
Costa Rica (hydroelectric).............uvveeeemeeeernnnnnnns 101 101 —
Panama (hydroelectric) .........cccccouvvrvr e eeeeeeen 22 22 —
Panama (oil-fired) ...............ooo oot — 5 n.m.
Dominican Republic (oil-fired) ............covvceeeeeeeeee. 198 198 —
Kenya (oil-fired) ..., 112 112 —

Note:
The table does not include the corresponding dataFuerto Rico asthe Group accounts for its

operations in Puerto Rico through the equity method

Output in Mexico increased during the first six ni@of 2016 when compared to the
corresponding period in 2015 since the major ouwdshaf Tuxpan and Naco lasted longer in 2015,
the Tuxpan unit Ill operated in open cycle, andéhgere problems with the quality of input gas in
the first half of 2015. These effects offset thedo wind output caused by lower winds at Bii Hioxo
and reduced production by Durango, which had a m@&jerhaul in 2016. Maintenance work in the
various years resulted in higher availability dgrthe first six months of 2016 when compared to the

first half of 2015.

Hydroelectric output in Costa Rica during the finstlf of 2016 was favoured by Torito,
which came into service in the second quarter d520he higher availability this year is due to
problems with the turbine spiral chambers at Tdritthe second quarter of 2015 that caused a lower
availability during this period.

Output in Panama during the first half of 2016 whghtly higher than during the first half
of 2015 due to higher precipitation in the secondrter of 2016. Availability as at 30 June 2016
decreased when compared to 30 June 2015 due tppaavarhaul of the La Yeguada plant.

Output in the Dominican Republic declined by 7.8Wimly the first six months of 2016
when compared to the corresponding period in 2QE5td higher hydroelectric generation and to the
withdrawal of the more efficient plants from thesgm in 2015.
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Diesel-fired output in Kenya increased by 17.7% 30GWh during the first six months of
2016 when compared to the corresponding periodib2This was due to higher dispatching in
2016 as a result of maintenance shutdowns at defdtee country’s hydroelectric plants.

Output by Ecoeléctrica L.P.’s CCGT in Puerto Riadnich the Group accounts for through
the equity method) was 21.8% higher during the &ix months of 2016 when compared to the
corresponding period in 2015, since it had a maj@rhaul in the first quarter of 2015, and the one
scheduled for the first quarter of 2016 was broughward to late 2015 due to damage caused by
tropical storm Erika. Its contribution to the Growas lower during the first six months of 2016
when compared to the corresponding period in 2@calise of a reduction in both spot power sales
and capacity revenues.

Legislation in Spain
Regulation in the gas sector

The regulation of the natural gas sector is malayed on Law 34/1998, of 7 October, on
the Hydrocarbon Sector (thi¢ydrocarbons Sector Lay(Ley 34/1998, de 7 de octubre, del Sector
de Hidrocarburos) as amended, inter alia, by:

(i) Royal Decree Law 6/2000, of 23 June, on Urdgdeasures to Increase Competition in
Markets for Goods and Services;

(i) Law 12/2007, of 2 July, and Royal Decree La@&/2012, of 30 March, modifying the
Hydrocarbons Sector Law to adapt it to the provisioof Directive 2003/55/EC and
Directive 2009/73/EC concerning common rules for the internal market in natural gas;

(iii) Law 18/2014, of 15 October, ratifying RoyakbreeLaw 8/2014; and

(iv) Law 8/2015, of 21 May, amending the Hydrocart®ector Law and certain tax and
non-tax measures in connection with the exploratiogsearch and exploitation of
hydrocarbons.

The Hydrocarbons Sector Law has subsequently beemded by further legislation and
complemented by other regulation. As mentioned apav July 2014, the Spanish government
approved the main provisions of the gas regulatefgrm aimed at cutting the tariff deficit, includle
in Royal Decree-Law 8/2014, subsequently conveirigal Law 18/2014 and one year later, in May
2015, Law 8/2015 was published amending the Hydbares Sector Law.

The Hydrocarbons Sector Law includes measureshiewse a fully liberalised internal market in
natural gas to increase competition and to proziti@her quality of service to consumers. Furtber t
these goals, the law emphasises the correct operddr access to the networks, to ensure
transparency, objectivity and non-discriminatiorthie natural gas sector.

Under article 60 of the Hydrocarbons Sector Lawe, dglas system is structured around two
types of activities: (i) regulated activities, whimclude transmission (regasification, primaryate
and transmission in the strict sense) and disiohubf natural gas; and (ii) unregulated activities
which include production, liquefaction and supplynatural gas, as well as non-primary storage.
Under the scope of Royal Decree 949/2001, of 3 Atyguodified by Royal Decree 984/2015, of 31
October 2015, regulating third-party access to mestallations and establishing an integrated
economic system for the natural gas industry, winiacplemented certain criteria and principles in
relation to levels of remuneration for regulatetiiges, the Spanish Ministry of Industry, Energy
and Tourism issued a number of Ministerial Ordetalgishing the remuneration for such regulated
activities, as well as tariffs, tolls and royaltipayable in respect of the regulated activities of
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transmission and distribution. These tariffs, ta@lsd royalties are applied uniformly throughout
Spain. The remuneration for providing regulatedritistion of natural gas to customers is based
upon, among other factors:

* the volume of gas distributed;
* investments and amortisations ¢gaised in the distribution network;
* maintenance and operational costs of the distribution network;

» characteristics of the area of distribution, in@hgdlength of the network, network pressure
and the number of customers serviced;

» security and quality afervice; and
e other costs necessary to carry out distribution.

At the end of each year, the Ministry of IndustEnergy and Tourism passes a Ministerial
Order establishing the remuneration for each trassan and distribution company.

In July 2014, the Spanish government approved aregwlatory framework for the natural
gas sector included in Royal Decree-Law 8/2014,clwhivas subsequently converted into Law
18/2014. This reform was aimed at cutting the acdatad tariff deficit. The main points of this
reform include the following:

» Economic sustainability and automatic tariff in@es: The system is based on the principle
of sustainability, which means that from 2015 ordgathe tariff deficit is expected to be
gradually eliminated through increases in the actasff when the annual deficit surpasses
10% of the forecasted system costs, or the cumalakficit reaches 15% of the estimated
system costs.

e Tariff deficit 2014: The cumulative deficit existeat 31 December 2014 will be financed by
the companies in proportion to their share in fsesn costs, and will be reimbursed to the
companies over 15 years through an annual payrmahhés been incorporated as a system
cost. Annual reimbursement also includes markedrést rates to be established by the
Ministry of Energy, Trade and Tourism.

 New remuneration scheme for regulated activities:rélation to distribution, the new
regulation is similar to the preceding regulatibased on previous years’ revenues and
growth in clients and volume. However the updafaxjors have been eliminated.

Also, a new remuneration scheme was introduced¢owage growth in new gas areas. In
transportation, regasification and storage, the selveme is based on a combination of “net
regulated asset baseRAB) plus “variable remuneration”. As in the case stribution, the
updating factor has been eliminated, but an effijefactor has been introduced which
applies in respect of the variable term.

e The regulatory periods will last six years eaclgegt for the first regulatory period, which
ends in December 2020.

e The reform also includes the recovery of part & thutcome of the arbitration of the
Algerian contract, amounting to €163,790,000.

Law 18/2014 came into force with immediate effécgly 2014), which means that the new
remuneration scheme affects the second half of 20M#isterial Orders establishing the
remuneration for transmission and distributiontfar second half of 2014 and for the year 2015 were
approved by the end of 2014, applying the new nulogy established in this legislation. In
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particular, we refer to Ministerial Order IET/233B14, setting the remuneration for regulated gas
activities for the second half of 2014, and to [E#5/2014, setting the remuneration for regulated
gas activities as from 1 January 2015. Ministe@ater 1ET/2445/2014 also included the first
annuity of €33 million, plus interest, for the reeoy of the €163,790,000 recognised in Law 18/2014
to be recovered and reimbursed to Gas Natural Bermy®r a period of five years, as part of the
outcome of the arbitration proceedings of the Ablgercontract of natural gas supply through the
Europe-Maghreb pipeline.

The payment of the corresponding interest is pentlie approval of the Ministerial Order
fixing the amount. Additionally, on 3 October 201Rpyal Decree-Law 13/2014 was passed. It
focused on the suspension of operations at thergraend storage site “Castor” and fixing the
compensation to be paid, by Enagas TransportelUStA.the concessionaire (namely, Escal UGS,
S.L.) amounting €1,350,729,000. Enagas Transp&i&,U. is to manage the corresponding gas
facilities and has a payment right amounting totttal compensation paid to Escal UGS, S.L., plus
a financial consideration for its management resjtdlities of the underground storage site Castor.
The receivables in favour of Enagas Transporte,l&.Are to be paid by the gas system, under the
gas system'’s access tolls and royalties for a gerfi@0 years.

The new remuneration scheme for regulated actva@opted in the Law 18/2014 has been
successful in reducing the deficit. According te tast provisional settlement (14/2015) approved by
the CNMC, the provisional gas tariff deficit for 2B amounted to €23 million, due to the mild
weather at the end of 2015.

In May 2015, a new law, Law 8/2015, was publishettading the Hydrocarbons Sector
Law, primarily to contemplate the creation of agatised gas market (gas hub), the introduction of
other measures to promote competition in the hydtmns sector, and the adoption of tax measures
with regards to the exploration and production ydriocarbons. On 31 October 2015, Royal Decree
984/2015 was published, establishing detailed rréggilating the functioning and organisation of
this secondary organised gas market, as well ase sdmanges in third-party access to gas
installations.

Liberalisation and deregulation of the Spanish gakistry

On 1 July 2008, the Spanish gas industry was de&xegliwith the abolition of the regulated
gas supply in line with the requirements of the ddelc European Gas Directive 2003/55/EC.
Pursuant to Law 12/2007, published on 3 July 2@@d, Ministerial Order ITC/2309/2007, published
on 31 July 2007, the regulated gas market was sieali as from 1 July 2008 and distribution
companies ceased to supply at the regulated tddiffder the new liberalised system, customers are
free to elect their gas supplier and those thdédaio do so by 1 July 2008 were automatically
transferred to the supply company pertaining t@ ttlistribution company’s group.

A “last resort” tariff was established, setting th@aximum price at which “last resort”
suppliers may charge eligible consumers (initiakyng consumers connected to a gas pipeline with
a pressure less than or equal to 4 bar and whosgabhoonsumption is less than 3 GWh). On 14
May 2009, Ministerial Order ITC 1251/2009 modifigte scope of the “last resort” tariff to apply as
from 1 July 2009 only to customers connected tagpeline with a pressure less than or equal to 4
bar and whose annual consumption is less than 5G.MW

Royal Decree-Law 6/2009, published on 30 April 2088signated Gas Natural Servicios,
S.A. (a subsidiary of the Guarantor) as one offibe companies designated in Spain as a “last
resort” supplier. On 20 May 2009, Gas Natural SBBRG, S.A. Gas Natural SUR also a
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subsidiary of the Guarantor) was designated agst fesort” suppliercomercializador de ultimo
recursg in place of Gas Natural Servicios, S.A.

Royal Decree 104/2010, of 5 February, regulateseffective entry into force of the “last
resort” supply in the Spanish gas sector, includmegrights and obligations of “last resort” suppi.
Liberalisation in Spain has gone beyond the remqérds of the Second EU Gas Directive
2003/55/EC.

Dominant market position

As from 1 January 2003, no company or group of camgs may supply more than 70% of
the total gas consumption in Spain (excluding gasgmed by such company or group). As of the
date of this Base Prospectus, Gas Natural Fentisaaéss that it accounts for approximately 57.4%
of total gas supply in Spain.

Regulation in the electricity sector

The current legal regime for the electricity sedtoBSpain is laid out in Law 24/2013, enacted
in December 2013 (thelectricity Acf). Just like its predecessor, Law 54/1997, enact&kcember
1997, the Electricity Act defines the following fomnain types of activities in the electricity syste
(1) transmission, (2) distribution, (3) generaticemd (4) supply activity. Transmission and
distribution are considered as regulated activitied hence they are excluded from the market and
their remuneration is defined by the Governmentilavgeneration and supply activities operate
under a competitive regime in a liberalised ma(kabject to certain exceptions, as set forth below)

The basic principle underlying the Electricity Astthe right of all consumers to receive high-
quality power supply at the lowest possible coshimitheir national territory, whilst minimising ¢h
environmental impact of the electricity industryhel Electricity Act also governs the technical
management (carried out through a system operaaleconomic management (carried out through
a market operator) of the electricity sector iniSpa

To ensure the independence and transparency ofateduactivities (including distribution,
transmission and the technical and economic manageai the system), operators are obliged to
separate regulated and unregulated activities. Woogly, companies that carry out any regulated
activity must include such activity as their solerporate objective in their by-laws. A corporate
group may, however, engage in any number of regdlattivities provided that these activities are
carried out by a different group company. The dilmns in relation to functional separation and
independent management of regulated activities beea mandatory since 1 January 2008.

The supply market was liberalised in stages, with dligibility planned, at EU level, for
2007, though in Spain the free choice of electrisiipplier was granted to all consumers in January
2003. However, consumers with a contract demardd &\W or less are eligible for a tariff called the
“Small Consumer Voluntary Price’P(ecio Voluntario para el Pequefio Consumidar PVPC)
which replaced the former “Tariff of Last ResontVhich had applied for such customers from July
2009 to 2014.

The Electricity Act forms part of the “global electty reform” initiated by the Spanish
government in July 2013 with the aim of eliminatitige tariff deficit, which means the shortfall
between the regulated costs and the revenues dléhtricity system. As of the date of this Base
Prospectus, the total outstanding electricity tat@ficit amounts to approximately €25 billion, af
which has been securitised. As a result of the iSpaslectricity reform, 2013 was the last year hwit
a tariff deficit, with a tariff surplus of incomever costs of the electricity system of €550 million
having been recorded in 2014 and €469 million ih®20 he first measure adopted to tackle the tariff
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deficit was Royal Decree Law 9/2013, approved ity 013, to establish the principles of the
remuneration for regulated activities, such as stn@ssion, distribution and generation from
renewable sources, a reduction of capacity paynfentsack-up generation and also the funding for
the so-called “Social BonusBpno Socigl, which is a discount for the poorest consumers.

The Electricity Act confirmed the same principles the remuneration of regulated activities
established in Royal Decree-Law 9/2013 and includestability rule: every new cost should be
accompanied by a new source of revenues, and afigit dexceeding certain limits should
automatically be compensated by a tariff increase.

Prior to this reform, the Spanish government hgar@ged other regulatory measures in order
to reduce the tariff deficit such as Royal DecresvL13/2012 and Royal Decree-Law 20/2012,
pursuant to which it adopted measures to correctrtiibalance in the Spanish electricity system. In
order to achieve this objective, Law 15/2012 wa® adopted in December 2012, which included
fiscal measures affecting electricity generatiod ather energy sectors (natural gas, coal andther
in order to raise new sources of revenues to flextreity costs.

With regard to the Spanish energy regulator CXIBnjision Nacional de EnergiaLaw
3/2013 merges most of the regulatory bodies inrSpaicreate a single regulator. The new body,
called the National Market and Competition Comnaissor CNMC Comision Nacional de los
Mercados y la Competengjamerges the current Spanish Competition AuthaitNC Comision
Nacional de Competengiavith six regulatory bodies for specific markets;luding the CNE.

Generation

The electricity generation sector in Spain operateder the principles of a non-regulated
activity with free establishment and open compatitiGenerators principally derive their revenues
through sales of the energy they produce, and salels can be carried out:

e on an organised daily market in which the eledfrigelling price is set according to a
marginal price determined on the basis of demanidgénerators in Spain are obliged to
offer energy in this spot generation market;

» through forward sales in organised markets, suahaa&ets operated by the Operator of the
Iberian Energy Market@perador del Mercado Ibérico de Energia OMIE);

» through bilateral contracts on terms freely agteetsveen the contracting parties, complying
with certain requirements as to form and minimumtent pursuant to applicable laws and
regulations.

Remuneration for generation activities also derifresn the provision of complementary
services and “payment for capacity”. Payment fopacity is effected through (i) an investment
incentive applicable to post-1998 facilities whicve operated under the “ordinary regime” at a
capacity of over 50 MW for ten years, as well asolder facilities that have made significant
environmental investments, such as in desulphisisaand (ii) payments for availability, structured
through bilateral contracts with the system operdRoyal Decree-Law 9/2013 reduced the amount
of the investment incentive while its collectiorripd was extended.

A specific remuneration system also exists forlittes supplied or powered by renewable
energy sources, waste and cogeneration. This asebden affected by several regulatory changes in
recent years. In January 2012, the Spanish governamproved Royal Decree-Law 1/2012 and
suspended the registration of new renewable engrgjgcts under the special regime. By taking
away new financial incentives, the government souighimit the costs that these incentives were
causing to the electricity system. The decisionjctvihas no retroactive effect, does not affect
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projects already in operation. Royal Decree-Law02® also introduced certain changes in the
remuneration system of these facilities.

The electricity reform of July 2013 also affectb@tspecial remuneration system for facilities
supplied or powered by renewable energy sourcestewand cogeneration. Royal Decree-Law
9/2013 established a new model based on the reguld¢finition of “reasonable rate of return” over
the entire life of the asset. Such reasonable ohteturn concept is defined as a 10-year Spanish
bond government yield plus 300 basis points on mimal pre-tax basis. The model is based on
efficient standards for capital and operational esxiture. A detailed regulation with specific
remuneration parameters was also approved duribg. 20

In 2010, a new mechanism was approved in relatoS8ganish coal, applicable until 2014,
which obliges certain power plants to produce @ert@lumes of electricity out of Spanish coal
through a preferential dispatch mechanism, favguthose Spanish coal power plants over other
power plants. This mechanism has been applied Felonuary 2011 until 31 December 2014.

The generation of electricity is subject to a numbienew taxes that were created by Law
15/2012 in order to contribute to solving the fadiéficit problem. These taxes, which have been in
force since 1 January 2013, include (i) a tax oooine from electricity generation from all
technologies, and taxes on nuclear waste produetionstorage and hydroelectric production, (ii) a
new tax for natural gas consumption, and (iii) meréase of the current tax on coal, which now also
applies when the relevant energy products are faseble generation of electricity.

Distribution

Distribution activity continues to be consideredegulated activity with its remuneration
continuing to be regulated and the tariffs for wdethe networks to be set by the regulatory
authorities.

Royal Decree-Law 9/2013 adopted a new methodologet the reasonable rate of return for
distributors. The model will be based on “efficiestindards assets” and will be reviewed every six
years. The Electricity Act confirmed this remunamatmethodology and Royal Decree 1048/2013
set the current remuneration scheme of the diginiblactivity together with the Ministerial Order
establishing the capital and operational expenrglin@ference unit values for the first regulatory
period approved in December 2015. The new methggoleas first applied in Ministerial Order
IET/980/2016 establishing the remuneration of itistion activity for 2016 published in June 2016.

This remuneration contains three components:

» Remuneration of investments: the remuneration#stments is based on a regulatory asset
base (RAB), which is calculated according to cam@igenditure standards and applying a
rate of return defined as a 10-year Spanish bordrgment yield plus a spread based on the
activity risk (200 basis points for the first regtdry period).

* Operations and management costs: this componebéadsd on standard operations and
management values set for each component of tivriet

» Incentives for quality, reduced losses and redticeftl.

As a result of this remuneration structure, distidibs’ revenues are determined by the
remuneration allocated to them through the regujatystem for each year. Receipt of this
remuneration is guaranteed through a settlemetersymanaged by the regulator. The regulator also
determines the compensation entitlement for theagament of access contracts, costs of meter
reading, planning, and other regulated activities.
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Transmission

Law 17/2007, of 4 July, amending the Spanish Hlattr Act of 1997, established a
transmission system operator (TSO) model for tréssion and operation to be owned and managed
exclusively by the Transmission Network Manager 8gstem Operator (Red Eléctrica Corporacion,
S.A.). However, certain 220kV facilities (the vaeathreshold for transmission) may be authorised
to be owned by distribution companies, dependintheir specific characteristics and functions as it
is the case of transmission facilities that ark ®tvned by Union Fenosa Distribucién, a subsidiary
of the Group.

Royal Decree-Law 9/2013 also modified the remumn@naframework for transmission. The
model will be based on “efficient standards assetst! will be reviewed every six years. The
Electricity Act confirmed this remuneration methamyy and Royal Decree 1047/2013 set the
current remuneration scheme of the transmissioivitgcttogether with a Ministerial Order
establishing the capital and operational expergiwmit values for the first period approved in
December 2015. The new methodology was first agplie Ministerial Order IET/981/2016
establishing the remuneration of transmission @gtfer 2016 published in June 2016

This remuneration contains three components:

* Remuneration of investments: the remuneration#stments is based on a regulatory asset
base (RAB), which is calculated according to cam@igenditure standards and applying a
rate of return, which is based on the 10-year Spabond government yield plus a spread
based on the activity risk (200 basis points ferfitst regulatory period).

* Recovery of operating and management costs: thispepent is based on standard
operations and management values set for each campof the network,.

» Incentives in relation to availability.
Retail supply

The supply market was liberalised progressivelyhtll eligibility, at EU level, planned for
2007. In Spain, since 1 January 2003, retail custerhave had a free choice of electricity supplier.
Profit margins in retail electricity supply resfdibm revenues generated through sales to customers
(at a price agreed between the customer and th@ie)pminus the costs of acquiring the electricity
supplied and any applicable levies.

Regulated tariffs for high voltage consumers wdmmieated in July 2008 (except for the
largest intensive consumers), and remaining regdl#riffs for households that were applied by
distributors were eliminated in June 2009.

However, since then an exception (affecting moea t80% of electricity consumers) applies
to small consumers (with a power contract of udl@okW) who, in addition, can choose to be
supplied by “Reference Suppliers” (formerly call&lppliers of Last Resort”) under prices which
are set or monitored by the Ministry of IndustryzelEgy and Tourism. Royal Decree 216/2014, of 28
March, regulates the effective entry into forcahef PVPC (formerly called “Tariff of Last Resort”)
that are applied by the Reference Suppliers. Thewsdl consumers can choose, in addition to being
supplied under freely-negotiated prices by nonrezfee suppliers, one of the following price
schemes:

e The default option, applied to consumers who do exjress any preference, is that
consumers are supplied under the PVPC. The PVRGsisntially calculated as the sum of
the real-time spot electricity market price in edwdur, plus the applicable retail access
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tariff, plus a retail margin which is defined byetMinistry of Industry, Energy and Tourism.
Detailed regulation that allows the effective uséaurly load curve of each consumer on
electricity bills was passed in June 2015, makingompulsory from 1 October 2015 for
consumers with a smart meter.

» Alternatively, consumers who prefer a fixed priggion can choose the “alternative offer”
of a “Reference Supplier”, which is set freely lack reference supplier.

In addition, some of the poorest consumers, knosvtvalnerable consumers”, are eligible to
receive a so-called “Social BonusBdno Socigl whereby they receive a 25% discount applied to
the PVPC. This “Social Bonus” was funded, accordingRoyal Decree-Law 9/2013 and the
Electricity Act, by vertically integrated companissich as Gas Natural Fenosa. However, the
Supreme Court has recently declared that this digcis contrary to the Electricity Directive for
being discriminatory and therefore, has been dedlawot applicable. The Supreme Court has also
recognised that funding companies may recover ajiments that they made for this purpose.
Consequently, the Government must return to fundiognpanies all the payments made for this
purpose and approve a new method of financing 8weial Bonus” that continues to be applied by
the reference suppliers. The Government has howapgealed against the judgement before the
Supreme Court.

Research and Development

The Group engages in research and developmenirmgpendently and in collaboration with
other Spanish and international companies and ®odi€he Group’s research and development
focuses mainly on (i) safety in the transportatioh natural gas, (ii) methods of reducing
environmental impact, (iii) the development of néschnologies in the distribution of gas and
(iv) the development of new applications for naltgaes.

Litigation and Arbitration

The sectors in which Gas Natural Fenosa operates ihaecent years grown more litigious,
as a result of the volatility of fuel prices ancajer competition in the liberalised market, ambngs
other factors, and Gas Natural Fenosa and its diabisis are currently involved in a number of
judicial, arbitration and regulatory proceedingsiven the nature of Gas Natural Fenosa’s business
and the sectors in which it operates, the amouantdved in such proceedings can be significant. An
adverse outcome in respect of one or more of thasms could have a material adverse effect on the
Group'’s financial condition and results of operatio

In addition, members of the Group may, from timdinee, be subject to civil liability claims
for damage caused as a result of incidents arisitige Group’s ordinary course of operations. Such
incidents may include breakdowns in the gas digtidgim network, gas explosions or damage caused
by the Group’s tankers that transport LNG. Anytsalaims could result in the payment of damages
by the Group in accordance with the legislationliapple in the countries in which the Group
operates. While Gas Natural Fenosa seeks to adltsirance cover for risks related to civil liatyili
claims, its financial condition and results of agd@ns may be adversely affected to the extent any
losses are uninsured, exceed the applicable liomigtunder its insurance policies or are subject to
the payment of an excess towards the insured anmmutd the extent the premiums payable in
respect of such policies are increased as a @Sulsurance claims.

The main judicial, arbitration and regulatory predmgs of the Group as of the date of this
Base Prospectus are set forth below.
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Tax claims in Spain

At 30 June 2016, the main tax litigation affectthg Group relates to the tax credit for export
activities. As a result of the inspection procegdinn tax periods 2003 to 2008, the Inspectorage ha
guestioned the admissibility of the tax credit éaport activities applied by Gas Natural SDG, S.A.;
the tax assessments have been contested and dpgealseen lodged at the Tax and Treasury Court
and the National Court. At 31 December 2015, tles@ments, including interest, amounted to €93
million are fully provisioned.

Claims for Programa de Integracion Socidl§) and Contribucion para la Financiacion de la
Seguridad SocialGOFINS) taxes in Brazil

In September 2005 the Tax Administration of RiaJdaeiro declared void the recognition that
it had previously accepted in April 2003 to comashe loans for the contributions related to the
sale of PIS and COFINS paid by the Group companmgamhia Distribuidora de Gas do Rio de
Janeiro CEG). The Tax Administration confirmed this resolutionMarch 2007 and CEG therefore
filed an appeal with the administrative courts {igasFederal do Rio de Janeiro). On 26 January
2009 notification was received of public civil axtiagainst CEG in connection with the same events
which are being processed. The total tax admirnistraclaims (updated at 31 December 2014),
amount to 386 million Brazilian Real. The CourtFkifst Instance issued a decision in November
2015 partially accepting the claim of CEG, reducthg amount to 260 million Brazilian Real
(approximately €61 million). CEG will appeal thection and considers, together with its legal
advisers, that even the reduced amount is basetebst is therefore improbable that the appeal
against it will be lost.

Qatar gas supply contracts

In May 2015, Gas Natural Fenosa commenced an aitibitr procedure to determine, among
other things, the price of the gas supplied by Qliguefied Gas Company Limited under its long-
term contract. GNF has requested a price reduetnohthe supplier has requested a price increase.
The parties have presented their claims during 2016

Environmental Matters

The Group’s operations are subject to environmegmtadection laws and regulations of the
European Union, Spain and the other countries iiclwiine Group operates or is located.

Insurance

In line with industry practice, the Group insur&s assets and activities worldwide. Among
the risks insured are damage to property, busimgssruption and civil liability to third parties
arising in connection with the Group’s operation¥he Group’s insurance policies also include
indemnification limits and deductibles. The Grargmsiders its level of insurance coverage to be
appropriate for the risks inherent in its business.

The Group has its own reinsurance company, NaRealS.A. Natural Re). Natural Re is
completely integrated within the risk managementh&f Group and acts as a centralised global
operations tool, providing coverage against Grosgsr Natural Re retains part of the risk and
purchases reinsurance protection to mitigate iposdre. Furthermore, Natural Re allows the Group
to implement its insurance programme consistentiyoss the varying regulatory environments
applicable to the countries in which the Group afes.
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Employees

At 31 December 2015, Gas Natural Fenosa employeaB@%ersons in Argentina, Brazil,
Chile, Colombia, France, Italy, Mexico, Morocco &yhin, among other countries.

The Group has only experienced one industrial agtidhe past five years, which was limited
to the Madrid area. As of the date of this Basespeotus, Gas Natural SDG is not aware of any
material labour dispute, other than disputes with@anormal course of business.

Management — Board of Directors

The Board of Directors of Gas Natural SDG has @taresponsibility for the administration
of the affairs of the Group. The directors, thedsiion on the Board of Directors of Gas Natural
SDG and their principal activities outside the Gras at the date of this Base Prospectus are as
follows:

Name Position Principal activities outside the Group

President of Criteria Caixa, S.A.U. and of the
Isidro Fainé Casas President Patronato Fundacié Bancaria “la Caixa” and Vice-
President of Telefonica, S.A.

: First Vice- Chief Executive Officer of Repsol, S.A.

Josu Jon Imaz San Miguel )

President
William Alan Woodburn Seconql Vice- President of Competitive Power Ventures

President

Chief President of the Compafiia General de Electricidad,

Rafael Villaseca Marco Executive S.A. (Chile) and Vice- President of the Fundacion

Officer Gas Natural Fenosa

Honorary President of the Asociacién Espafiola de
Directivos (AED) and Vice- President of the
Confederacion Espafiola de Directivos y Ejecutivos
(CEDE) and of the Fundacion CEDE

Ramon Adell Ramoén Director

Enrique Alcantara-Garcia —

i Director
Irazoqui
Chief Executive Officer of Digestum Legal, S.L.P.
Xabier Afloveros Trias de Bes  Director and Vice- President of the Fundacién San Francisco
Javier
Marcelino Armenter Vidal Director General Director of Criteria Caixa, S.A.U. and
President of Caixa Capital Risc, S.G.E.C.R., S.A.
Mario Armero Montes Director Executive Vice-President of ANFAC Asociacion
: ! Espafiola de Fabricantes de Automdviles y Camiones
Francisco Belil Creixell Director Director of the Abell6 Linde, S.A. and of Uriach,

S.A. and Vice- President of the Fundacion
Bertelsmann
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Benita Maria Ferrero-

Waldner Director

Alejandro Garcia-Bragado .
Director

Dalmau

Cristina Garmendia Director

Mendizabal

Helena Herrero Starkie Director

Miguel Martinez San Martin Director

Rajaram Rao Director

Luis Suarez de Lezo Mantilla Director

President of the Fundacién Euroamérica and Director
of Munich Re

First Vice-President of Criteria Caixa, S.A.U and
Vice-President of the Patronato Fundacion Bancaria
“la Caixa”

President of the Grupo Genetrix and Presidentef th
Patronato Fundacion Cotec

President and CEO of Hewlett Packard Spain and
Portugal and President of the Fundacién I+E
Innovacion Espafia

Chief Financial Officer and Corporate Development
of Repsol, S.A. and Director of Repsol Petroled,. S.

Partner of GIP

Secretary and Director of Repsol, S.A. and Vice-
President of the Fundacién Repsol

The business address of the members of the Bodbiredtors is Placa del Gas, N°1, 08003

Barcelona, Spain.

Conflicts of interest

There are no conflicts of interest between anyedutiwed by the members of the Board of
Directors to Gas Natural SDG and their respectrixafe interests and/or duties.
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TAXATION AND DISCLOSURE OF INFORMATION IN
CONNECTION WITH THE NOTES

The following is a general description of certainr&pean Union, United States, Dutch and Spanish
tax considerations relating to the Notes, Coupdrapns or Receipts. It does not purport to be a
complete analysis of all tax considerations relgtito the Notes, Coupons, Talons or Receipts
whether in those countries or elsewhere. Prospectiurchasers of Notes, Coupons, Talons or
Receipts should consult their own tax advisersoasttich countries’ tax laws could be relevant to

acquiring, holding and disposing of Notes, Coupdradpns or Receipts and receiving payments of
interest, principal and/or other amounts under tNetes, Coupons, Talons or Receipts and the
consequences of such actions under the tax latt®sé countries. This overview is based upon the
law as in effect on the date of this Base Prospeatd is subject to any change in law that may take
effect after such date.

Taxation in The Netherlands — Issues by Gas Naturdtenosa Finance B.V.

This is a general summary and the tax consequescdsscribed here may not apply to a holder of
Notes, Coupons, Talons or Receipts. Any potentieéstors should consult their own tax advisers
for more information about the tax consequencesagfuiring, owning and disposing of Notes,
Coupons, Talons or Receipts in their particulaciinstances.

This taxation summary solely addresses the prihcidetherlands tax consequences of the

acquisition, the ownership and disposition of Npt€supons, Talons or Receipts issued by Gas
Natural Fenosa Finance B.V. after the date heretdf hy a holder of Notes, Coupons, Talons or

Receipts who is not a resident of The Netherlaridgloes not consider every aspect of taxation that
may be relevant to a particular holder of Notesugms, Talons or Receipts under special

circumstances or who is subject to special treatmeder applicable law. Where in this summary

English terms and expressions are used to refgetioerlands concepts, the meaning to be attributed
to such terms and expressions shall be the medoibg attributed to the equivalent Netherlands

concepts under Netherlands tax law.

This summary is based on the tax laws of The Nkthds as they are in force and in effect on the
date of this Prospectus. The Netherlands meangattieof the Kingdom of The Netherlands located
in Europe. The laws upon which this summary iseldagre subject to change, potentially with
retroactive effect. A change to such laws may iidééé the contents of this summary, which will not
be updated to reflect any such change. This sumamssymes that each transaction with respect to
Notes, Coupons, Talons or Receipts is at arm’stfeng

Withholding Tax

All payments by Gas Natural Fenosa Finance B.Veuitte Notes, Coupons, Talons or Receipts can
be made free of withholding or deduction of anyetawrf whatever nature imposed, levied, withheld
or assessed by The Netherlands or any politicadligigion or taxing authority thereof or therein,
provided that (i) the Notes, Coupons, Talons ordjes have a maturity - legally and de facto - of
less than 50 years and (ii) the Notes, CoupongiBabr Receipts will not represent, be linked [ t
performance of) or be convertible (in part or inold) into (rights to purchase) (a) shares; (b)iprof
certificates (winstbewijzen); and/or (c) debt instients having a maturity - legally and de factd - o
more than 50 years, issued by Gas Natural Fenosaéeé B.V. or any entity related to Gas Natural
Fenosa Finance B.V.
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Taxes on Income and Capital Gains

A holder of Notes, Coupons, Talons or Receipts wilt be subject to any Netherlands taxes on
income or capital gains in respect of Notes, Cogpdalons or Receipts, including such tax on any
payment under the Notes, Coupons, Talons or Receipin respect of any gain realised on the
disposal, deemed disposal or exchange of Notegp@si Talons or Receipts, provided that:

(i)

(ii)

(i)

(iv)

such holder is neither a resident nor deemed ta besident of The Netherlands,
Bonaire, Saint Eustatius or Saba;

such holder does not have an enterprise or aresgitén an enterprise that is, in
whole or in part, carried on through a permanemabdishment or a permanent
representative in The Netherlands, Bonaire, Sairstdéfius or Saba and to which
enterprise or part of an enterprise, as the casebmaNotes, Coupons, Talons or
Receipts are attributable;

if such holder is an individual, neither such holder any of the holder’s spouse,
partner, a person deemed to be the holder’'s pamnesther persons sharing such
holder’s house or household, or certain other chdolder’s relatives (including
foster children), whether directly and/or indirgcds (deemed) settlor, grantor or
similar originator (theSettlon, or upon the death of the Settlor, the Settlor's
beneficiaries (theBeneficiarieg in proportion to their entittement to the estafe
the Settlor, of a trust, foundation or similar agament (alrust), (a) indirectly has
control of the proceeds of Notes, Coupons, TalarRexeipts in The Netherlands,
nor (b) has a substantial interest in Gas NatuemloBa Finance B.V. and/or any
other entity that legally or de facto, directlyindirectly, has control of the proceeds
of Notes, Coupons, Talons or Receipts in The Nkthds. For purposes of this
clause (i), a substantial interest is generalty present if a holder does not hold,
alone or together with the holder’'s spouse, partaeperson deemed to be such
holder’s partner, other persons sharing such hsldesuse or household, certain
other of such holder’s relatives (including fostéildren), or a Trust of which the
holder or any of the aforementioned persons istdoB@r a Beneficiary, whether
directly or indirectly, (a) the ownership of, centaother rights, such as usufruct,
over, or rights to acquire (whether or not alre@bpied), shares representing five
per cent. or more of the total issued and outstendapital (or the issued and
outstanding capital of any class of shares) of mpamy; (b) the ownership of, or
certain other rights, such as usufruct, over prqddrticipating certificates
(winstbewijzely or membership rights in a co-operative assamatihat relate to
five per cent. or more of the annual profit of anpany or co-operative association
or to five per cent. or more of the liquidation peeds of a company or co-operative
association; or (c) membership rights representive per cent. or more of the
voting rights in a co-operative association’s gahareeting;

if such holder is a company, such holder has netanbal interest in Gas Natural
Fenosa Finance B.V., or if such holder has a sotiatanterest in Gas Natural Fenosa
Finance B.V., (a) such substantial interest ishebd with the avoidance of Netherlands
income tax or dividend withholding tax as (one fe main purpose(s), or (b) such
substantial interest does not form part of an ieiaif structure or series of structures
(such as structures which are not put into placevédid business reasons reflecting
economic reality). For purposes of this clause, @3ubstantial interest is generally not
present if a holder does not hold, whether directlyndirectly, (a) the ownership of,
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certain other rights, such as usufruct, over, gits to acquire (whether or not already
issued) shares representing five per cent. or mbttae total issued and outstanding
capital (or of the issued and outstanding capitainy class of shares) of a company; or
(b) the ownership of, or certain other rights, sashusufruct, over profit participating
certificates winstbewijzehthat relate to five per cent. or more of the aimuofit of a
company or to five per cent. or more of the ligtimfa proceeds of a company; and

(v) if such holder is an individual, such income oritaain does not form a “benefit
from miscellaneous activities” in The Netherlandses(ltaat uit overige
werkzaamhed@nwhich, for instance, would be the case if thevi@s in The
Netherlands with respect to Notes, Coupons, TatwnReceipts exceed “normal
active asset managementiofmaal, actief vermogensbehgear if income and
gains are derived from the holding, whether diseotlindirectly, of (a combination
of) shares, debt claims or other rights (a “luesiinterest”;lucratief belang that
the holder thereof has acquired under such ciramoss that such income and
gains are intended to be remuneration for work esvises performed by such
holder (or a related person) in The Netherlandsethdr within or outside an
employment relation, where such lucrative intenesivides the holder thereof,
economically speaking, with certain benefits thateéh a relation to the relevant
work or services.

A holder of Notes, Coupons, Talons or Receipts moll be subject to taxation in The Netherlands by
reason only of the execution, delivery and/or ezdarent of the documents relating to an issue of
Notes, Coupons, Talons or Receipts or the perfocmdny Gas Natural Fenosa Finance B.V. of its
obligations thereunder or under the Notes, Coupbal®ns or Receipts.

Gift, Estate or Inheritance Taxes

No gift, estate or inheritance taxes will ariseTine Netherlands with respect to an acquisition of
Notes, Coupons, Talons or Receipts by way of abgif or on the death of, a holder who is neither
resident nor deemed to be resident in The Nethasldar Netherlands inheritance and gift tax

purposes, unless in the case of a gift of NotesipGus, Talons or Receipts by an individual who at
the date of the gift was neither resident nor dektode resident in The Netherlands, such individua
dies within 180 days after the date of the giftjlevbeing resident or deemed to be resident in The
Netherlands.

Additionally, for purposes of Netherlands gift arndheritance tax, an individual with The
Netherlands nationality will be deemed to be reasidie The Netherlands if such individual has been
resident in The Netherlands at any time duringtéreyears preceding the date of the gift or the
individual's death.

For purposes of Netherlands gift tax, an individoad holding The Netherlands nationality will be
deemed to be resident in The Netherlands if sudlvittual has been resident in The Netherlands at
any time during the twelve months preceding the déthe gift.

For purposes of Netherlands gift and inheritange d@agift that is made under a condition precedent
is deemed to have been made at the moment sucitionrutecedent is satisfied. If the condition
precedent is fulfilled after the death of the dorbe gift is deemed to be made upon the deatheof t
donor.

For purposes of Netherlands gift, estate and itdrere taxes, (i) a gift by a Trust, will be constiu
as a gift by the Settlor, and (ii) upon the dedtthe Settlor, as a rule, the Settlor's Benefi@ayiwill
be deemed to have inherited directly from the 8ettl Subsequently, the Beneficiaries will be
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deemed the Settlor of the Trust for purposes of Nlatherlands gift, estate and inheritance tax in
case of subsequent gifts or inheritances.

Value Added Tax

There is no Netherlands value added tax payabilesipect of payments in consideration for the issue
of the Notes, Coupons, Talons or Receipts, the payrof interest or principal under the Notes,
Coupons, Talons or Receipts, or the transfer efNbtes, Coupons, Talons or Receipts.

Other Taxes and Duties

There is no Netherlands registration tax, cap#al stamp duty or any other similar tax or duty

payable in The Netherlands by a holder of a Notygon, Talon or Receipt in respect of or in

connection with the execution, delivery and/or ecément by legal proceedings (including any
foreign judgment in the courts of The Netherlarafshhe Notes, Coupons, Talons or Receipts or the
performance of the obligations of Gas Natural FanBsiance B.V. under the Notes, Coupons,
Talons or Receipts.

Residence

A holder of a Note, Coupon, Talon or Receipt wik e treated as a resident of The Netherlands by
reason only of the holding of a Note, Coupon, TatmnReceipt or the execution, performance,
delivery and/or enforcement of Notes, Coupons, fi@alr Receipts.

Taxation in Spain — Issues by Gas Natural Capital Mrkets, S.A.

The following is a general description of certaipaSish tax considerations. The information
provided below does not purport to be a completernagw of tax law and practice currently
applicable in the Kingdom of Spain and is subjecany changes in law and the interpretation and
application thereof, which could be made with rattove effect.

This taxation summary solely addresses the prih@panish tax consequences of the acquisition,
the ownership and disposal of Notes issued by gheer after the date hereof held by a holder of
Notes. It does not consider every aspect of tamatiat may be relevant to a particular holder of

Notes under special circumstances or who is subjespecial treatment under applicable law or to

the special tax regimes applicable in the Basquen@w and NavarraTerritorios Forale3. Where

in this summary English terms and expressions sed to refer to Spanish concepts, the meaning to
be attributed to such terms and expressions shkathé meaning to be attributed to the equivalent
Spanish concepts under Spanish tax law. This suynasgsumes that each transaction with respect to
the Notes is at arm’s length.

This overview is based on the law as in effectl@date of this Base Prospectus and is subject to
any change in law that may take effect after suate.dReferences in this section to Noteholders
include the beneficial owners of the Notes, whenglieable.

Any prospective investors should consult their otax advisers who can provide them with
personalised advice based on their particular mistances. Likewise, investors should consider the
legislative changes which could occur in the future

1. Introduction

This information has been prepared in accordante tié following Spanish tax legislation in force
at the date of this document:

0] of general application, Additional Provision OnelLafwv 10/2014, of 26 June, on supervision
and solvency of credit entitiekgw 10/2014 as well as Royal Decree 1065/2007 of 27 July
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(Royal Decree 1065/2007as amended by Royal Decree 1145/2011 of 29 (Ribyal
Decree 1145/2001

(ii) for individuals resident for tax purposes in Spainich are subject to the Personal Income
Tax (PIT), Law 35/2006 of 28 November, on the PIT and anPartial Amendment of the
Corporate Income Tax Law, the Non-Residents Incdiane Law and the Net Wealth Tax
Law, as amended by Law 26/2014 of 27 November Ryl Decree 439/2007 of 30 March
promulgating the IIT Regulations, as amended byaRBecree 633/2015, of 10 July, along
with law 19/1991 of 6 June, on Wealth Tax, alongwiaw 29/1987, of 18 December on the
Inheritance and Gift Tax;

(iii) for legal entities resident for tax purposes iniBpehich are subject to the Corporate Income
Tax (CIT), Act 27/2014, of 27 November governing the Cliid &oyal Decree 634/2015, of
10 July promulgating the CIT Regulations; and

(iv) for individuals and entities who are not residemtthx purposes in Spain which are subject
to the Non-Resident Income TaNRIT), Royal Legislative Decree 5/2004, of 5 March
promulgating the Consolidated Text of the NRIT Lamd Royal Decree 1776/2004 of 30
July promulgating the NRIT Regulations, along wlittw 29/1987, of 18 December on the
Inheritance and Gift Tax.

Whatever the nature and residence of the Notehalderacquisition and transfer of Notes will be
exempt from indirect taxes in Spaire., exempt from Transfer Tax and Stamp Duty, in adgaonce
with the Consolidated Text of such tax promulgabgdRoyal Legislative Decree 1/1993, of 24
September and exempt from Value Added Tax, in aegwe with Law 37/1992, of 28 December
regulating such tax.

2. Individuals with Tax Residency in Spain
2.1  Personal Income Tax [mpuesto sobre la Renta de las Personas Fisjcas

Spanish individuals with tax residency in Spain aubject to PIT on a worldwide basis.
Accordingly, income obtained from the Notes will tased in Spain when obtained by persons that
are considered resident in Spain for tax purpoBkes.fact that a Spanish company pays interest or
guarantee payments under a Note will not lead diviolual or entity being considered tax-resident
in Spain.

Both interest payments periodically received armbine derived from the transfer, redemption or
exchange of the Notes constitute a return on invest obtained from the transfer of a person’s own
capital to third parties in accordance with thevigions of Section 25 of the PIT Law, and therefore
must be included in the investor's PIT savings Ideabase pursuant to the provisions of the
aforementioned law and taxed, as of 1 January 28t1& flat rate of 19 per cent. on the first €6,000
21 per cent. for taxable income between €6,001€58J000, and 23 per cent. for taxable income
exceeding €50,000.

As a general rule, both types of income are sulbfeat withholding tax on account at the rate of 19
per cent.

However, it should be noted that Royal Decree 12@B! introduced certain procedures for the
provision of information which are explained undsction Taxation in Spain—Disclosure of
Information in Connection with the Notelselow and that, in particular, in the case of tdétied
securities issued under Law 10/2014 and initiaflgistered in a foreign clearing and settlement
entity that is recognised under Spanish regulatiwnsnder those of another OECD member state, as
the Notes issued by Gas Natural Capital Marke#ts, S.
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0] it would not be necessary to provide the Issuith the identity of the Noteholders
who are individuals resident in Spain for tax pag®or to indicate the amount of
income attributable to such individuals; and

(i) interest paid to all Noteholders (whether tagident in Spain or not) should be paid
free of Spanish withholding tax provided that th@ormation procedures are
complied with.

Therefore, Gas Natural Capital Markets, S.A. untdeids that, according to Royal Decree
1145/2011, it has no obligation to withhold any tamount for interest paid on the Notes
corresponding to Noteholders who are individualthwax residency in Spain provided that the
information procedures (which do not require idésdtion of the Noteholders) are complied with.

Nevertheless, Spanish withholding tax at the applie rate (currently 19 per cent.) may have to be
deducted by other entities (such as depositaridmancial entities), provided that such entities a
resident for tax purposes in Spain or have a peentagstablishment in the Spanish territory.

The amounts withheld, if any, may be credited yrdevant investors against its final PIT lialilit

However, regarding the interpretation of Royal @ecfi145/2011 and the information procedures,
please refer to sectioiRisk Factors—Risks Relating to Withholding "Taxove.

2.2 Net Wealth Tax (mpuesto sobre el Patrimon)o

Net Wealth Tax may be levied in Spain on residedividuals, on a worldwide basis. Though for the
years 2011 to 2016, the Spanish Central Governimestrepealed the 100% relief of this tax, the
actual collection of this tax depends on the reguia of each Autonomous Community. Thus,
investors should consult their tax advisers acoortt the particulars of their situation.

Individuals with tax residency in Spain are subjectNet Wealth Tax to the extent that their net
worth exceeds €700,000. Therefore, they should itdtkeaccount the value of the Notes which they
hold as at 31 December each year, the applicatee ranging between 0.2 per cent. and 2.5 per cent.

In accordance with Article 66 of of the Law 48/2085 29 October, on Spanish General Budget for
the year 2016Ley de Presupuestos Generales del Estado paraePafi§, during year 2016 the
100% relief of this tax will continue to be repehleut from the year 2017, a full exemption on Net
Wealth Tax would applybpnificacion del 100% and therefore, from year 2017 Spanish individual
holders will be released from formal and filing iglations in relation to this Net Wealth Tax, unless
the derogation of the exemption is extended agatfeuthe Spanish General Budget for the year
2017, to be approved before the end of 2016.

2.3 Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones

Individuals resident in Spain for tax purposes walaquire ownership or other rights over any Notes
by inheritance, gift or legacy will be subject tetSpanish Inheritance and Gift Tax in accordance
with the applicable Spanish regional and Statesrulbe applicable tax rates currently range between
7.65 per cent. and 81.6 per cent. depending onaneldactors.

3. Legal Entities with Tax Residency in Spain
3.1  Corporate Income Tax (mpuesto sobre Sociedades
Legal entities with tax residency in Spain are sobjo CIT on a worldwide basis.

Both interest periodically received and income \deg from the transfer, redemption or repayment
of the Notes constitute a return on investmentddrrpurposes obtained from the transfer to third
parties of own capital and must be included ingi@it and taxable income of legal entities witk ta
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residency in Spain for corporation tax purposeadoordance with the Corporation tax rules. The
current general tax rate according to CIT Act igo26 cent.

Pursuant to Section 61.s of Royal Decree 634/2@Bo&ing the Spanish corporate income tax
regulations (th€orporate Tax Regulations there is no obligation to make a withholdingincome
obtained by taxpayers subject to Spanish CIT (wfachhe avoidance of doubt, include Spanish tax
resident investment funds and Spanish tax resipension funds) from financial assets traded on
organised markets in OECD countries. Howeverhi ¢ase of Notes held by a Spanish resident
entity and deposited with a Spanish resident emtityng as depositary or custodian, payments of
interest and income deriving from the transfer tayubject to withholding tax at the current rdte o
19per cent. Such withholding may be made by theslery or custodian if the Notes do not comply
with the exemption requirements specified in thiénguissued by the Spanish Tax Authorities
(Direcciéon General de Tributys(the DGT) dated 27 July 2004 (that is, placement of theeblot
outside of Spain in another OECD country and adoms#o listing of the Notes on an organised
market in an OECD country other than Spain). Thewrts withheld, if any, may be credited by the
relevant investors against its final CIT liability.

Notwithstanding the above, according to Royal Decfd45/2011, in the case of listed debt
instruments issued under Law 10/2014 and initiedlgistered in a foreign clearing and settlement
entity that is recognised under Spanish regulatmnender those of another OECD member state
(such as the Notes issued by Gas Natural Capitdke¥tg S.A.), interest paid to investors should be
paid free of Spanish withholding tax. The foregpia subject to certain information procedures
having been fulfiled. These procedures are deedriin ‘Taxation in Spain—Disclosure of
Information in Connection with the Notdselow.

Therefore, Gas Natural Capital Markets, S.A. casrsidhat, pursuant to Royal Decree 1145/2011, it
has no obligation to withhold any tax on interesidpon the Notes in respect of Noteholders who are
Spanish Corporation Tax payers, provided thatrif@ination procedures are complied with.

However, regarding the interpretation of Royal @ecfi145/2011 and the information procedures,
please refer to sectioiRisk Factors—Risks Relating to Withholding "Taxove.

3.2  Net Wealth Tax (mpuesto sobre el Patrimon)o
Legal entities resident in Spain for tax purpogesrat subject to Net Wealth Tax.
3.3 Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones

Legal entities resident in Spain for tax purposésciv acquire ownership or other rights over the
Notes by inheritance, gift or legacy are not sutjethe Spanish Inheritance and Gift Tax.

Individuals and Legal Entities with no Tax Resideng in Spain
3.4 Non-Resident Income TaxIfmpuesto sobre la Renta de no Residehtes
(@) With permanent establishment in Spain

Ownership of the Notes by investors who are natess for tax purposes in Spain
will not in itself create the existence of a peremirestablishment in Spain.

If the Notes form part of the assets of a permaastablishment in Spain of a person
or legal entity who is not resident in Spain fox furposes, the tax rules applicable to
income deriving from such Notes are, generally,saime as those previously set out
for Spanish CIT taxpayers. Seedldxation in Spain—Legal Entities with Tax
Residency in Spain—Corporate Income Tax (ImpuekiesSociedade’s)
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(b) With no permanent establishment in Spain

Both interest payments periodically received arabime deriving from the transfer,
redemption or repayment of the Notes, obtainednbviduals or legal entities who
have no tax residency in Spain, being Non-Resittemdme Tax taxpayers with no
permanent establishment in Spain, are exempt fimh 8lon-Resident Income Tax
on the same terms laid down for income from Pubbbt.

In order for such exemption to apply, it is necegsa comply with the information
procedures, in the manner detailed und@axation in Spain—Disclosure of
Information in Connection with the Notess set out in section 44 of Royal Decree
1065/2007 (as amended by Royal Decree 1145/2011).

3.5 Net Wealth Tax (Impuesto sobre el Patrimonio)

Individuals resident in a country with which Sphias entered into a double tax treaty in relation to
Net Wealth Tax would generally not be subject tehstax. Otherwise, non-Spanish resident
individuals whose properties and rights are locate®pain, or that can be exercised within the
Spanish territory exceed €700,000 would be sul@@btet Wealth Tax, the applicable rates ranging
between 0.2 per cent. and 2.5 per cent.

Noteholders tax resident in a State of the Europé@aon or of the European Economic Area may be
entitled to apply the specific regulation of theamomous community where their most valuable
assets are located and which trigger this SpanghNalth Tax due to the fact that they are located
or are to be exercised within the Spanish territory

In accordance with Article 66 of the Law 48/2016286 October, on Spanish General Budget for the
year 2016 (Ley de Presupuestos Generales del Egtadcel afio 2016), during year 2016 the 100%
relief of this tax will continue to be repealed tm the year 2017, a full exemption on Net Wealth
Tax would apply ifonificacion del 1009 unless the derogation of the exemption is extdrabain
under the Spanish General Budget for the year 2013 approved before the end of the year.

Non-Spanish resident legal entities are not sulbjebtet Wealth Tax.
3.6 Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)

Individuals who do not have tax residency in Spaio acquire ownership or other rights over the
Notes by inheritance, gift or legacy will not bebpct to Inheritance and Gift Tax in Spain if the
country in which such individual resides has ertento a double tax treaty with Spain in relation t
Inheritance and Gift Tax. In such case, the imtligi will be subject to the relevant double tax
treaty. In the absence of such treaty betweennitigidual’s country of residence and Spain, the
individual will be subject to Inheritance and QGiix in accordance with the applicable regional and
state legislation.

Generally, non-Spanish tax resident individuals subject to Spanish Inheritance and Gift Tax

according to the rules set forth in the state lajen. However, if the deceased or the donee are
resident in an EU or European Economic Area menSiate, the applicable rules will be those

corresponding to the relevant autonomous regioogrding to the law.

The tax rate, after applying all relevant factoasiges between 7.65% and 81.6%.

Non-resident legal entities which acquire ownergiipther rights over the Notes by inheritance, gif
or legacy are not subject to Inheritance and Gaft.TThey will be subject to Non-Resident Income
Tax. If the entity is resident in a country witlhish Spain has entered into a double tax treagy, th
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provisions of the treaty will apply. In generaxttreaties provide for the taxation of this tyge o
income in the country of residence of the beneficia

Taxation in Spain - Payments under the Guarantee

On the basis that payments of principal and interesde by the Guarantor under the Deed of
Guarantee should be characterised as an indemmiigr .\Bpanish law, such payments may be made
free of withholding or deduction on account of &panish tax.

However, although there is no precedent or regudatin the matter, if the Spanish tax authorities
take the view that the Guarantor has effectiveluased the obligations of the relevant Issuer under
the Notes (whether contractually or by any otheamsg the following tax consequences may derive:

0] in the case of unlisted Notes issued by Gas Nafeeamosa Finance B.V., the
Spanish tax authorities may attempt to impose wittihg tax in Spain on any
payments made by the Guarantor in respect of sttetmless the recipient is (i)
resident for tax purposes in a Member State oEtm@pean Union other than Spain
(or is a permanent establishment of such residergted in another Member State
of the European Union) and it is not resident inaating through a territory
considered as a tax haven pursuant to Spanish tame(tly as set out in Royal
Decree 1080/1991, of 5 July) or through a permaastablishment in Spain or in a
country outside the European Union, or (ii) restdentax purposes in a State with
which Spain has entered into a Double Tax Treatichvinakes provision for full
exemption from tax imposed in Spain on such paymemer the Double Tax
Treaty, provided that, in either case, such rentpgaibmits to the Guarantor a tax
residence certificate duly issued by the tax aitflkerin its own jurisdiction stating
its residence for tax purposes either within tHevant EU Member State or in the
relevant country for the purposes of the Double Tesaty, such certificate being
valid for a period of one year from the date ofisssinder Spanish law and therefore
new certificates needing to be issued periodicalhd

(i) in the case of listed Notes issued by Gas Natueab&a Finance B.V. and Notes
issued by Gas Natural Capital Markets, S.A., than®h tax authorities may
determine that interest payments made by the Gtamraelating to the Notes, will
be subject to the same tax rules set out aboveadpments made by Gas Natural
Capital Markets, S.A. Therefore, under this scenatiwould also be necessary to
comply with the information procedures, in the namdetailed underTaxation in
Spain—Disclosure of Information in Connection vifite Note$below.

Obligation to inform the Spanish Tax Authorities ofthe Ownership of the Notes

With effects as from 1 January 2013, Law 7/2012%fOctober, as implemented by Royal Decree
1558/2012, of 15 November, introduced annual rapprbbligations applicable to Spanish residents
(i.e. individuals, legal entities, permanent establishi:ién Spain of non-resident entities) in relation
to certain foreign assets or rights.

Consequently, if the Notes are deposited with acedl in the custody of a non-Spanish entity,
Noteholders resident in Spain will be obliged, éftain thresholds are met as described below, to
declare before the Spanish Tax Authorities, betwgedanuary and 31 March every year, the
ownership of the Notes held on 31 December of thmediately preceding yeae.@.to declare
between 1 January 2017 and 31 March 2017 the Metdson 31 December 2016).
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This obligation would only need to be complied witkertain thresholds are met: specifically, iéth
only rights/assets held abroad are the Notes,dbiligation would only apply if the value of the
Notes together with other qualifying assets held 3dn December exceeds €50,000 (with the
corresponding valuation to be made in accordante Wiealth Tax rules). If this threshold is met, a
declaration would only be required in subsequeatyd the value of the Notes together with other
gualifying assets increases by more than €20,00@&gainst the declaration made previously.
Similarly, cancellation or extinguishment of the r@xship of the Notes before 31 December should
be declared if such ownership was reported in prsvideclarations.

Taxation in Spain - Disclosure of Information in Canection with the Notes
Disclosure of Information in Connection with Interest Payments

In accordance with section 5 of Article 44 of RofpEcree 1065/2007 as amended by Royal Decree
1145/2011 and provided that the Notes issued by MKestsral Capital Markets, S.A.are initially
registered for clearance and settlement in Euroeled Clearstream Luxembourg, the Paying Agent
designated by Gas Natural Capital Markets, S.A.didag obliged to provide Gas Natural Capital
Markets, S.A. (or the Guarantor in relation to gagments made under the Deed of Guarantee) with
a declaration (the form of which is set out in thgency Agreement), which should include the
following information:

(i description of the Notes (and date of paymdrihe interest income derived from
such Notes);

(i) total amount of interest derived from the Ngjtand

(i) total amount of interest allocated to eachn+fpanish clearing and settlement entity
involved.

According to section 6 of Article 44 of Royal Deer£065/2007, the relevant declaration will have to
be provided to Gas Natural Capital Markets, S.A.tf@ Guarantor, as the case may be) on the
business day immediately preceding each Interegin®at Date. If this requirement is complied
with, Gas Natural Capital Markets, S.A. (or the @umor) will pay gross (without deduction of any
withholding tax) all interest under the Notes tbNteholders (irrespective of whether they are tax
resident in Spain).

In the event that the Paying Agent designated by Satural Capital Markets, S.A.were to fail to
provide the information detailed above, accordingsection 7 of Article 44 of Royal Decree
1065/2007, Gas Natural Capital Markets, S.A. (er Guarantor, as the case may be) or the Paying
Agent acting on its behalf would be required tohlvild tax from the relevant interest payments at
the general withholding tax rate (currently, 19 pent.). If on or before the 10th day of the month
following the month in which the interest is paygbthe Paying Agent designated by Gas Natural
Capital Markets, S.A. were to submit such informatiGas Natural Capital Markets, S.A. (or the
Guarantor) or the Paying Agent acting on its belalfild refund the total amount of taxes withheld.

Notwithstanding the foregoing, Gas Natural Capifiarkets, S.A. has agreed that in the event that
witholding tax were required by law, Gas Naturapita Markets, S.A., failing which the Guarantor,
would pay such additional amounts as may be negessah that a Noteholder would receive the
same amount that he would have received in thenabsef any such withholding or deduction,
except as provided inTferms and Conditions of Notes Issued by Gas Na@apital Markets, S.A.—
10. Taxatiof.

In the event that the current applicable proceduree to be modified, amended or supplemented
by, amongst others, a Spanish law, regulationspré¢ation or ruling of the Spanish Tax Authorifies
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Gas Natural Capital Markets, S.A. would inform Mheteholders of such information procedures and
of their implications, as Gas Natural Capital MaskeS.A. (or the Guarantor, as the case may be)
may be required to apply withholding tax on inténegyments under the Notes if the Noteholders
were not to comply with such information procedures

The Guarantor is subject to the same reportingireapents in relation to listed Notes issued by Gas
Natural Fenosa Finance B.V.

Disclosure of Noteholder Information in Connectionwith the Redemption or Repayment of
Zero Coupon Notes

In accordance with Article 44 of Royal Decree 1@8%/7, in the case of Zero Coupon Notes with a
maturity of 12 months or less, the information ghtions established in Section 44 (sBéstlosure

of Information in Connection with Interest Paymértisove) will have to be complied with upon the
redemption or repayment of the Zero Coupon Notes.

If the Spanish tax authorities consider that simdbrimation obligations must also be complied with
for Zero Coupon Notes with a longer term than 12, the Issuer will, prior to the redemption or
repayment of such Notes, adopt the necessary nesasith the Clearing Systems in order to ensure
its compliance with such information obligationsraay be required by the Spanish tax authorities
from time to time.

The Proposed Financial Transactions Tax

On 14 February 2013, the European Commission fhddia proposal (thEommission’s
proposa) for a Directive for a common financial transanotax ETT) in Belgium, Germany,
Estonia, Greece, Spain, France, Italy, Austriatugal, Slovenia and Slovakia (tiarticipating
Member States However, Estonia has since stated that it vatl participate and has already pulled
out of the FTT.

The Commission’s proposal has very broad scopecantd, if introduced, apply to certain
dealings in the Notes (including secondary markahdactions) in certain circumstances. The
issuance and subscription of the Notes should, heryée exempt.

Under the Commission’s proposal, FTT could applgerntain circumstances to persons both
within and outside of the Participating Member &aiGenerally, it would apply to certain dealings
in the Notes where at least one party is a findimtstitution, and at least one party is establisimea
Participating Member State. A financial institutioray be, or be deemed to be, “established” in a
Participating Member State in a broad range ofuonstances, including (a) by transacting with a
person established in a Participating Member Siath) where the financial instrument which is
subject to the dealings is issued in a Particigatfiember State.

On 28 October 2016, the Council of the Europearotipiublished document No. 13608/16
concerning the status of the FTT at that time, aling to which a certain degree of progress in the
FTT negotiations have been observed. However, duritork at the Council and its preparatory
bodies will be required before a final agreememt ba reached among the Participating Member
States that respects the competences, rights digdtains of the Member States not participating in
the FTT.

Notwithstanding the above, the FTT proposal remaingject to negotiation between the
Participating Member States. It may therefore lered prior to any implementation. Additional
EU Member States may decide to participate. Putisggeholders of the Notes are advised to seek
their own professional advice in relation to therTET
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U.S. Foreign Account Tax Compliance Withholding Act

Pursuant to sections 1471 through 1474 of the drstates Internal Revenue Code of 1986,
as amended (the Code), the regulations thereumdkiofficial interpretations thereof, agreements
entered into pursuant to Section 1471(b) of theeCod any fiscal or regulatory legislation, rules o
practices adopted pursuant to any intergovernmexgi@dement entered into in connection with the
implementation of such Sections of the Code (cbilely, FATCA), a “foreign financial institution”
may be required to withhold on certain paymentsakes (“foreign passthru payments”) to persons
that fail to meet certain certification, reportirag,related requirements.

Custodians or intermediaries in the payment chedwlihg to the ultimate investor that are
not entitled (or fail to establish eligibility) teeceive payments free of withholding under FATCA
may be subject to withholding under FATCA. A numbé jurisdictions, including Spain and the
Netherlands, have entered into, or have agreedhstance to, intergovernmental agreements with
the United States to implement FATCA (IGAs), whitlodify the way in which FATCA applies in
their jurisdictions. Under the provisions of IGAs eurrently in effect, a foreign financial institurt
in an IGA jurisdiction would generally not be rempd to withhold under FATCA or an IGA from
payments that it makes. Certain aspects of thécagipn of the FATCA provisions and IGAs to
instruments such as the Notes, including whethénheilding would ever be required pursuant to
FATCA or an IGA with respect to payments on insteunts such as the Notes, are uncertain and may
be subject to change.

The Issuer does not believe payments on the Natkdavsubject to FATCA because the
relevant Issuer does not believe it is a foreigaricial institution for purposes of FATCA. Even if
withholding would be required pursuant to FATCA an IGA with respect to payments on
instruments such as the Notes, such withholdingldvoat apply prior to 1 January 2019 and Notes
issued on or prior to the date that is six montierdhe date on which final regulations defining
“foreign passthru payments” are filed with the U.Bederal Register generally would be
“grandfathered” for purposes of FATCA withholdingnless materially modified after such date
(including by reason of a substitution of the isjuélowever, if additional notes (as describedarnd
“Terms and Conditions—Further Issues”) that aredistinguishable from previously issued Notes
are issued after the expiration of the grandfatigeperiod and are subject to withholding under
FATCA, then withholding agents may treat all Notés;luding the Notes offered prior to the
expiration of the grandfathering period, as subjeetithholding under FATCA.

Holders should consult their own tax advisors rdgey how these rules may apply to their
investment in the Notes. In the event any withhr@divould be required pursuant to FATCA or an
IGA with respect to payments on the Notes, no &t amounts will be paid in respect of such
withholding.
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SUBSCRIPTION AND SALE

The Dealers have in an amended and restated prograagreement dated orD2cember
2016 (theProgramme Agreemethave agreed with each Issuer and the Guaranbt@ses upon
which they or any of them individually may from &nto time agree to purchase Notes. Any such
agreement will extend to those matters stated utke@m of the Notes”, “Form of Final Terms” and
“Terms and Conditions of Notes issued by Gas Natdemosa Finance B.V.” and “Terms and
Conditions of Notes issued by Gas Natural Capitafkdts, S.A.” above. However, each Issuer has
reserved the right to sell Notes directly on itsndvehalf to dealers that are not Dealers. The Note
may be resold at prevailing market prices, or aegrrelated thereto, at the time of such resale, a
determined by the relevant Dealer. The Notes ney lse sold by each Issuer through the Dealers,
acting as agents of the relevant Issuer. The Bnagie Agreement also provides for Notes to be
issued in syndicated Tranches that are underwiityetavo or more Dealers.

The relevant Issuer will pay each Dealer a commissi respect of Notes subscribed by it as
separately agreed between them. Each Issuer hesdaip reimburse the Arranger for certain of its
expenses incurred in connection with the estabkstirof the Programme.

Each of the Issuers and the Guarantor has agregieéonnify the Dealers against certain
liabilities in connection with the offer and salietibe Notes. The Programme Agreement entitles the
Dealers to terminate any agreement that they maketiscribe Notes in certain circumstances prior
to payment for such Notes being made to the retdganer.

United States

The Notes and the obligations of the Guarantor uttte Deed of Guarantee have not been
and will not be registered under the Securities & may not be offered or sold within the United
States or to, or for the account or benefit of,.h&sons except in certain transactions exempt fro
the registration requirements of the Securities Act

Each Dealer has represented and agreed, and edbkerflDealer appointed under the
Programme will be required to represent and adtest, except as permitted by the Programme
Agreement, it will not offer, sell or deliver Notes obligations of the Guarantor under the Deed of
Guarantee (i) as part of their distribution at d@mge or (ii) otherwise until 40 days after the
completion of the distribution of all the Notestbé Tranche of which such Notes are a part, within
the United States or to, or for the account or fieng U.S. persons, and it will have sent to each
distributor, dealer or person receiving a sellingaession, fee or other remuneration to whichlis se
Notes or obligations of the Guarantor under the dDeé Guarantee during the distribution
compliance period a confirmation or other notictisg forth the restrictions on offers and sales of
the Notes and the obligations of the Guarantor utige Deed of Guarantee within the United States
or to, or for the account or benefit of, U.S. passo Terms used in the preceding paragraph and in
this paragraph have the meanings given to themdgyRtion S.

In addition, until 40 days after the commencemérthe offering, an offer or sale of Notes or
obligations of the Guarantor under the Deed of Gunime within the United States by any Dealer
(whether or not participating in the offering) maiolate the registration requirements of the
Securities Act.

Each Dealer who has purchased Notes of a Tranateeirfider (or in the case of a sale of a
Tranche of Notes issued to or through more thanDm@der, each of such Dealers as to the Notes of
such Tranche purchased by or through it or, indhge of a syndicated issue, the relevant lead
manager) shall determine and notify to the Ageatdbmpletion of the distribution by it of the Notes
of such Tranche.
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Notes in bearer form are subject to U.S. tax laguirements and may not be offered, sold or
delivered within the United States or its possessior to a United States person, except in certain
transactions permitted by U.S. Treasury Regulatiofeyms used in this paragraph have the
meanings given to them by the Code and regulattwrgunder.

European Economic Area

In relation to each Member State of the Europeam&aic Area which has implemented the
Prospectus Directive (eachReelevant Member Stajeeach Dealer has represented, warranted and
agreed, and each further Dealer appointed underPtbgramme will be required to represent,
warrant and agree, that with effect from and intigdhe date on which the Prospectus Directive is
implemented in that Relevant Member State @sdevant Implementation Dajeit has not made
and will not make an offer of Notes which are thibject of the offering contemplated by this Base
Prospectus as completed by the final terms iniogldhereto to the public in that Relevant Member
State except that it may, with effect from and ulbhg the Relevant Implementation Date, make an
offer of such Notes to the public in that Relevslietmber State:

(@) atany time to any legal entity which is a dfied investor as defined in the Prospectus
Directive;

(b) at any time to fewer than 150 natural or lggaisons (other than “qualified investors”
as defined in the Prospectus Directive), subjeabtitaining the prior consent of the
relevant Dealer or Dealers nominated by the relelanier for any such offer; or

(c) at any time in any other circumstances fallimighin Article 3(2) of the Prospectus
Directive,

provided that no such offer of Notes referred tsubsections (a) to (c) above shall require either
Issuer or any Dealer to publish a prospectus puatsimArticle 3 of the Prospectus Directive or
supplement a prospectus pursuant to Article 1&@frospectus Directive.

For the purposes of this provision, the expresainoffer of Notes to the publiin relation to
any Notes in any Relevant Member State means tmencmication in any form and by any means of
sufficient information on the terms of the offerdathe Notes to be offered so as to enable an iovest
to decide to purchase or subscribe the Notes,easaiime may be varied in that Member State by any
measure implementing the Prospectus Directiveah Member State and the expresdRynspectus
Directive means Directive 2003/71/EC (and amendments therefoding Directive 2010/73/EU, to
the extent implemented in the Relevant Member Stated includes any relevant implementing
measure in the Relevant Member State.

United Kingdom

Each Dealer has represented, warranted and agmnegdach further Dealer appointed under
the Programme will be required to represent, wamad agree, that:

(@) inrelation to any Notes which have a matuotyess than one year, (i) it is a person
whose ordinary activities involve it in acquiringplding, managing or disposing of
investments (as principal or agent) for the purpasieits business and (i) it has not
offered or sold and will not offer or sell any Nstether than to persons whose ordinary
activities involve them in acquiring, holding, maiveg or disposing of investments (as
principal or as agent) for the purposes of thesifesses or who it is reasonable to
expect will acquire, hold, manage or dispose otgtmnents (as principal or agent) for
the purposes of their businesses where the isstie dfotes would otherwise constitute
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a contravention of Section 19 of the Financial ®&w and Markets Act 2000, as
amended (thESMA) by the relevant Issuer;

(b) it has only communicated or caused to be conirated and will only communicate or
cause to be communicated an invitation or inducéneeangage in investment activity
(within the meaning of Section 21 of the FSMA) tiged by it in connection with the
issue or sale of any Notes in circumstances in lwbkiction 21(1) of the FSMA does
not apply to the relevant Issuer or the Guaraatod;

(c) it has complied and will comply with all apgigle provisions of the FSMA with
respect to anything done by it in relation to argtéé in, from or otherwise involving
the United Kingdom.

France

The Base Prospectus has not been approved bsgistared or filed with, the French Autorité
des Marchés Financiers (tAdF). Each Dealer has represented and agreed thas ihdt offered,
sold or otherwise transferred and will not offezll ®r otherwise transfer, directly or indirectije
Notes to the public in the Republic of France drat ainy offers, sales or other transfers of theeslot
in the Republic of France will be made only to: daplified investorsifvestisseurs qualifi@sacting
for their own account; and/or (b) a restricted leirof investors ¢ercle restreint d’'investisseyrs
acting for their own account; and/or (c) persomsviging portfolio management financial services
(personnes fournissant le service d’investissemergesstion de portefeuille pour compte de jiers
all as defined, and in accordance with, articleklll-2, D.411-1, D.411-2 and D.411-4 of the French
Code monétaire et financier. The Base Prospectdsaag other offering material relating to the
Notes are not to be further distributed or repredu@n whole or in part) by the addressee and have
been distributed on the basis that the addressestmfor its own account, as necessary, and does
not resell or otherwise retransfer, directly oriiadtly, the Notes to the public in the Republic of
France other than in compliance with articles L-411.411-2, L.412-1 and L.621-8 to L.621-8-3 of
the French Code monétaire et financier.

Spain

Each Dealer has represented and agreed, and et iDealer appointed under the Programme
will be required to represent, warrant and agrae th

(a) neither the Notes nor the Base Prospectus have teggstered with the Spanish Securities
Market CommissionGomision Nacional del Mercado de Valoresd that, therefore, the Base
Prospectus is not intended to be used for any poffier of Notes in Spain; and

(b) the Notes may not be offered, sold or distribute&pain, nor may any subsequent resale of the
Notes be carried out or publicity or marketing ofy&kind be made in Spain in relation to the
Notes

(i)  exceptin circumstances which do not constitutelaip offering of securities within the
meaning of section 35 of the Restated Spanish Biesuvlarket Act approved by Royal
Legislative Decree 4/2015, of 23 October 20R&4l Decreto Legislativo 4/2015, de 23
de octubre, por el que se aprueba el texto refundiel la Ley del Mercado de Valores)
(the Securities Market Adt as developed by Royal Decree 1310/2005 of 4 Mbes
on admission to listing and on issues and publiersfof securities Real Decreto
1310/2005 de 4 de noviembre, por el que se desaalcialmente la Ley 24/1988, de
28 de julio, de Mercado de Valores, en materia dimigion a negociacion de valores en
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mercados secundarios oficiales, de ofertas publimsenta o suscripcion y del folleto
exigible a tales efectpsand supplemental rules enacted thereunder suldstitution
thereof from time to time; and

(i) except by institutions authorised to provide inwemtt services in Spain under the
Securities Market Act (and related legislation) aRdyal Decree 217/2008 of 15
February on the Legal Regime Applicable to InvestimBervices CompanieRRéal
Decreto 217/2008, de 15 de febrero, sobre el régijoeidico de las empresas de
servicios de inversion y de las demas entidadegprpsan servicios de inversipn

The Netherlands

Zero Coupon Notes (as defined below) in definitfieem of any Issuer may only be
transferred and accepted, directly or indirectlythim, from or into The Netherlands through the
mediation of either such Issuer or a member firnEofonext Amsterdam N.V. in full compliance
with the Dutch Savings Certificates AdVét inzake spaarbewijzenf 21 May 1985 (as amended)
and its implementing regulations. No such medmiorequired: (a) in respect of the transfer and
acceptance of rights representing an interestdara Coupon Note in global form, or (b) in respect
of the initial issue of Zero Coupon Notes in ddfirg form to the first holders thereof, or (c) in
respect of the transfer and acceptance of Zero @oliwtes in definitive form between individuals
not acting in the conduct of a business or professir (d) in respect of the transfer and accegtanc
of such Zero Coupon Notes within, from or into Tetherlands if all Zero Coupon Notes (either in
definitive form or as rights representing an ineri@ a Zero Coupon Note in global form) of any
particular Series are issued outside The Nethesland are not distributed into The Netherlands in
the course of initial distribution or immediatelyereafter. As used herefiero Coupon Notesre
Notes that are in bearer form and that constitutéaien for a fixed sum against the relevant Issuer
and on which interest does not become due durieig thnure but only at maturity or on which no
interest is due whatsoever.

Each Dealer has represented, warranted and agmnegdach further Dealer appointed under
the Programme will be required to represent, wareaa agree, that it will not make an offer of
Notes which are outside the scope of the apprdvhli® Base Prospectus, as completed by the Final
Terms relating thereto, to the public in The Ndtmdls in reliance on Article 3(2) of the Prospectus
Directive (as defined under “European Economic Arahove) unless (i) such offer is made
exclusively to persons or entities which are giedifinvestors as defined in the Dutch Financial
Supervision Act or (ii) standard exemption wordiugd logo are disclosed as required by Section
5:20(5) of the Dutch Financial Supervision Act, yided that no such offer of Notes shall require the
Issuer or any Dealer to publish a prospectus puatsimArticle 3 of the Prospectus Directive or
supplement a prospectus pursuant to Article 1&@frospectus Directive.

Republic of Italy

The offering of the Notes has not been registerégt e Commissione Nazionale per le
Societa e la Bors@CONSOB pursuant to Italian securities legislation ancbardingly, no Notes
may be offered, sold or delivered, nor may copfethis Base Prospectus or of any other document
relating to any Notes be distributed in Italy, epiceén accordance with any Italian securities, daxl
other applicable laws and regulations.

Each Dealer has represented and agreed and eattter fubealer appointed under the
Programme will be required to represent and adragitt has not offered, sold or delivered, and will
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not offer, sell or deliver any Notes or distribway copy of this Base Prospectus or any other
document relating to the Notes in Italy except:

(a) to qualified investorsgr{vestitori qualificat), as referred to in Article 100 of Legislative Dee
no. 58 of 24 February 1998 (tl@nancial Services Adtand Article 34ter, paragraph 1, letter
(b) of CONSOB regulation No. 11971 of 14 May 19¢%(ssuers Regulatioh all as amended
from time to time; or

(b) in other circumstances which are exempted filearules on public offerings pursuant to Article
100 of the Financial Services Act and Issuers Ratigud.

In any event, any offer, sale or delivery of thetésoor distribution of copies of this Base Prospect
or any other document relating to the Notes iryltalder paragraphs (a) or (b) above must be:

() made by an investment firm, bank or financigkermediary permitted to conduct such activities
in ltaly in accordance with the Financial Servickst, Legislative Decree No. 385 of 1
September 1993 (tHganking Act) and CONSOB Regulation No. 16190 of 29 October72@
as amended from time to time;

(i) in compliance with Article 129 of the Bankingct, as amended from time to time, and the
implementing guidelines of the Bank of Italy, asesutled from time to time; and

(i) in compliance with any other applicable lavesd regulations, including any limitation or
requirement which may be imposed from time to thpyeCONSOB or the Bank of Italy or other
competent authority.

Japan

The Notes have not been and will not be registeneder the Financial Instruments and
Exchange Law of Japan (Law No. 25 of 1948, as ae@dndthe Financial Instruments and
Exchange Lavy and each Dealer has agreed and each new Dealeintgnl under the Programme
will be required to agree that it has not, directhyindirectly, offered or sold and will not, ditgcor
indirectly offer or sell any Notes in Japan or ¢o,for the benefit of, any resident of Japan, or to
others for re-offering or resale, directly or iraditly, in Japan or to, or for the benefit of, aagident
of Japan except pursuant to an exemption from ehéstration requirements of, and otherwise in
compliance with, the Financial Instruments and Exge Laws and all applicable laws, regulations
and guidelines promulgated by the relevant goventaheand regulatory authorities in effect at the
relevant time. For the purposes of this paragreggident of Japarshall mean any person resident
in Japan including any corporation or other ertityanised under the laws of Japan.

General

Each Dealer has represented and agreed and eadbeader appointed under the Programme
will be required to represent and agree that it (td the best of its knowledge and belief) comply
with all applicable securities laws and regulatiom$orce in any jurisdiction in which it purchases
offers, sells or delivers Notes or possesses drilnites this Base Prospectus and will obtain any
consent, approval or permission required by ittfier purchase, offer, sale or delivery by it of Note
under the laws and regulations in force in anysgligtion to which it is subject or in which it make
such purchases, offers, sales or deliveries antianethe Issuers nor the Guarantor nor any other
Dealer shall have any responsibility therefor.

None of the Issuers, the Guarantor nor any of thel@&s represents that Notes may at any
time lawfully be sold in compliance with any applide registration or other requirements in any

168



jurisdiction, or pursuant to any exemption avaiatiereunder, or assumes any responsibility for
facilitating such sale.

With regard to each Tranche, the relevant Deal#irbei required to comply with such other
additional restrictions as the relevant Issuerthedelevant Dealer shall agree.
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KEY PERFORMANCE INDICATORS

The Guarantor uses certain financial measures etérfvtom its consolidated accounting
records to evaluate period to period changes tieat@t required by, or presented in accordance, with
IFRS and because the Guarantor believes these resasill assist securities analysts, investors and
other interested parties in the understanding ef @roup’s results of operations and financial
position. This Base Prospectus contains certathesfe financial measures in the documents referred
to in paragraphs (A)(c), (B)(c), (C)(c) and (D)tbé section Documents Incorporated by Referehce
on pages 21 to 25.

These supplemental financial measures derived fhenGuarantor’s consolidated accounting
records and other management sources are not rasasfuthe Group’s financial performance or
liquidity under IFRS and should not be considergduia alternative to consolidated net income as an
indicator of the Group’s performance or as an a#tve to cash flows from operating activities as a
measure of the Group’s liquidity. Accordingly, theyay differ from similarly-titted measures
reported by other companies and may not be comigaralvestors are cautioned not to place undue
reliance on these alternative performance measia@stained in the documents referred to in
paragraphs (A)(c), (B)(c), (C)(c) and (D) of thetsen “Documents Incorporated by Referehoa
pages 21 to 25), which should be considered sumpitahto, and not a substitute for, the financial
information prepared in accordance with IFRS incoaged by reference in this Base Prospectus.

The Guarantor considers the following metrics tmstibute “Alternative Performance
Measures” as defined in the European SecuritiesMadkets Authority Guidelines introduced on
3 July 2016 (ESMA Guidelines) on Alternative Penfiance Measures that are not required by, or
presented in accordance with, IFRS:

Metric Definition

EBITDA Operating profit plus Depreciation and amortisaps Perioc
provisions less Other income

Gross Borrowing Non-current financial liabilities plus Currefinancial liabilities

Net Borrowing Gross Borrowings less Cash and cash equivalentDaridative
financial assets

Leverag Net Borrowings/(Net Borrowings plus Net Equ

Cost of net borrowing Cost of borrowing:- Interest revenu

Net capital expnditure Investment in property, plant and equipment, inlalegassets an

financial assets - Receipts for divestment of prigp@lant and
equipment and intangible assets - Other invesgogipts/payments

Cost of net del Financial Expense froiBorrowings less Interest incol

Liquidity Ratic Current assets/Current liabilit

Solvency Rati (Net Equity plus No-current assets)/N-current asse

ROE Net income attributable to Equity holders of ther@an”/
Net Equity attributable to the Equity holders af tBompany

ROA Net income attributable to Equity holders of ther@an’/
Total assets

Atributable equity per she Net Equity attributable to the Equity holders af tBompany/ Numbe
of shares

Dividend per shal Total amoundistributed as dividends/Number of shares at tlikaé
period

Note:

@) These figures are expressed on an annual basike case that the reference period does natspond to

a full year period, they are annualised as follodigure of the current reference period plus figafethe
precedent year less figure from the same referpaded of the precedent year.
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GENERAL INFORMATION

The update of the Programme was authorised byBibard of Managing Directors in a

meeting held on 23 November 2016, and by writtaoltgions of the General Meeting of the

Sole Shareholder of Gas Natural Fenosa Finance Bafed 22 November 2016, by

resolutions of the Sole Director of Gas Natural i@hplarkets, S.A., passed on 7 November
2016, and by resolutions of the Board of Directofshe Guarantor passed on 28 October
2016.

The admission of the Programme to the offidstl &f the Luxembourg Stock Exchange is
expected to take effect on or around 2 Decembe6.20ilis expected that each Tranche of
Notes which is to be listed on the official listdamdmitted to trading on the Regulated Market
of the Luxembourg Stock Exchange will be so admittelisting and trading upon submission
to the CSSF and the regulated market of the Luxengo&tock Exchange of the relevant
Final Terms, subject in each case to the issue dfemporary Global Note initially
representing the Notes of such Tranche. Transectll normally be effected for delivery
on the third working day in Luxembourg after they d&the transaction.

However, Notes may be issued by Gas Natural Fefdsance B.V. pursuant to the

Programme which will not be admitted to listingding and/or quotation by the Luxembourg
Stock Exchange or any other listing authority, ktexchange and/or quotation system or
which will be admitted to listing, trading and/ouajation by such listing authority, stock

exchange and/or quotation system as the relevaneidsand relevant Dealer(s) may agree
(subject, in the case of Gas Natural Capital Ma;kBtA., to the publication of a supplemental
prospectus in relation to such Notes).

So long as Notes are capable of being issueer uhd Programme and/or remain outstanding,
copies of the following documents (and English stations where appropriate) will, when
published, be available during normal business sifnam the offices of the Issuers and the
Guarantor referred to at the end of this Base Rasp and from the specified office of the
Agent in London:

(i) the articles of association of each Issuer éme constitutional documents of the
Guarantor;

(i)  the documents referred to iDbcuments Incorporated by Referehoa pages 21 to 25
above;

(i)  the Agency Agreement, the Guarantee and teedof Covenant;
(iv) a copy of this Base Prospectus; and

(v) any supplements to this Base Prospectus and-ema} Terms (save that Final Terms
relating to an unlisted Note will only be availaliter inspection by a holder of such
Note and such holder must produce evidence sdtisjato the Paying Agent as to the
identity of such holder).

This Base Prospectus, the relevant Final Term&lfites that are listed on the official list of
the Luxembourg Stock Exchange and admitted to rigadin the Luxembourg Stock
Exchange’s regulated market will be published oa website of the Luxembourg Stock
Exchange at www.bourse.lu.

The Notes have been accepted for clearancegihi&uroclear and Clearstream, Luxembourg.
The appropriate Common Code and ISIN for each Tanallocated by Euroclear and
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Clearstream, Luxembourg will be specified in théevant Final Terms. The address of
Euroclear is 1 Boulevard du Roi Albert Il, B-1210uBsels, Belgium and the address of
Clearstream, Luxembourg is 42 Avenue JF Kennedg%51Luxembourg. The address of
any alternative clearing system will be specifiedhie applicable Final Terms.

The Notes may be issued at any price. The iggue of each Tranche of Notes to be issued
under the Programme will be determined by the eglevssuer and the relevant Dealer(s) at
the time of issue in accordance with prevailing kearconditions. In the case of different
Tranches of a Series of Notes, the issue price imayde accrued interest in respect of the
period from the interest commencement date oféhevant Tranche (which may be the issue
date of the first Tranche of the Series or, if iegt payment dates have already passed, the
most recent interest payment date in respect ofStmées) to the issue date of the relevant
Tranche. The yield of each Tranche of Notes willcaéulated as of the relevant issue date
using the relevant issue price and will be spetifiethe applicable Final Terms. It is not an
indication of future yield.

Save as disclosed undé@é'scription of Gas Natural SDG, S.A.—Litigation ahdbitration”

on pages 148 to 159 above, none of the Issuetedbtiarantor or any of its subsidiaries is or
has been involved in any governmental, legal oitratibn proceedings (including any such

proceedings which are pending or threatened of lwhkicy of the relevant Issuer or the
Guarantor is aware) during the twelve months befloeedate of this Base Prospectus which
may have, or have had in the recent past, signifiedfects on the financial position or

profitability of any of the Issuers or of the Guatia or of the Group.

(@) There has been no material adverse change iprtspects of Gas Natural Fenosa
Finance B.V. since 31 December 2015 nor has thega bny significant change in the
financial or trading position of Gas Natural Fenésaance B.V. since 31 December
2015 (being the date of the latest available fir@ratatements of Gas Natural Fenosa
Finance B.V.).

(b)  There has been no material adverse changeeirpribspects of Gas Natural Capital
Markets, S.A. since 31 December 2015 nor has theee any significant change in the
financial or trading position of Gas Natural CapNarkets, S.A. since 31 December
2015 (being the date of the latest available fir@rstatements of Gas Natural Capital
Markets, S.A.).

(c) There has been no material adverse changesiprtsspects of the Guarantor since 31
December 2015 nor has there been any significeamigen in the financial or trading
position of the Group since 30 September 2016 (pdie date of the latest available
financial information of the Group).

Certain of the Dealers and their affiliates hamgaged, and may in the future engage, in
lending, in investment banking and/or commerciahki@g transactions with, and may
perform services to the Issuers, the Guarantorthed affiliates in the ordinary course of
business. Certain of the Dealers and their afiiahay have positions, deal or make markets
in the Notes issued under the Programme, relateiatiges and reference obligations,
including (but not limited to) entering into hedgistrategies on behalf of the Issuers, the
Guarantor and their affiliates, investor clients, as principal in order to manage their
exposure, their general market risk, or other tr@dictivities. In addition, in the ordinary
course of their business activities, the Dealeis tapir affiliates may make or hold a broad
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10.

array of investments and actively trade debt anditggsecurities (or related derivative
securities) and financial instruments (includingikdoans) for their own account and for the
accounts of their customers. Such investmentssaadrities activities may involve securities
and/or instruments of the Issuers or the Guaraatdhe Issuers’ or the Guarantor’s affiliates.
Certain of the Dealers or their affiliates that éavlending relationship with the Issuers or the
Guarantor routinely hedge their credit exposuréhéolssuers or the Guarantor consistent with
their customary risk management policies. Typjcadlich Dealers and their affiliates would
hedge such exposure by entering into transactidmnishwconsist of either the purchase of
credit default swaps or the creation of short passt in securities, including potentially the
Notes issued under the Programme. Any such posittould adversely affect future trading
prices of Notes issued under the Programme. TleBeand their affiliates may also make
investment recommendations and/or publish or egpregependent research views in respect
of such securities or financial instruments and rhald, or recommend to clients that they
acquire, long and/or short positions in such séesrand instruments. For the avoidance of
doubt, in this Base Prospectus the term ‘affiliatesudes also parent companies.

(&) The consolidated annual accounts of the Guardat the years ended 31 December
2015 and 2014, which were prepared in accordandb imiternational Financial
Reporting Standards as adopted by the EuropeamUifiBS-EU), have been audited
by PricewaterhouseCoopers Auditores, S.L., (regidtén the Registro Oficial de
Auditores de Cuenteend members of thastituto de Censores Jurados de Cuentas de
Espafia independent auditors of the Guarantor, and uifeeéhlopinions have been
reported thereon.

(b)  The condensed consolidated interim financiateshents of the Guarantor for the six-
month period ended 30 June 2016, which were prdgaraccordance with IFRS-EU,
have been subject to a limited review by PricewateseCoopers Auditores, S.L.

(c)  The unaudited condensed consolidated intemamfiial information of the Guarantor in
relation to the nine-month period ended 30 Septer@®d6 have been prepared in
accordance with IFRS-EU.

(d)  The non-consolidated financial statements of Gatural Fenosa Finance B.V., which
were prepared in accordance with IFRS-EU, have laeeglited for the financial years
ended 31 December 2015 and 2014 by Pricewaterhoope@ Accountants N.V.
(registered at the Chamber of Commerce and Inésstri Amsterdam and members of
the Nederlandse Beroepsorganisatie van Accounjamtslependent auditors of Gas
Natural Fenosa Finance B.V., and unqualified opisibave been reported thereon.

(e) The non-consolidated annual accounts of GasirhlaCapital Markets, S.A., which
were prepared in accordance with generally acceptedunting principles in Spain
(Spanish GAAB, have been audited for the financial years ergle@ecember 2015
and 2014 by PricewaterhouseCoopers Auditores, Srkegistered in theRegistro
Oficial de Auditores de Cuentasmid members of thestituto de Censores Jurados de
Cuentas de Espaliaindependent auditors of Gas Natural Capital MexkS.A., and
unqualified opinions have been reported thereon.

This Base Prospectus does not incorporateiaagdal information in relation to Gas Natural
Capital Markets, S.A. prepared in accordance wih,reconciled to, IFRS-EU or any
description of the differences between IFRS-EU &padnish GAAP. It is possible that a
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11.

reconciliation of financial information preparedaccordance with Spanish GAAP to IFRS-
EU or other qualitative or quantitative analysis differences between these accounting
principles would identify material differences ttate not otherwise disclosed in this Base
Prospectus. You should consult your own accourgitdigsers for an understanding of the
differences between Spanish GAAP and IFRS-EU amdthose differences might affect the
financial statements and other financial informationtained in this Base Prospectus.

Freshfields Bruckhaus Deringer LLP has acteléga adviser to the Guarantor as to English
law, Spanish law and Dutch law. Linklaters, S.lh&s acted as legal adviser to the Dealers as
to English law and Spanish law and Linklaters Lla hcted as legal adviser to the Dealers as
to Dutch law, in each case in relation to the updditthe Programme.
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