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GAS NATURAL FENOSA FINANCE B.V.
(Formerly Union Fenosa Finance B.V.; incorporateithviimited liability in The Netherlands
and having its statutory domicile in Amsterdam)
and
GAS NATURAL CAPITAL MARKETS, S.A.
(Incorporated with limited liability in the Kingdowf Spain)

Guaranteed by

GAS NATURAL SDG, S.A.
(Incorporated with limited liability in the Kingdowf Spain)

euro 15,000,000,000
Euro Medium Term Note Programme

Under this €15,000,000,000 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@as Natural Fenosaor the Group). The maximum
aggregate nominal amount of all Notes from timetimee outstanding under the Programme will not eslcee
€15,000,000,000 (or its equivalent in other curiesj)c The Issuers and the Guarantor may decidectedse the
amount of the Programme.

Application has been made to t@®mmission de Surveillance du Secteur Finan¢@sSH 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 24 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 Referehoa pages 25 to 29 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 sulbjelotS. 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 S) 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 Unib¢ates, the
European Economic Area (including the United KingcloThe Netherlands and Spain) and Japan, see
“Subscription and Salen pages 167 to 172.

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 spedifiete 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 cive rates as at 30 June 2017. No representasomade
that these amounts could have been, or could e/ected into euro at that rate or any other rate.

PROHIBITION OF SALES TO EEA RETAIL INVESTORS

The Notes are not intended, from 1 January 201Betoffered, sold or otherwise made available t) an
with effect from such date, should not be offersnld or otherwise made available to any retail $teein the
European Economic Are&EA). For these purposes, a retail investor meanssoipavho is one (or more) of: (i)
a retail client as defined in point (11) of Articl€¢l) of Directive 2014/65/EUMIFID Il ); (ii) a customer within
the meaning of Directive 2002/92/EQVID ), where that customer would not qualify as a msifenal client as
defined in point (10) of Article 4(1) of MIFID llpr (iii) not a qualified investor as defined in theoBpectus
Directive Consequently no key information document requirgdRlegulation (EU) No 1286/2014 (tiRRIIPs
Regulatior) for offering or selling the Notes or otherwisekimy them available to retail investors in the EEa#s
been prepared and therefore offering or selling\tbies or otherwise making them available to atgilravestor
in the EEA may be unlawful under the PRIIPs Reguat

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;'lsey Performance Indicatct®n pages 173 to 175.

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

Prospective investors should carefully considerth# information set forth in this Base
Prospectus, the applicable Final Terms and any dwnts incorporated by reference into this Base
Prospectus, as well as their own personal circumsta, before deciding to invest in any Notes.
Prospective investors should have particular regerdamong other matters, the considerations set
out in this section of this Base Prospectus. Thlewing is not intended as, and should not be
construed as, an exhaustive list of relevant riskehere may be other risks that a prospective
investor should consider that are relevant to iss@articular circumstances or generally.

Each of the Issuers and the Guarantor believes ¢laah of the following factors may affect
its ability to fulfil its obligations under Notessued under the Programme. All of these factoes ar
contingencies which may or may not occur and ndrikeolssuers or the Guarantor is in a position
to express a view on the likelihood of any suchtiogancy occurring. In addition, factors which
are material for the purpose of assessing the nmaikks associated with Notes issued under the
Programme are also described below.

Each of the Issuers and the Guarantor believestti@factors described below represent the
principal risks inherent in investing in Notes isgwinder the Programme as at the date of this Base
Prospectus, but the inability of the relevant Issaethe Guarantor to pay interest, principal or
other amounts on or in connection with any Notey wecur for other reasons which may not be
considered significant risks by the relevant Issareal the Guarantor based on information currently
available to them or which they may not currenttydile to anticipate. Prospective investors should
also read the detailed information set out elsewhar this Base Prospectus, including the
descriptions of the Issuers and the Guarantor, el as the documents incorporated by reference,
and reach their own views prior to making any inment decisions. Additional risk factors
regarding the Guarantor are incorporated by refezerin this Base Prospectus.

Before making an investment decision with respeany Notes, prospective investors should
consult their own stockbroker, bank manager, lawgecountant or other financial, legal and tax
advisers and carefully review the risks entailedabyinvestment in the Notes and consider such an
investment decision in the light of the prospedtivestor's personal circumstances.

Risks Relating to the Issuers

The risk factors relating to the Issuers are thmesas those relating to the Guarantor, as set
forth in this section below.

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

The global economy and the global financial systeiwve experienced a period of significant
turbulence and uncertainty following the very sevdislocation of the financial markets that began
in August 2007 and considerably worsened in thioviehg years. This dislocation has severely
restricted general levels of liquidity and the #faility of credit and the terms on which credit is
available. It has also increased the financialdenor on Gas Natural Fenosa’s domestic and
institutional customers, downgrading their creditality, reducing their spending capacity and
negatively affecting consumer demand.

This market dislocation has also been accompanjedontinuing periods of recessionary
conditions and trends in many economies througti@utvorld, including Spain.

On 10 October 2012, Standard & Poor’s cut Spaingereign credit rating by two full
notches. Following such downgrade, Standard & Bqwaced the current ratings assigned to the
Guarantor and to certain other Spanish corporatésredit Watch Negative and downgraded certain
corporates’ credit rating citing that meeting suctrporates’ refinancing needs could prove



increasingly challenging or onerous to achieve teSpain’s tough economic and financial
conditions.

On 23 May 2014, Standard & Poor’s raised Spaim&esagn credit rating by one notch, to
BBB (Outlook Stable), citing the moderate growtitdBP and the gradual recovery in employment.
In addition, on 2 October 2015, Standard & Poodised Spain’s sovereign credit rating by one
notch, to BBB+ (Outlook Stable), referring to thevgrnment labour market reforms that improved
the country’s economic prospects. On 31 March 2&iandard & Poor’s once again raised Spain’s
sovereign credit outlook from stable to positivedaon 12 October 2017, Standard & Poor’s
confirmed such rating, BBB+ (Outlook Positive). etheless, severe challenges remain, such as
large sovereign debt leverage and extremely lovatioh, which, in turn, could have a material
adverse effect on the business, prospects, filacmmalition and results of operations of Gas Ndtura
Fenosa given the Group’s business is regardedemjtecating agencies as having a “high” exposure
to Spain’s risk profile.

Despite the achievement of a third rescue packag&feece announced on 13 July 2015,
there continue to be concerns surrounding Greeceditworthiness and its ability to implement the
economic reforms demanded by its creditors, whighidc have a material adverse impact on the
financial markets and, consequently, Gas Naturahof@&'s ability to obtain financing on
commercially acceptable terms or at all. In additipolitical uncertainty in Spain is also increasin
due to the appearance of new parties supportindpsipolicies to Greece’s Syriza.

On 23 June 2016, a majority of voters in the Unkaadgdom elected to withdraw from the
European Union in a national referendum. The refdwen has created significant uncertainty about
the future relationship between the United Kingdammd the European Union, including with respect
to the laws and regulations that will apply as theited Kingdom determines which European
Union-derived laws to replace or replicate in therg of a withdrawal. These developments, or the
perception that any of them could occur, have hadl may continue to have a material adverse
effect on global economic conditions and the sitghf global financial markets.

Despite the improvement in the European financiarkets and the recovery of Spain’s
economy, further instability cannot be ruled outtle coming months or in 2018, particularly in
light of Spain’s minority government or the tensdmetween Spain’s central government and the
regional government of Catalonia which could, ithecked, start to weigh on business confidence
and investment, and could weaken Spain’s curremt gmowth prospects.

Deterioration in the Spanish and other economiesutfhout the world negatively affects
business and consumer confidence, unemploymentisreahe state of the housing market, the
commercial real estate sector, the state of thdtygbond and foreign exchange markets,
counterparty risk, inflation, the availability amdst of credit, transaction volumes in key markets
and the liquidity of the global financial markead], of which could have a material adverse effett o
the business, prospects, financial condition aadli® of operations of Gas Natural Fenosa.

Gas Natural Fenosa is not able to predict how tdom@mic cycle is likely to develop in the
short term or the coming years or whether therébela return to a recessive phase of the global
economic cycle. Any further deterioration of therent economic situation in the markets in which
Gas Natural Fenosa operates could decrease reyanoesase bad debt exposure, increase the
financing costs of the Group and might affect tsa&sonable value of financial assets and liabilities
all of which could give rise to an impairment oetgoodwill, intangible or tangible fixed assets of
Gas Natural Fenosa, which may in turn have a nadtadverse effect on the business, prospects,
financial condition and results of operations os@®&tural Fenosa.



Business Strategy

Given the risks to which Gas Natural Fenosa is sggand the uncertainties inherent in its
business activities, Gas Natural Fenosa can provadessurance that it will be able to implement its
business strategy successfully. Were Gas Nateradga to fail to achieve its strategic objectiees,
if those objectives, once attained, did not geeethe benefits initially anticipated, its business,
prospects, financial condition and results of oflens may be adversely affected, perhaps
significantly. Gas Natural Fenosa’s ability to amld its strategic objectives is subject to a wariét
risks, including, but not limited to, the followirgpecific risks:

. an inability to increase the number of connectimings in Europe and Latin
America, preventing Gas Natural Fenosa from expanids distribution networks
in these countries in line with its strategic plan;

. a stagnation in the number of customers due talkadésuccess in the marketing
campaigns targeted at gas and electricity consymers

. an inability to achieve the desired level of flekilp 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 lavgiume of gas than it requires;

. the possibility of a new recession in the SpanislEoropean economy, or the
actual or threatened default by any major economyit® sovereign debt, which
would negatively affect the performance of the sibusinesses;

. an inability to successfully manage the requiresaritregulatory frameworks if
stricter-than-expected regulatory measures wereetamposed in relation to the
international distribution of European gas andteigty generation;

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

. an inability to successfully manage Gas NaturaloBais minority shareholders in
the different businesses belonging to the Groug; an

. the inability to successfully manage the busineséeéhe Group in the context of
the changing political and regulatory environment.

Regulatory Risk

Gas Natural Fenosa and its subsidiaries are obl@edmply with legal rules and regulations
applying to the natural gas and electricity sectbrgparticular, gas and electricity distributiorea
regulated businesses in most of the countries iictwkeas Natural Fenosa carries out these
activities.

The laws and regulations governing the natural ayab electricity sectors in the countries
where Gas Natural Fenosa operates are typicalljectulbo periodic review by the regulatory
authorities. Following such reviews, or as a resfithe approval of new regulations, the regulatory
frameworks prevailing in those jurisdictions, alowgh the interpretation of the applicable rules,
may be modified, and such modifications may beifigant in certain instances. The introduction of
such modifications may impact the existing remuti@nascheme for regulated activities, as well as
operating, capital and raw material costs and ieffiy incentives, amongst other fundamental
factors, all of which could have a material adveedtect on Gas Natural Fenosa’'s subsidies,
business, prospects, financial condition and resiflbperations.



In particular, in 2013, the Spanish government thodé& an ambitious overhaul of the
regulatory framework applicable to the entire Sghanglectricity sector. The main driver of the
reform was the determination to reduce and, eliteiribe so-called “tariff deficit”, which is the
difference between the regulated costs and thariacof the electricity system. As of December
2016, the total outstanding electricity tariff adéfiamounts to approximately €25 billion, all of
which has been securitised. As a result of the iSpaglectricity reform, 2013 was the last year with
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%20rhe measures adopted by the government to
tackle the tariff deficit include Royal Decree-Laé¥2013, of 12 July, which established a new
remuneration scheme for renewable, waste and cogere distribution and transportation
activities, which will be referenced to a “reasdeabate of return”. It was followed by the
publication at the end of 2013 of Law 24/2013, 6f Recember, on the Electricity Sector (the
“Electricity Act”), confirming the same principles for the remutiena of regulated activities
established in Royal Decree-Law 9/2013. The ElatyriAct also includes a stability rule: every
new cost should be accompanied by a new sourcevehues, and any deficit exceeding certain
limits should be automatically compensated by &ftarcrease. Royal Decrees establishing the
remuneration methodology for transmission and itistion were also approved and published by
the end of 2013. The Ministerial Orders includihg teference unit costs for capital and operational
expenditure were approved in December 2015 andnéve methodology was first applied in
Ministerial Order IET/980/2016 establishing the tereration of distribution activities for 2016 and
Ministerial Order IET/981/2016 establishing the teraration of transmission activities for 2016
that were published in June 2016.

Royal Decree 413/2014 and Ministerial Order IETARO14 establishing the detailed
parameters of the new remuneration scheme for i@nleywcogeneration and waste were approved
in June 2014. The parameters are established #orfitst regulatory period that ends on 31
December 2019. A revision of the parameters ofrtée@ remuneration scheme (excluding capital
expenditure and the lifetime of the installatioissjo take place every six years correspondingpéo t
regulatory period applicable to each installatidowever, the revision of other parameters based on
the real price of the market is to take place evBrge years. Principally, this revision would be i
order to take into account the real price of thekelduring the first half of the first regulatory
period. The parameters based on the costs of fagkaiewed every six months. Detailed regulation
to review capacity payments and the developmenimothballing of general facilities are still
pending.

With regard to the natural gas sector, the Spagosiernment approved in July 2014 the main
lines of the gas regulatory reform also aimed &iraythe accumulated gas tariff deficit. According
to the last provisional settlement (14/2015) apptbby the CNMC Comision Nacional de los
Mercados y la Competengjahe annual gas tariff deficit correspondinghe year 2015 amounted
to €23 million due to the mild weather at the en@@L5. The reform was included in Royal Decree-
Law 8/2014, of 21 May, subquently converted intavLE8/2014, of 17 October, modifying, as from
its entry into force in July 2014, the remuneratemheme for regulated activities: transmission,
regasification, storage and distribution. Similar what occurred in the electricity sector, Law
18/2014 also includes a stability rule and a ppleciof economic sustainability, so that any deficit
exceeding certain limits should be automaticaligniglated through increases in the access tariffs. |
also includes the recovery of part of the outcorhehe arbitration proceedings of the Algerian
contract of natural gas supply through the Magipigeline. This means that the gas access tariffs
are recovering, over a period of five years, whiommenced in 2015, an amount of €163,790,000
as well as the payments of market interest ratéstestablished by the Ministry of Energy, Trade
and Tourism, which will be reimbursed to Gas Ndt&enosa as the owner of the Algerian contract.
Ministerial Orders establishing the remunerationtfansmission and distribution activities for the



second half of 2014 and 2015 were approved by tideof 2014, applying the new methodology
established in this legislation.

Law 18/2014 also established, pursuant to the Brigfficiency Directive, a national system
for energy efficiency obligations which assignseach obligated subject (suppliers of gas and
electricity, wholesale petroleum operators and edale GLP operators) an obligation of annual
savings with two alternatives for compliance: ciimttion to a National Energy Efficiency Fund
(Fondo Nacional de Eficiencia Energet)c@NEE) managed by the Institute of Diversification and
Energy Savingl(stituto para la Diversificacion y Ahorro de la &mia) (IDEA) and alternatively
an accreditation system of energy savings throtghigsuance of Certificates of Energy Saving
(CAE9. However, as the regulatory development of thé&GAs still pending, the only possibility to
fulfill the obligations of savings for 2014, 2018)16 and 2017 is through contribution to the FNEE.

In May 2015, Law 8/2015 was published amendingHlidrocarbons Sector Law, primarily
to contemplate the creation of an organised gagkehégas hub), the introduction of other measures
to promote competition in the Hydrocarbons send the adoption of tax measures with regards to
the exploration and production of hydrocarbons.

Although Gas Natural Fenosa considers that inigl material respects, in compliance with
the laws governing its activities, it is subjectteomplex set of laws across various jurisdictidhs
the competent public or private sector bodies werénterpret or apply such laws in a manner
contrary to Gas Natural Fenosa’s interpretationheim, such compliance could be questioned or
challenged and, if any non-compliance were to legatl or proven, it could have a material adverse
effect on Gas Natural Fenosa’s subsidies, busimgsspects, financial condition and results of
operations.

Furthermore, given the regulated nature of somth@fgas and electricity sectors in which
Gas Natural Fenosa operates, some of its actidtiesubject to obtaining the relevant concessions,
licences or other administrative authorisationsicivigenerally take a long time to obtain. Operating
without obtaining necessary permits can be perhligth sanctions.

The return on, and performance of, Gas Naturalo§&s investments in regulated
jurisdictions are therefore conditional on obtagniand maintaining the relevant administrative
concessions authorisations in the medium and leng,twhich, in many cases, is outside of Gas
Natural Fenosa’'s control. Any new political, soatsl economic conditions in these jurisdictions
could affect the stability of Gas Natural Fenosantracts, concessions, licences or other
administrative authorisations, as well as have asieable consequences for Gas Natural Fenosa’s
business plan and materially adversely affect 8rauneration of Gas Natural Fenosa'’s regulated
activities (and return on investment) in such jdigsons.

In addition, it should be noted that many of GasulNd Fenosa’'s concessions are subject to
the fulfilment of certain commitments which, if naotet, can lead to sanctions, reductions in
remuneration, revocation of the concessions andregifnent of any guarantees or surety bonds
provided, which could materially adversely impdat return on Gas Natural Fenosa’s investments
and, as a result, its business, prospects, finbcmmaition and results of operations.

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

Gas Natural Fenosa operates in a highly competi@imgironment with respect to its
positioning in the gas and electricity markets hie different countries in which it carries on its
business. In particular, the liberalisation preessthat have taken place in energy markets both in
Spain and in other key markets have had a negatipact on energy prices and on the market share
of retail supply, especially in the gas busine§€as Natural Fenosa may continue to lose market
share due to the entry of new suppliers into theketgsuch asociété Nationale pour la Recherche,
la Production, le Transport, la Transformation, latCommercialisation des Hydrocarbures s.p.a.
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(Sonatrach or other participants in Medgaz, S.AM€dgaz or to existing suppliers. A further
decline in market share could have a significameesk effect on Gas Natural Fenosa’s business,
prospects, financial condition and results of ofiena.

In the electricity industry, liberalisation has léd increased competition as a result of
consolidation and the entry of new market partiofpan the European Union electricity markets,
including the Spanish electricity market. The fddesation of the electricity industry in the
European Union has also led to lower electricitggs in some market segments as a result of the
entry of new competitors and cross-border energyplgers and the establishment of European
electricity exchanges, which in turn has led taéased liquidity in the electricity markets. This
liberalisation of the electricity market means thetny areas of Gas Natural Fenosa’s business must
develop in a more competitive environment. If Géstural Fenosa were unable to adapt to or
manage adequately this competitive market, itsnmss, prospects, financial condition and results of
operations could be materially adversely affected.

Increased Competition Following Execution of Divesits

On 11 February 2009, the Spanish National Compgeti@ommission (Comision Nacional
de Competenciaor CNC) authorised Gas Natural SDG'’s acquisition of Urik@mosa, S.A.Union
Fenosg subject to certain undertakings presented by Kestsral SDG and accepted by the CNC.
The conditions published by the CNC consideredvasiiment of 1,600 MW of installed capacity of
combined cycle technology and a total of 900,008 diatribution connection points, that were
accomplished during 2010 and 2011. Initially, Gaatuxal Fenosa agreed to sell approximately
600,000 distribution connection points in Madriddan 2011, Gas Natural Fenosa complied with
the condition to sell an additional 300,000 digitibn connection points, with the customers
corresponding to such connection points. On 12 2080, Gas Natural Fenosa agreed to sell 400
MW of the combined cycle gas turbinEQGT) at Plana del Vent to Analp Gestion, S.A.U. and
Alpig Energia Espafia, S.A.U., with a two-year useght and an option to acquire a further 400
MW (which on March 2017 was extended until 2018 July 2011, Gas Natural Fenosa
completed the divestment of 800 MW of CCGT capaattirrubal.

The rationale behind, and the express purposé@fcanditions imposed by the CNC was to
create effective competition in the Spanish gas eledtricity markets in relation to Gas Natural
Fenosa’s market share. Accordingly, and followihg recent fulfilment of these conditions, Gas
Natural Fenosa could face increased competitioth@se markets, and may not be successful in
retaining all of those customers that it did nansfer as part of the required divestments. Asg lo
of market share in the gas and electricity marketSpain, Gas Natural Fenosa’s primary markets,
could have a material adverse effect on its busjngspects, financial condition and results of
operations.

Operating Risks

Gas Natural Fenosa’s operations are subject tainemherent risks, including pipeline
ruptures, breakdowns affecting its electricity gatien assets and liquefied natural gad@)
tankers, explosions, pollution, release of toxiostances, fires, adverse weather conditions (ssich a
for example the hurricane that crossed the islahd®uerto Rico in September 2017), failure by gas
and fuel suppliers or other third parties to futfiintractual obligations, sabotage, accidental dema
to its gas distribution network or electricity geaion assets and other hazards and force majeure
events, any of which could result in personal ijand/or damage to, or the destruction of, Gas
Natural Fenosa'’s facilities and other propertiesawrinterruption in gas supply and/or electricity
generation. Additionally, Gas Natural Fenosa maysbigiect to civil liability claims for personal
injury and/or other damages caused in the ordipainguit of its activities, such as failures in its
distribution network, gas explosions, pollutiontoxic spills or incidents with its generating plant
Such claims could result in the payment of comptmsainder the laws of certain countries where
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Gas Natural Fenosa operates, which could, to ttenethe Group’s civil liability insurance policies
do not cover the damages, have a material advdfset ®n Gas Natural Fenosa’'s business,
prospects, financial condition and results of opena. Furthermore, if operations at compression
stations on the Europe-Maghreb pipeline were tanterrupted, suppliers may notify Gas Natural
Fenosa of a reduction in supply levels or seeknforeeforce majeureprovisions with a view to
terminating the corresponding supply agreementsas Satural Fenosa is not generally able to
predict the occurrence of these or similar events they may cause unanticipated interruptions in
its gas supply and electricity generation actisitieWhile Gas Natural Fenosa seeks to obtain
insurance cover for risks such as damage to prpped loss of profit, its financial condition and
results of operations may be adversely affectethéoextent any losses are uninsured, exceed the
applicable limitations under its insurance polickesre subject to the payment of an excess towards
the insured amount or to the extent the premiurgalge in respect of such policies are increased as
a result of insurance claims.

Gas Natural Fenosa enters into long-term gas suppiyracts and, consequently, its gas
supply is subject to the risk of non-fulfilment g contractual counterparties. In the event that
sufficient gas is not supplied to Gas Natural Fandse to the failure of a counterparty to deliver
contracted amounts of gas or for any other reaGas, Natural Fenosa could be required to seek
alternative sources of gas in order to ensure goat supply. This may require purchases on the
‘spot’ market (a non-organised market aimed at tsteom commercialisation in gas, primarily
LNG), to acquire the gas required. Such ‘spotchases may only be available on more expensive
terms than under the current supply contracts telwidas Natural Fenosa is party, and this cost
may not be recoverable under such contracts. Gdigr&l Fenosa cannot provide any assurance
that, in such circumstances, it would be able tguae the gas needed to guarantee supply on
reasonable terms, or at all, and any failure tesdaould have a negative effect on its business,
prospects, financial condition and results of ofiena.

Risks Relating to Litigation and Arbitration

The sectors in which Gas Natural Fenosa operatesiharecent years grown more litigious,
as a result of the volatility of fuel and naturalsgprices and greater competition in the liberdlise
market, amongst other factors. Gas Natural Fenndata subsidiaries are currently involved in a
number of judicial, arbitration and regulatory predings. Given the nature of Gas Natural Fenosa’s
business and the sectors in which it operatesatheunts involved in such proceedings can be
significant.

An adverse outcome in one or more of those proogedincluding out-of-court settlements)
could have a material adverse effect on Gas Naf@absa’s business, prospects, financial condition
and results of operations.

See ‘Description of Gas Natural SDG, S.A.—Litigation akdbitration” on pages 151 to 152
below.

Gas Natural Fenosa is Exposed to Price Variation€iude Oil, Natural Gas and Electricity

A significant portion of Gas Natural Fenosa’s opiea expenses relate to the purchase of
natural gas and LNG for commercialisation in thgutated and deregulated markets in which it
operates and for fuelling its CCGT plants for eiety generation. Although the prices that Gas
Natural Fenosa charges its gas customers genegfibgt the market price of natural gas, in highly
volatile market conditions the adjustments it makests sale prices may not fully reflect the
changes in the cost of natural gas supplies. Mitiad to increasing the costs in Gas Natural
Fenosa’s natural gas business, higher gas priceslsa inflate its electricity generation costs, as
natural gas is used to fuel its CCGT plants.
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The prices for such commodities have historicdligtiiated and Gas Natural Fenosa cannot
be certain that prices will remain within projectedels. Despite the fact that the annual average
price of a barrel of Brent crude oil was stablgiaceding years, at U.S.$111.3 in 2011, U.S.$111.6
in 2012, U.S.$108.7 in 2013 and U.S.$99.1 in 2Qiikes are now highly volatile, falling to an
average of U.S.$52.5 in 2015 to U.S.$43.7 in 20dd then rising to U.S.$51.9 in 2017 up to the
end of the third quarter (sourd@P Trading Conditions Update—Crude oil and natugas markets
archivg. Crude oil and natural gas prices are also infteel by geopolitical factors, including but
not limited to, demand in China, India and Japa& tdunuclear shutdown, oversupply of crude oail,
the strong U.S. dollar and general market volgtilkdditionally, new procurement contracts from
the US (Sabine Pass and Corpus Christi) are exgdosise Henry Hub index, which is also highly
volatile, with the annual average price of anélion British Thermal Units (BTU) in USD for the
last three years, at U.S.$ 4.42 in 2014, U.S.$ m6é®15 and U.S.$ 2.46 in 2016 (sourt:MEX
New York Mercantile Exchange

The price of electricity in Spain is also highlylaiile due to the market share of renewable
technologies and their dependence on climate dondit The average price per kWh of electricity
fell from €47.25 in 2012 to €44.19 in 2013 and #4187 in 2014, rising to €50.02 in 2015, falling
significantly to €39.67 in 2016 and rising agairet.30 for the first three quarters of 2017 (seurc
OMIE), mainly due to the weather and the decreasesipattihing of renewable energy (hydro and
wind).

Gas Natural Fenosa’s business activities includeledale natural gas sales to electricity
producers and others. With respect to such tréinsacits results of operations are likely to depe
largely upon prevailing market prices in regionarkets and other competitive markets. These
market prices may fluctuate substantially overtietdy short periods of time. As a result, Gas
Natural Fenosa'’s natural gas wholesale businesspissed to risks of fluctuating commodity prices
and movements in the price of electricity.

There can be no assurance that Gas Natural Feniishewable to pass on increases in
generation and operating costs to its gas andrigiectcustomers (in the case of commodity price
increases) or to negotiate a decrease in wholesaks with its suppliers (in the case of commodity
price decreases), or otherwise offset such vanattbrough hedging arrangements and other risk
management techniques.

Additionally, long-term gas purchase contracts dgfy provide for regular price revision
mechanics: the parties have the right to requestvaew of the gas purchase price in certain
circumstances, and in the event the parties weablerto reach agreement, such contracts provide
for an independent system of setting such pricentditet. Gas Natural Fenosa is periodically subject
to such procedures.

Any such variations in commodity prices could havmaterial adverse effect on Gas Natural
Fenosa’s business, prospects, financial conditnohrasults of operations.

Gas Volume Risks

Most purchases of natural gas and LNG are madeig@uirso long-term contracts with clauses
(commonly known as “take-or-pay” clauses) that negGas Natural Fenosa to purchase a certain
amount of natural gas and LNG during specified ramttperiods. Pursuant to these contracts, even
if Gas Natural Fenosa requires less than the mimircontracted amount, it is still contractually
bound to pay for the minimum contracted amount;gine paying for an amount of gas or LNG that
is greater than its operational needs. When Gasréla-enosa enters into “take-or-pay” contracts,
it negotiates the minimum contracted amount basedocecasts of its anticipated future needs.
Such forecasts are based on previous experiencéharidformation then available to Gas Natural
Fenosa, but actual volume requirements may prowe tmwer than those projected at the time the
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contracts are entered into. Any significant vaoiain the forecast levels of demand could result i
Gas Natural Fenosa being required to pay for quesitdof natural gas that exceed its actual needs,
regardless of whether it elects to take deliveryhef excess quantities of gas, which could, in,turn
have a material adverse effect on Gas Natural B&nhagperational costs and, as a result, its
business, prospects, financial condition and resiflbperations.

Environmental Protection Regulations

Gas Natural Fenosa is subject to extensive envieatah protection regulations that require,
among other things, the preparation of environmentpact studies, the maintenance of relevant
authorisations, licences and permits and the foéiit of certain other requirements. Amongst
others, Gas Natural Fenosa is subject to the histk t

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

* required environmental authorisations and licenoay not be granted or may be
revoked due to a breach of the conditions imposeglibh authorisations;

* public opinion may not be in favour of projects poeed by Gas Natural Fenosa,
which may lead to the projects suffering delayba&ing cancelled; and/or

» applicable regulations or their interpretation kgulatory authorities may undergo
modification or change, which could result in irased costs or time required to
ensure compliance.

In recent years, environmental protection laws Haa@me more onerous in many countries
in which Gas Natural Fenosa operates. Although Ktsiral Fenosa considers that it has carried
out all necessary actions to comply with applicalaes, any modification to, or unforeseen
application of, such laws may require significanvdéstments for continued compliance, may
increase the operational cost of its activities anay have an adverse effect on Gas Natural Fenosa’s
industrial customers that purchase gas for thesin@sses, with the possible consequence of
declining consumption of gas and electricity.

Currency and Interest Rate Risks

Fluctuations in interest rates modify the fair \ealof the Group’s assets and liabilities that
accrue a fixed interest rate and the cash flows fagsets and liabilities pegged to a floating eger
rate, and accordingly, affect the Group’s equitgl profitability, respectively. Gas Natural Fenasa’
floating-rate debt is primarily subject to fluctimts in the Europe Interbank Offered Rate
(EURIBOR), the London Interbank Offered Rate (LIBO&nd the indexed rates in Argentina,
Brazil, Colombia, Chile, Mexico and South Africa.

Gas Natural Fenosa is also exposed to risks assdaidth variations in currency exchange
rates. Variations in exchange rates can affeabrgnother things, the value of Gas Natural Fenosa’s
earnings and borrowings denominated in currenctesrahan the euro and its operations that
generate non-euro revenue, as well as the exchaige of commodity purchases denominated in
currencies other than the euro.

Although Gas Natural Fenosa takes a proactive appréo the management of the above
risks in order to minimise their impact on its reues, in some cases the policies it implements may
not be effective in mitigating the adverse effezdsised by interest rate and currency fluctuations
and could have an adverse impact on Gas Naturasi&nbusiness, prospects, financial condition
and results of operations.
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Construction and Development of New Infrastructure

The construction and development of natural gaplgupnd distribution infrastructure and
the exploration, production and sale of LNG, aslveal electricity generation and distribution
projects, can be time-consuming and highly comphexy increase in the costs of, cancellation of
and/or delay in the completion of, Gas Natural Bar® projects under development and projects
proposed for development could have a material radveffect on its business, prospects, financial
condition and results of operations. In particulaiGas Natural Fenosa were unable to complete
projects under development, it may not be abletover the costs incurred and its profitabilitydan
as a result, its business, prospects, financiatliion and results of operations, could be matgrial
adversely affected.

Impact of Weather Conditions

The demand for electricity and natural gas is dlossated to climate. Generally, natural gas
demand is higher during the cold weather month®abber through March in Europe and Mexico
(or April through September in Argentina and Clailed, to a lesser extent, Brazil) and lower during
the warm weather months of April through Septenibdgurope and Mexico (or October through
March in Argentina and Chile and, to a lesser @xtBrazil). A significant portion of demand for
natural gas in the winter months relates to thelyction of electricity and heat and, in the summer
months, to the production of electricity for airaclitioning systems. The revenues and results of
operations of Gas Natural Fenosa’s natural gasatipes could be negatively affected by periods of
unseasonable warm weather during the autumn angbrwimonths. Likewise, electricity demand
may decrease during mild summers as a result afcesddemand for air-conditioning, having a
negative impact on revenues generated from Gasrdlakenosa’s electricity generation and
distribution businesses and its commercialisatiomatural gas.

The Group’s operations involve hydroelectric anddwjeneration in Spain, Central America
and Latin America and, accordingly, the Group ipatelent upon hydrological conditions prevailing
from time to time in the geographic regions in whits hydroelectric and wind generation facilities
are located. If hydrological and wind conditionssult in droughts or other conditions that
negatively affect Gas Natural Fenosa’'s hydroeleand wind generation business, Gas Natural
Fenosa’s business, prospects, financial conditioth @esults of operations could be materially
adversely affected.

Climate and water risk analysis

Gas Natural Fenosa analyses the risks and oppieti@issociated with some of the key
environmental issues like climate change and wdaerce these have been quantified they are
integrated into Gas Natural Fenosa’s corporatdegfyaand goals can be established to minimise
risks and maximise opportunities, although thene loa no assurance that Gas Natural Fenosa will
be able to effectively minimise such risks.

Climate risk analysis considers different typesigifs and opportunities:

» physical parameters: rising temperatures, changeainfall, rising sea levels and
extreme weather phenomena;

* market: such as the existence of CO2 markets andefelopment of other markets
with similar characteristics;

* regulatory: development of energy policies to naitegclimate change that involve
driving renewable energies and the promotion ofgnefficiency; and

» risks and opportunities concerning reputation.
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Should any of these risks materialise, they cowdsieha material adverse effect on Gas
Natural Fenosa’s business, prospects, financialition and results of operations.

Development of Gas Natural Fenosa’s Electricityivities

The success of Gas Natural Fenosa’s electricityps@cojects could be adversely affected by
factors beyond the control of Gas Natural Fenasdyding, but not limited to, the following:

increases in the cost of generation, includingdgases 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 projecteceraf growth in electricity usage as a
result of factors such as economic or weather tiomdi

the implementation of energy conservation schemes;
risks incidental to the operation and maintenariaeztricity generation facilities;

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

surplus electricity generation capacity in the retslserved by the electricity plants
Gas Natural Fenosa owns or in which it has anester

the imposition of new requirements by the regulatmthorities resulting from the
ongoing deregulation of the electricity sector e tjurisdictions in which Gas
Natural Fenosa operates; and

alternative sources and supplies of energy becondugilable due to new
technologies and increasing interest in renewatdegy and cogeneration.

Should any of these risks materialise, they cowdsieha material adverse effect on Gas
Natural Fenosa’s business, prospects, financialition and results of operations.

Geographical Exposure

Gas Natural Fenosa has interests in countries vatied political, economic and social
environments, focused on two main geographicalsarea

(a) Latin America

A significant portion of Gas Natural Fenosa’s opiegaincome is generated by its Latin
American subsidiaries. Operations and investmentsatin America are exposed to various risks
that are inherent to the region, including, butlimited to, risks relating to the following:

significant governmental influence over local ecoies;
substantial fluctuations in economic growth;

high levels of inflation;

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

changes in governmental, fiscal, economic or tdicipes;
unexpected changes in governmental regulation;

expropriation of assets or businesses;
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e social unrest; and
e general political and macro-economic instability.

Most or all of these factors have arisen at varibmes in the last two decades in the most
important Latin American markets, such as ArgentiBeazil, Colombia and Mexico. See also
“Description of Gas Natural SDG S.A.—Litigation autitration” for a description of the decision
by the Superintendent of Residential Public Sesviok Colombia to liquidate Electrificadora del
Caribe, S.A. E.S.P., a subsidiary of the Guarantor.

(b) Middle East and the Maghreb

Gas Natural Fenosa has both proprietary assetsigmificant gas supply contracts in various
countries in the Middle East, mainly in Egypt, ahd Maghreb. Political instability in the area can
result in physical damage to assets of companiadich Gas Natural Fenosa participates as well as
in obstructing the operations of these or otherpammes causing interruption in gas supply.

Gas Natural Fenosa is not able to predict the oenoe of any of these risks or other risks
related to the Group’s operations and interestatm America or the Middle East and the Maghreb,
or the magnitude of their impact, and any suchsristuld have a negative impact on Gas Natural
Fenosa’s subsidiaries, business, prospects, fiaarmndition and results of operations.

Risks related to acquisitions, investments andodia|s

As part of the Group’s strategy, the Group may gaga acquisitions, investments and total
or partial disposals of interests. There can beasgurance that the Group will identify suitable
acquisition opportunities, obtain the financing essary to complete and support such acquisitions
or investments, acquire businesses on satisfatgonys, or that any acquired business will prove to
be profitable. In addition, acquisitions, investiseand divestments involve a number of risks
associated with unanticipated events, includinfjadities in relation to the operational integratio
of such new businesses in the Group or the digiatien of such businesses from the Group and
risks arising from provisions in contracts that &iggered by a change of control of an acquired
company or from provisions in contracts relatinghe units to be divested. Any disposal of interest
may also adversely affect the Group’s financialditton if such disposal results in a loss to the
Group. See Description of Gas Natural SDG, S.A.—Recent Devedoyt$ for an overview of the
Group’s most recent acquisitions, investments asygodals.

Any of the above factors could have an adverse é¢npa Gas Natural Fenosa’s business,
prospects, financial condition and results of ofiena.

Credit Risk

Gas Natural Fenosa is exposed to credit risk imsadaits counterparts, such as customers,
suppliers, financial institutions and partners rdafault on their contractual payment obligations by
failing to make payments on time or at all. Thergpeaetail business, despite having procedures for
the selection of clients, is exposed to defaultsitén commercial portfolios due to both the
deterioration of existing portfolios and the desezhquality of new customers as a result of current
economic and financial conditions. In business hicl aside from the supply of energy the clients
are offered consumer financing for the acquisit@drancillary products, the unpaid invoices are
greater and there is less incentive to repay thaerevonly the supply payment is due. Business
activity which requires a prior investment in asgstespecially sensitive to default risk becaurse,
the event of default, these assets might not bevezable nor reusable. On the other hand,
customers to which supply is obligatory by law @adnot be interrupted in the event of default may
hinder risk management and increase losses.

There is an international consensus that in ordeddtermine credit quality, the ratings
provided by rating agencies are to be taken intmaat. This leads to the risk that following a
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deterioration in the rating of the Guarantor, esgcbelow BBB- (or equivalent), all purchase
transactions would increase its guarantee requitesmghich would entail an increase in financial
costs which could even lead to transaction regiristif not enough bank guarantees were provided
to all counterparties.

Restrictions on the Repatriation of Profits Obtalri®y Overseas Subsidiaries

Any payment of dividends, distributions, loans alvances to Gas Natural Fenosa by its
foreign subsidiaries could be subject to restrigion, or taxation of, dividends or repatriation of
earnings under applicable local law, monetary feansestrictions and foreign currency exchange
regulations in the jurisdictions in which such ddlzsies operate. Furthermore, some of Gas
Natural Fenosa’s Latin American subsidiaries havered into loan agreements that contain certain
restrictions on the payment of dividends and othistributions by such subsidiaries, limiting Gas
Natural Fenosa'’s ability to freely repatriate tlaernéngs of those companies. If Gas Natural Fenosa
were unable to repatriate the earnings of its slidoses, its ability to pay dividends and/or manage
cash within the Group, for example to redeploy e@sin other jurisdictions where they could be
used more profitably, could be adversely impacted.

Risks related to cybersecurity

Gas Natural Fenosa may be affected by threatsnstgéie availability, confidentiality,
integrity and privacy of both information assetsd aiechnologies which support its business
processes, as well as the risk of non-compliante negulations related to cybersecurity.

Examples of these threats include unauthoriseésacto as well as the use, disclosure,
degradation, interruption, modification or destraictof information, including as a consequence of
acts of terrorism, malicious attacks, sabotageahdr intentional acts. Unauthorised access to the
Group’s IT systems may also compromise businessalad customer information resulting in fines
and penalties as a consequence of violation of geatdection regulations and other legal
requirements. Such threats could also damage fhéaton of Gas Natural Fenosa and have a
material adverse effect on Gas Natural Fenosa'séss prospects, financial condition or results of
operations.

Risks Relating to Spanish Withholding Tax

Gas Natural Capital Markets, S.A. considers thatsyant to the provisions of Royal Decree
1065/2007, it is not obliged to withhold taxes ipa$h on any interest paid under the Notes to any
Noteholder, irrespective of whether such Notehoidea tax resident in Spain. The foregoing is
subject to certain information procedures havingrbtulfilled. These requirements/procedures are
described in Taxation and Disclosure of Information in Connentiwith the Notéson page 155
below.

According to Royal Decree 1065/2007 (as amenddddyal Decree 1145/2011), any interest
paid under securities that (i) can be regardedsteslldebt securities issued under Law 10/2014, and
(ii) are initially registered at a foreign cleariagd settlement entity that is recognised undeniSha
regulations or under those of another OECD mentage,swill be made free of Spanish withholding
tax provided that the relevant paying agent futfils information procedures described Trakation
and Disclosure of Information in Connection witle ttNhotes—Taxation in Spain—Disclosure of
Information in Connection with the Notesn page 164 below. Gas Natural Capital Marksts.
considers that the Notes meet the requirementsreefeto in (i) and (i) above and that,
consequently, payments made by Gas Natural Cdypdakets, S.A. to Noteholders should be paid
free of Spanish withholding tax notwithstanding thisrmation obligations of Gas Natural Capital
Markets, S.A. under general provisions of SparagHegislation by virtue of which identification of
Spanish tax resident investors may be providebe®panish tax authorities.
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However, in the event that the current applicablecedures were modified, amended or
supplemented by, amongst others, a Spanish lawlatén, interpretation or ruling of the Spanish
Tax Authorities, Gas Natural Capital Markets, Samil inform the Noteholders of such information
procedures and of their implications, as Gas Naapital Markets, S.A. may be required to apply
withholding tax on interest payments under the Blatehe Noteholders would not comply with
such information procedures.

Risk relating to possible changes to Netherlands xdegislation

On 10 October 2017, the new Government in the Methds presented its Coalition
Agreement (theCoalition Agreement The Coalition Agreement, among other things,taimis a
proposal to introduce a withholding tax on paymaeuitsnterest to ‘low tax jurisdictions’ in the
Netherlands and is expected to be introduced inydmr 2020. It is currently unclear which
jurisdictions will be considered ‘low tax jurisdichs’. No draft bills are available yet. The
implementation of the tax reforms set out in thelion Agreement is still subject to agreement
within the new Government on the details of thenpland approval by parliament of the actual bills
(if and when submitted).

Risks Relating to the Procedures for the Collectionf Noteholders’ Details

It is expected that Gas Natural Capital Marketé,.,.She Guarantor, the Agent, the common
depositary for the Notes and Euroclear and Clesasir Luxembourg (th€learing System)swill
follow certain procedures to comply with the inf@tion procedures described in sectidaXation
and Disclosure of Information in Connection witle tNotes on page 155 below. An overview of
these procedures is set out in a schedule to tkadygAgreement and should be read together with
“Taxation and Disclosure of Information in Connentisith the Notés Such procedures may be
revised from time to time in accordance with amilie Spanish laws and regulations, further
clarification from the Spanish tax authorities nefjag such laws and regulations, and the
operational procedures of the Clearing Systems.iled/the Notes are represented by one or more
global Notes, Noteholders must rely on such proesin order to receive payments under the
Notes free of any withholding, if applicable. Nobtéders must seek their own advice to ensure that
they comply with all applicable procedures and teuge the correct tax treatment of their Notes.
None of Gas Natural Capital Markets, S.A., the @ntor, the Arranger, the Dealers, the Paying
Agents or the Clearing Systems assumes any regiigsn relation to this requirement.

Risks Relating to Spanish Insolvency Law

Law 22/2003 Icey Concursgldated 9 July 2003 (the Insolvency Law), which ednto force
on 1 September 2004, supersedes all pre-existingi€pprovisions regulating the bankruptcy and
insolvency (including suspension of payments) pedaggs, including the ranking of creditors in an
insolvency scenario.

The Insolvency Law provides, among other thingst:tHi) any claim may become
subordinated if it is not evidenced in the debtagsords or if it is not reported to the receivers
(administradores concursalpwithin one month from the day following the pualtion of the court
order declaring the insolvency in the Spanish @GfficGazette Boletin Oficial del Estado (ii)
provisions in a contract granting one party théitrigp terminate as a result of the counterparty’s
declaration of insolvency would, on its own, notdrgorceable, (iii) interest (other than any ingtre
accruing under secured liabilities to the extent ap to the amount covered by the security intgrest
shall cease to accrue as from the date of the rdg¢icia of insolvency and any amount of interest
accrued up to such date (other than any interestiaag under secured liabilities to the extent and
up to the amount covered by the security inteisdst)l become subordinated.
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Certain provisions of the Insolvency Law could effthe ranking of claims relating to (i) the
Notes issued by Gas Natural Capital Markets, SrAap insolvency of such company or (ii) the
guarantee of the Notes granted by Gas Natural SbD&hansolvency of the Guarantor.

Pursuant to the Insolvency Law, creditors whosétsiglerive from a Spanish public deed
(escritura publicd do not rank ahead of other creditors in an insmby scenario.

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

Notes issued under the Programme will be new deurivhich may not be widely
distributed and for which there is currently noigettrading market (unless, in the case of any
particular Tranche, such Tranche is to be condaltlavith and form a single series with an
outstanding Tranche of Notes). If the Notes aaddd after their initial issuance, they may trade a
discount to their initial offering price, dependingpon prevailing interest rates, the market for
similar securities, general economic conditions #medfinancial condition of the relevant Issuer and
the Guarantor. Although applications have beenenfadthe Notes issued under the Programme to
be admitted to listing on the Official List of thexembourg Stock Exchange and to trading on the
Regulated Market of the Luxembourg Stock Exchaltigere is no assurance that such applications
will be accepted, that any particular Tranche ofdsawill be so admitted or that an active trading
market will develop. Accordingly, there can beassurance as to the development or liquidity of
any trading market for any particular Tranche ofdso

The Notes may be redeemed prior to maturity

In the case of any particular Tranche of Notes rétevant Final Terms of which specify that
the Notes are redeemable at the relevant Issuptisno(for example pursuant to Condition 6(c)
(Redemption at the Option of the Isgu&ondition 6(d) Residual Maturity Call Optiop Condition
6(e) Redemption following a Substantial Purchase BEvemt Condition 6(f) Make-Whole
Redemptio)), in certain circumstances the relevant Issuer chaypse to redeem the Notes at times
when prevailing interest rates may be relatively.ldn such circumstances, an investor may not be
able to reinvest the redemption proceeds in a coabp@security at an effective interest rate ab hig
as that of the relevant Tranche of Notes.

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

Notes issued under the Programme may be represbytede or more global Notes. Such
global Notes will be deposited with a common dejaogi or safekeeper for Euroclear and
Clearstream, Luxembourg. Except in the circumstandescribed in the relevant global Note,
investors will not be entitled to receive defindiWotes. Euroclear and Clearstream, Luxembourg
will maintain records of the beneficial interesiglie global Notes. While the Notes are represente
by one or more global Notes, investors will be ablérade their beneficial interests only through
Euroclear and Clearstream, Luxembourg.

While the Notes are represented by one or moreaglblotes, the relevant Issuer and the
Guarantor will discharge their payment obligatiamsder the Notes by making payments to the
common depositary for Euroclear and Clearstreamnxeimbourg for distribution to their account
holders. A holder of a beneficial interest in algll Note must rely on the procedures of Euroclear
and Clearstream, Luxembourg to receive paymentsrutig relevant Notes. The Issuers and the
Guarantor have no responsibility or liability féretrecords relating to, or payments made in respect
of, beneficial interests in the global Notes.
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Holders of beneficial interests in the global Notél$ not have a direct right to vote in respect
of the relevant Notes. Instead, such holders valplermitted to act only to the extent that they are
enabled by Euroclear and Clearstream, Luxembourgpimint appropriate proxies. Similarly,
holders of beneficial interests in the global Noig not have a direct right under the global Note
to take enforcement action against the relevanetssr the Guarantor in the event of a default unde
the relevant Notes but will have to rely upon thigghts under the Deed of Covenant.

Credit ratings may not reflect all risks

One or more independent credit rating agencies asaign credit ratings to the Notes. The
ratings may not reflect the potential impact ofradks related to structure, market, additionatdes
discussed herein, and other factors that may afffectvalue of the Notes. A credit rating is not a
recommendation to buy, sell or hold Notes and magubject to suspension, change or withdrawal
by the assigning rating agency at any time.

In general, European regulated investors are cestirunder Regulation (EC) No. 1060/2009,
as amended (thERA Regulatior) from using credit ratings for regulatory purpgsesless such
ratings are issued by a credit rating agency dsted in the EU and registered under the CRA
Regulation (and such registration has not beendwdtin or suspended), subject to transitional
provisions that apply in certain circumstances sthihe registration application is pending. Such
general restriction will also apply in the case coédit ratings issued by non-EU credit rating
agencies, unless the relevant credit ratings adersad by an EU-registered credit rating agency or
the relevant non-EU rating agency is certified acadance with the CRA Regulation (and such
endorsement action or certification, as the casg beg has not been withdrawn or suspended).
Certain information with respect to the credit mgtiagencies and ratings will be disclosed in the
Final Terms.

The value of and return on any Notes linkeda benchmark may be adversely affectediigo
ing national and international regulatory reform iialation to benchmarks

Reference rates and indices such as the Ewdhrk Offered RateEURIBOR) or the
London Interbank Offered RateIBOR) and other interest rate or other types of ratesiadices
which are deemed to be “benchmarks” (each Banchmark and together, the
Benchmarkg, to which the interest on securities maylibked, have become the subject of
regulatory scrutiny and recent national and intéonal regulatory guidance and proposals for
reform. This has resulted in regulatory reform a@hdnges to existing Benchmarks, with further
change anticipated. Such reform of Benchmarks deduRegulation (EU) 2016/1011 on indices
used as benchmarks in financial instruments arahéiial contracts or to measure the performance
of investment funds (thBenchmarks Regulatiopwhich was published in the official journal o® 2
June 2016. In addition, on 27 July 2017, the UKaRiial Conduct Authority announced that it will
no longer persuade or compel banks to submit fatethe calculation of the LIBOR benchmark
after 2021 (thecCA Announcement The FCA Announcement indicates that the continnaof
LIBOR on the current basis cannot and will not bargnteed after 2021.

The potential elimination of the LIBOR benchmarkamy other Benchmark, or changes in
the manner of administration of any Benchmark, aeslt of the Benchmarks Regulation or
otherwise, could require an adjustment to the Gmndi, or result in other consequences, in respect
of any Notes linked to such Benchmark. These refoamd changes may cause a Benchmark to
perform differently than it has done in the pasbermdiscontinued. For example, if any Benchmark is
discontinued, then the Rate of Interest on thetligdrate Notes will be determined by the fall-back
provisions provided for under Condition Biteres), although such provisions, being dependent in
part upon the provision by Reference Banks of effequotations for the relevant Benchmark, may
not operate as intended (depending on market cgtamoes and the availability of rates information
at the relevant time). This may result in the dffecapplication pursuant to the Conditions of a

21



fixed rate based on the rate or rates which apmredere offered in the previous Interest Period
when such Benchmark was available. Any change én pérformance of a Benchmark or its
discontinuation could have a material adverse effadhe value of, and return on, any such Notes.

Risks Related to the Denominations of the Notes

In relation to any issue of Notes which under tlenditions have a minimum denomination
of euro 100,000 plus a higher integral multipleaobther smaller amount (or, where the specified
currency is not euro, its equivalent in the spedifturrency) (each, Specified Denominatio) it is
possible that Notes may be traded in the cleanstesms in amounts in excess of euro 100,000 (or
its equivalent in the specified currency). In sachase, should definitive Notes be required to be
issued, a holder who, as a result of trading, haldsncipal amount of less than euro 100,000téor i
equivalent in the specified currency) in his acaowmith the relevant clearing system at the relevant
time may not receive all of his entitlement in them of definitive Notes, and consequently may not
be able to receive interest or principal in respéddll of his entittement, unless and until suichet
as his holding becomes an integral multiple of &c8gd Denomination. Furthermore, at any
meeting of Noteholders while Notes are represelnyeal Permanent Global Note, any vote cast shall
only be valid if it is in respect of a minimum ofire 100,000 (or its 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 fareptal investors. Set out below is a descriptibn
the most common of such features.

Notes subject to optional redemption by the reléVssuer

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

The relevant Issuer may be expected to redeem Ndtes its cost of borrowing is lower
than the interest rate on the Notes. At thosedjna@ investor would generally not be able to
reinvest the redemption proceeds at an effectiterént rate as high as the interest rate on thesNot
being redeemed, and may only be able to do sosigréficantly lower rate. Potential investors
should consider reinvestment risk in light of otherestments available at that time.

Fixed/Floating Rate Notes

Fixed/Floating Rate Notes may bear interest atta tizat the relevant Issuer may elect to
convert from a fixed rate to a floating rate ornfr@a floating rate to a fixed rate. The relevant
Issuer’s ability to convert the interest rate waiffect the secondary market and the market value of
the Notes since such relevant Issuer may be expezteonvert the rate when it is likely to produce
a lower overall cost of borrowing. If the relevdsguer converts from a fixed rate to a floatinggra
the spread on the Fixed/Floating Rate Notes majege favourable than prevailing spreads on
comparable Floating Rate Notes tied to the sanezaete rate. In addition, the new floating rate at
any time may be lower than the rates on other Noliethe relevant Issuer converts from a floating
rate to a fixed rate, the fixed rate may be lowantthe prevailing rates on the Notes prior to such
conversion.

Calculation Agent

The Issuers may appoint a Dealer as CalculatioenAgn respect of an issuance of Notes
under the Programme. In such a case the Calculdgent is likely to be a member of an
international financial group that is involved,thre ordinary course of its business, in a wide eang
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of banking activities out of which conflicting imests may arise. Whilst such a Calculation Agent
will, where relevant, have information barriers gmcedures in place to manage conflicts of
interest, it may in its other banking activitiesrfr time to time be engaged in transactions invglvin
an index or related derivatives which may affecbants receivable by Noteholders during the term
and on the maturity of the Notes or the marketepiliquidity or value of the Notes and which could
be deemed to be adverse to the interests of thehNlokers.

Notes issued at a substantial discount or premium

The market values of securities issued at a sulftagiscount or premium from their
principal amount tend to fluctuate more in relatiorgeneral changes in interest rates than dorice
for conventional interest-bearing securities. Galgr the longer the remaining term of the
securities, the greater the price volatility as pared to conventional interest-bearing securitigs w
comparable maturities.

In respect of any Notes issued with a specificofiggoceeds, such as a Green Bond, there can be no
assurance that such use of proceeds will be seitfalthe investment criteria of an investor

The net proceeds from the issue of any Notes willided for general corporate purposes. An
Issuer may also choose to apply the proceeds fharissue of any Notes specifically to finance
and/or refinance, in whole or in part, Eligible @&neProjects in accordance with prescribed
eligibility criteria (any such NotesGreen Bond} - see also the section entitled “Use of Proceeds”
for further detail.

Regardless of whether any Notes are listed or aehinib trading on any dedicated “green”,
“environmental”, “sustainable” or other equivalgnthbelled segment of any stock exchange or
securities market, no assurance is given by e@htite Issuers, the Guarantor or the Dealers Hmat t
use of such proceeds for any Eligible Green Prejadli satisfy, whether in whole or in part, any
present or future investor expectations or requiEs) as regards any investment criteria or
guidelines with which such investor or its invesirtseare required to comply whether by any
present or future applicable law or regulationsbgrits own by-laws or other governing rules or
investment portfolio mandates, in particular witdgard to any direct or indirect environmental,
sustainability or social impact of any projectauses, the subject of or related to, any Eligibleedr
Projects. In addition, although the relevant Issarethe Guarantor may agree at the time of issue of
any Green Bonds to apply the proceeds of any GBmls so specified in, or substantially in
accordance with, the eligibility criteria, it wouttbt be an Event of Default under the Notes if the
relevant Issuer or the Guarantor were to fail tmgly with such obligations for whatever reason.

In connection with the issue of Green Bonds, aasuability rating agency or sustainability
consulting firm may issue a second-party opiniohdther or not requested by the relevant Issuer or
the Guarantor) confirming that the Eligible Greenj€cts have been defined in accordance with the
broad categorisation of eligibility for green proge and/or a second-party opinion regarding the
suitability of the Notes as an investment in comioecwith certain environmental and sustainability
projects (any such second-party opiniorsexond-party Opiniop A Second-party Opinion would
not constitute a recommendation to buy, sell od ls&curities, would only be current as of the date
it is released and would not be, nor would be dektoée, incorporated in and/or form part of this
Base Prospectus.

Any failure to apply the proceeds of any issue of&B Bonds in connection with Eligible
Green Projects, or any failure to meet, or contittueneet the eligibility criteria, or the withdrawa
of any Second-Party Opinion or any such Notes ngdo being listed or admitted to trading on any
stock exchange or securities market may have arialaselverse effect on the value of such Notes
and also potentially the value of any other Notdsctv are intended by either Issuer to finance
Eligible Green Projects or result in adverse cousages for certain investors with portfolio
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mandates to invest in securities to be used foaricplar purpose. Prospective investors must
determine for themselves whether the proposed @eeds meet their requisite investment criteria
and conduct any other investigations they deemssacg to reach their own conclusions as to the
merits of investing in any such Green Bonds.

The Proposed Financial Transactions Tax

On 14 February 2013, the European Commission ghedig proposal (thEommission’s
proposa) for a Directive for a common financial transansotax ETT) in Belgium, Germany,
Estonia, Greece, Spain, France, Italy, Austriatu®al, Slovenia and Slovakia (tfRarticipating
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 scopecaunld, 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 applycémntain circumstances to persons
both within and outside of the Participating Meml&tates. Generally, it would apply to certain
dealings in the Notes where at least one party fisamcial institution, and at least one party is
established in a Participating Member State. Arfaial institution may be, or be deemed to be,
“established” in a Participating Member State ibraad range of circumstances, including (a) by
transacting with a person established in a Paatitip Member State or (b) where the financial
instrument which is subject to the dealings isaskim a Participating Member State.

On 28 October 2016, the Council of the Europearob/published 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, dunttork at the Council and its preparatory
bodies will be required before a final agreememt lba reached among the Participating Member
States that respects the competences, rights digatans of the Member States not participating in
the FTT.

Notwithstanding the above, the FTT proposal remaingect to negotiation between the
Participating Member States. It may therefore lbered prior to any implementation. Additional
EU Member States may decide to participate. Potisggeholders of the Notes are advised to seek
their own professional advice in relation to therTET
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DOCUMENTS INCORPORATED BY REFERENCE
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Base Prospectus. As long as any of the Notesudséaading, this Base Prospectus, any Supplement
to the Base Prospectus (as defined below) and @actment incorporated by reference into this
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Issuers, at the specified office of the Agent, mgimormal business hours, and on the website of the
Luxembourg Stock Exchange at www.bourse.lu. Thgepaferences indicated for each document
are to the page numbering of the electronic pdfiesopf such documents as available at
www.bourse.lu.
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Gas Natural Capital Markets, S.A. of the basepeotus dated 2 December 2016
relating to the Programme

The information incorporated by reference thatasincluded in the cross-reference list, is
considered as additional information and is nouiregl by the relevant schedules of Commission
Regulation (EC) No 809/2004, as amended. Certdowrimation incorporated by reference into this
Base Prospectus has been translated from the ari§panish. Each such translation constitutes a
direct and accurate translation of the Spanishuagg text. The English language information has
been provided for information purposes only anthmevent of a discrepancy, the Spanish version
shall prevail.

Any statement contained in a document that is @eleto be incorporated by reference
herein shall be deemed to be modified or superstmtetthie purpose of this Base Prospectus to the
extent that a statement contained herein modifiesupersedes such earlier statement (whether
expressly, by implication or otherwise). Any staésin so modified or superseded shall not be
deemed, except as so modified or superseded, siittb@ a part of this Base Prospectus. To the
extent that any document or information incorpataty reference to this Base Prospectus itself
incorporates any information by reference, eithgrressly or impliedly, such information will not
form part of this Base Prospectus for the purpagdbe Prospectus Directive, except where such
information or documents are stated within thise@BRsospectus as specifically being incorporated
by reference or where this Base Prospectus isfggadlsi defined as including such information.

SUPPLEMENT TO THIS PROSPECTUS

If at any time the Issuer shall be required tgppre a supplement to this Base Prospectus
pursuant to Article 13 of the Luxembourg Act, tlsuer(s) and the Guarantor shall prepare and
make available an appropriate supplement to thiseBRrospectus or a further base prospectus,
which, in respect of any subsequent issue of Notbe listed on the official list of the Luxembourg
Stock Exchange and admitted to trading on the Lubamy Stock Exchange’s regulated market,
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shall constitute &upplement to the Base Prospectas 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, trepplicable Final Terms. Words and expressions @efiim “Form
of the Notes” and “Terms and Conditions of Notesuedl by Gas Natural Fenosa Finance B.V.” or
“Terms and Conditions of Notes issued by Gas NatDepital Markets, S.A.”, as applicable, below
shall have the same meanings in this overview.

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

Guarantor: Gas Natural SDG, S.A.

Description: Euro Medium Term Note Programme

Arranger: Citigroup Global Markets Limited

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 (trading as NatWéatkets)
Unicredit Bank AG

and any other dealer appointed from time to timéheylssuers
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 15,000,000,000 (or its equivalarother currencies
calculated as described in the Programme Agreement)
aggregate principal amount of Notes outstandingrgt time.
The Issuers and the Guarantor may increase therdarbthe
Programme in accordance with the terms of the Rrogre
Agreement.

Distribution: Subject to applicable selling redioos, 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 relevauntr|sthe
Guarantor and the relevant Dealer including butlmoited to
euro, U.S. dollars, Yen and Sterling.

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

Such maturities as may be agreed betwiee relevant Issuer,
the Guarantor and the relevant Dealer and as itedica the
applicable final terms for such issue of Notes (ffiaal
Terms, subject to such minimum or maximum maturities as
may be allowed or required from time to time by thé&evant
central bank (or equivalent body) or any laws ayutations
applicable to the relevant Issuer, the Guarantaherrelevant
Specified Currency.

Unless permitted by then current laws and regulatiavhere
Notes have a maturity of less than one year afere{a) 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 relevasuds 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 whoseanyd
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 expdll
acquire, hold, manage or dispose of investmentpr{asipal or
agent) for the purposes of their businesses; pbéiissued in
other circumstances which do not constitute a ewsfntion of
section 19 of the Financial Services and Markets 2000 by
the relevant Issuer.

Notes may be issued at an issue wtdeh 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 Teriwf each
Tranche on the basis of the prevailing market doord.

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

() if the global Notes are intended to be issuedéaw global
note NGN) form, as stated in the applicable Final Terms,
be delivered on or prior to the relevant Issue Oata
common safekeeper (th€ommon Safekeepgr for
Euroclear Bank SA/NV Huroclear) and Clearstream
Banking, SA Clearstream, Luxembouryg or
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Fixed Rate Notes:

Floating Rate Notes:

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

Interests in each Temporary Global Note will be haxged

either for interests in a permanent global NdBer(nanent

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. benefioianership

as required by U.S. Treasury Regulations.

Each Permanent Global Note will be exchangeabldégesan
otherwise specified in the applicable Final Termsyhole but
not in part for definitive Notes in accordance with terms.
Any interest in a global Note will be transferaldaly in
accordance with the rules and procedures for the hieing of
Euroclear, Clearstream, Luxembourg and for anyrotigeeed
clearance system as appropriate.

Fixed interest will be payablesanh date or dates as may be
agreed between the relevant Issuer, the Guaramidr tlae
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 undaotenal
interest-rate swap transaction in the relevant iBpdc
Currency governed by an agreement incorporating the
2006 ISDA Definitions (as published by the Interoaal
Swaps and Derivatives Association, Inc., and asnae@
and updated as at the Issue Date of the first Timo€the
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 betieerelevant
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 tlae
relevant Dealer for each Series of Floating Rateslo

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

Interest on Floating Rate Notes in respect of ebtbrest
Period, as selected prior to issue by the relevssier, the
Guarantor and the relevant Dealer(s), will be pbyan the
first day of the next Interest Period or, in theeaf the final
Interest Payment Date, on the Maturity Date spedifin the
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applicable Final Terms and will be calculated it@dance
with the relevant Day Count Fraction or as otheewiglicated
in the applicable Final Terms.

Interest Periods for Such period(s) as the relevant Issuer, the Guaramd the

Floating Rate Notes: relevant Dealer may agree (as indicated in theicgige Final
Terms).

Zero Coupon Notes: Zero Coupon Notes will be offead sold at a discount to

their nominal amount and will not bear interesteotthan in the
case of late payment.

Redemption: Unless previously redeemed or purchasedcancelled, each
Note will be redeemed by the relevant Issuer,rfgilivhich the
Guarantor at its Final Redemption Amount on the uvigt
Date (in the case of a Note other than a Floatiatg Rlote) or
on the Specified Interest Payment Date falling ime t
Redemption Month (in the case of a Floating RatéeeN&uch
Final Redemption Amount in respect of any Note Ishalits
principal amount or such higher amount as may leeied in
the relevant Final Terms.

The Final Terms relating to each Tranche of Notiisindicate
either that such Notes cannot be redeemed pritetio stated
maturity (other than in specified instalments (sekw)) or for
taxation reasons or following an Event of Defaolt)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 atsoaind on
such dates as are indicated in the applicable Figahs.

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

Denominations of Definitive Notes will be in such denominations asymbe

Notes: specified in the relevant Final Terms, save tha}: te
minimum denomination of each Note will be such amoas
may be allowed or required, from time to time, hg televant
regulatory authority or any laws or regulations lagale to the
relevant Specified Currency; and (i) the minimum
denomination of each Note admitted to trading aregulated
market within the European Economic Area or offetedhe
public in a Member State of the European EconommieaAin
circumstances that require the publication of apectus under
the Prospectus Directive will be euro 100,000 {®reguivalent
in any other currency as at the date of issueeoNbtes).

So long as the Notes are represented by a TempQiabal
Note or Permanent Global Note and the relevantricga
system(s) so permit, the Notes will be tradeably ¢e) if the
Specified Denomination stated in the relevant Fihatms is
“euro 100,000 (or its equivalent in another curgghcin the
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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.:

authorised denomination of euro 100,000 (or itsivedent in
another currency) and integral multiples of eur6,000 (or its
equivalent in another currency) thereafter, oif()e Specified
Denomination stated in the relevant Final Terms“ésiro
100,000 (or its equivalent in another currency) amegral
multiples of euro 1,000 (or its equivalent in amstburrency) in
excess thereof’, in the minimum authorised denotionaof
euro 100,000 (or its equivalent in another currgrayd higher
integral multiples of euro 1,000 (or its equivaléntanother
currency), notwithstanding that no definitive Notedl 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 beden
without deduction for or on account of withholditaxes. See
Condition 10 Taxatior), “Taxation and Disclosure of
Information in Connection with the Notes—Taxation Tihe
Netherlands—Issues by Gas Natural Fenosa Finanee Bnd
“Taxation and Disclosure of Information in Connentisith the
Notes—Taxation in Spain—Payments under the Guagante

All payments in respect of the Notes issued by Gatural
Capital Markets, S.A. will be made without deduntfor, or on
account of, withholding taxes imposed by Spain sslsuch
taxes are required by law to be withheld. In theng that any
such deduction is made, Gas Natural Capital Marl&. or,
as the case may be, the Guarantor, will, save ntaioe
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 1065/2007 (as amended), it is notgedlito
withhold taxes in Spain in relation to interestdoan the Notes
to any investor (whether tax resident in Spain @) provided
that the information procedures described in sactitaxation
and Disclosure of Information in Connection witle tNote on
page 155 below, which do not require identificatioh the
Noteholders, are fulfilled.

In the event that the current applicable procedunese

modified, amended or supplemented by, amongst stheer
Spanish law, regulation, interpretation or rulirfgttee Spanish
Tax Authorities, Gas Natural Capital Markets, SMll inform

the Noteholders of such information procedures ahdheir

implications, as Gas Natural Capital Markets, Smay be
required to apply withholding tax on interest pawptseunder
the Notes if the Noteholders would not comply wihch

information procedures.

For further information regarding the interpretatiof Royal
Decree 1065/2007 (as amended), please refer Resk*
Factors—Risks in Relation to Spanish Withholding'Ta
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Status of the Notes:

Status of the Guarantee:

Cross-Default:

Negative Pledge:

Rating:

Listing and Admission
to Trading:

The Notes will constitute airenconditional, unsubordinated
and (subject to the Negative Pledge referred toovijel
unsecured obligations of each Issuer and will rpak passu
without any preference among themselves and (sutgeany
applicable statutory exceptions) at legstri passuwith all
other present and future unsecured and unsubcedinat
obligations of the relevant Issuer.

The Notes will be uncmnditly and irrevocably guaranteed
by the Guarantor pursuant to a deed of guaranbeeDg@ed of
Guaranteg.

The obligations of the Guarantor under the DeeGuadrantee
will constitute direct, unconditional unsubordirégnd (subject
to Condition 4 Negative Pledge unsecured obligations of the
Guarantor and (subject to any applicable statuxgeptions)
will rank at leastpari passuwith all other present and future
outstanding, unsecured and unsubordinated obligatad the
Guarantor.

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

The Notes will have the benefia oflegative pledge in respect
of Relevant Indebtedness of the relevant Issuer&harantor
and certain of their subsidiaries. The negatieslge is subject
to permitted security interests which include, arg not limited
to, certain security interests created in respédhe project
finance activities of the Group. For the detailghe negative
pledge provision, please refer to ConditiorNégative Pledge
of the relevant terms and conditions (as set outhis Base
Prospectus).

Notes issued under the Programme may be rated ratedn
Where a Tranche of Notes is rated, such ratingheilspecified
in the relevant Final Terms. Such rating will netcessarily be
the same as the rating assgnto Notes already issue
Whether or not a rating in relation to any Tranch&lotes will

be treated as having been issued by a credit rat@ency
established in the European Union and registeretkruthe
CRA Regulation on credit rating agencies will bectbsed 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 Stoah&nge
for Notes issued under the Programme to be adnitéchding
on the Luxembourg Stock Exchange’s regulated maakdtto
be listed on the official list of the Luxembourg&t Exchange
or as otherwise specified in the relevant Finalni®er As
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specified in the relevant Final Terms, a Serieblates may be
unlisted.

Unlisted Notes may only be issued by Gas Naturaloka
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.

Governing Law: Save as defined in the paragrapbvihethe conditions of the
Notes will be governed by, and construed in acaardawith,
English law.

In relation to Notes issued by Gas Natural Fendasariee B.V.,
Condition 3 (Status of the Deed of Guarantee) béllgoverned
by Spanish law.

In relation to Notes issued by Gas Natural Capitarkets,
S.A., Condition 2 $tatus of the Notgsind Condition 3Status
of the Deed of Guarantgwvill be governed by Spanish law. In
addition, the Notes will be issued in accordancehwhe
formalities prescribed by Spanish law.

Selling Restrictions: There are local and worldwsgdling restrictions in relation to
the laws of the United States, the European Econokinea
(including the United Kingdom, France, the Repuldlcitaly,
Spain and The Netherlands) and Japan and such other
restrictions as may be required in connection with offering
and sale of a particular Tranche of Notes. S&ebScription
and Saléon pages 167 to 172 below.

The Notes are Category 2 for the purposes of Régunl S
under the Securities Act.

The Notes will be issued in compliance with U.$eds. Reg.
81.163-5(c)(2)(i)(D) (or any successor rules instahtially the
same form that are applicable for purposes of Sectir0O1 of
the Code) (TEFRA D”) unless the Notes are issued other than
in compliance with TEFRA D but in circumstancessinich 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 tcWwHlEFRA is
not applicable.

Redenomination: 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 Fimarms, will be endorsed on each Note in
definitive form issued by Gas Natural Fenosa FiraBcV. under the Programme. The terms and
conditions applicable to any Note in global formlwiffer from those terms and conditions which
would apply to the Note were it in definitive fotsmthe extent described in the Base Prospectus
dated 30 November 2017 relating to the Notes, uffdenm of the Notes”.

Gas Natural Fenosa Finance B.V. and Gas NaturataCafarkets, S.A. have established a
Euro Medium Term Note Programme (tHerogrammeg for the issuance of up to Euro
15,000,000,000 in aggregate nominal amount of N@tesNoteg guaranteed by Gas Natural SDG,
S.A.

Notes issued under the Programme are issued esgeach &eriey and each Series may
comprise one or more tranches (each a Tranchedt&fsN 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 referenceth@se Conditions to “Notes” are to the Notes
which are the subject of the relevant Final Terridie Notes are the subject of an amended and
restated agency agreement dated on or aB@utiovember 201Tthe Agency Agreementwhich
expression shall include any further amendmentsupplements thereto) and made between Gas
Natural Fenosa Finance B.V. (th&suern, Gas Natural Capital Markets, S.A., Gas NatuaiGS
S.A. as Guarantor (th&uarantor), Citibank, N.A., London Branch in its capacity Agent (the
Agent or Calculation Agent which expressions shall include any successoCitibank, N.A.,
London Branch in its capacity as such) and theiRapigents named therein (tfaying Agents
which expression shall include the Agent and arbststute or additional Paying Agents appointed
in accordance with the Agency Agreement). The blotke Receipts and the Coupons (each as
defined below) also have the benefit of a deeuénant (théeed of Covenantwhich expression
shall include any amendments or supplements tHeddted on or about 30 November 2017
executed by the Issuers in relation to the Nofdse Guarantor has, for the benefit of the holdérs o
the Notes from time to time (tidoteholder3, executed and delivered a deed of guarantedgkel
of Guaranteg dated on or about 30 November 2Qirfder which it has guaranteed the due and
punctual payment of all amounts due by the Issndeuthe Notes and the Deed of Covenant as and
when the same shall become due and payable.

Interest bearing definitive Notes (unless othervitigticated in the applicable Final Terms)
have interest coupon€g¢upong and, if indicated in the applicable Final Ternapns for further
Coupons Talong) attached on issue. Any reference herein to Casijeo coupons shall, unless the
context otherwise requires, be deemed to includefeaence to Talons or talons. Definitive Notes
repayable in instalments have receigRedeipty for the payment of the instalments of principal
(other than the final instalment) attached on issue

Copies of the Deed of Covenant, the Agency Agreéntea Deed of Guarantee and the
Final Terms applicable to the Notes are availattarfspection during normal business hours at the
specified office of each of the Paying Agents, sénad 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 producdeaee satisfactory to the relevant Paying Agent
as to its identity. If the Notes are to be admditte trading on the regulated market of the
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Luxembourg Stock Exchange, the applicable FinahiBewill be published on the website of the
Luxembourg Stock Exchange at www.bourse.lu. Alispes from time to time entitled to the
benefit of obligations under any Notes are deeroelthive notice of, and are entitled to the benefit
of, all the provisions of the Deed of Covenant, wency Agreement, the Deed of Guarantee and
the applicable Final Terms, which are binding anth

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

1. Form, Denomination and Title

The Notes are in bearer form and, in the case fofitiee Notes, serially numbered in the
Specified Currency and the Specified Denominatipni®vided that in the case of any Notes which
are to be admitted to trading on a regulated mawiéin the European Economic Area or offered to
the public in a Member State of the European Ecandkrea in circumstances which require the
publication of a prospectus under the Prospectuschie, 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@knlyal Note or Permanent Global
Note and the relevant clearing system(s) so periné, Notes will be tradeable onfg) if the
Specified Denomination stated in the relevant Fifiaims 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 ifs 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 muégp of euro 1,000 (or its equivalent in another
currency) in excess thereof”, in the minimum autbed denomination of euro 100,000 (or its
equivalent in another currency) and higher integraliltiples of euro 1,000 (or its equivalent in
another currency), notwithstanding that no defirgtiNotes will be issued with a denomination
above euro 199,000 (or its equivalent in anotharency).

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, Re#seand Coupons will pass by delivery.
Subject as set out below, the Issuer, the Guaraamal 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 aseesthd notwithstanding any notice of ownership
or writing thereon or notice of any previous losgheft thereof) for all purposes but, in the cae
any global Note, without prejudice to the provisi@et out in the next succeeding paragraph.

For so long as any of the Notes is representeddigteml 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 otd$ (in which
regard any certificate or other document issueétmpclear or Clearstream, Luxembourg as to the
nominal amount of Notes standing to the accouratnyf person shall be conclusive and binding for
all purposes save in the case of manifest erra@l) ble deemed to be the holder of such nominal
amount of Notes for all purposes other than widpeet to the payment of principal or interest on
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the Notes, for which purpose the bearer of thevegleglobal Note shall be deemed to be the holder
of such nominal amount of Notes in accordance waitt subject to the terms of the relevant global
Note (and the expressiorisoteholder and holder of Notesand related expressions shall be
construed accordingly). Notes which are represehtea global Note will be transferable only in
accordance with the rules and procedures for thme tbeing of Euroclear or of Clearstream,
Luxembourg, as the case may be.

Any reference herein to Euroclear and/or Clearstrelauxembourg shall, whenever the
context so permits, except in relation to Noteaasisin NGN form, be deemed to include a reference
to any additional or alternative clearance syst@mpra@aved 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) unsztobligations of the Issuer rankipgri passu
without any preference among themselves and (duljeany applicable statutory exceptions) at
leastpari passuwith all other present and future unsecured arglilbordinated obligations of the
Issuer.

3. Status of the Deed of Guarantee

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

In the event of insolvency (concurso) of the Gumarunder the Insolvency Law, claims
under the Guarantee relating to Notes (unless teglify 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 vildgiados). 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 shallterea permit to subsist any Security
Interest (other than a Permitted Security Interepfn the whole or any part of its
present or future undertaking, assets or reverineliding uncalled capital) to secure
any Relevant Indebtedness or any Guarantee of algvént Indebtedness; and

(b) the Issuer and the Guarantor shall procure nbae of their respective Subsidiaries
will create or permit to subsist any Security lattr(other than a Permitted Security
Interest) upon the whole or any part of its presmnfuture undertaking, assets or
revenues (including uncalled capital) to secure Reyevant Indebtedness or any
Guarantee of any Relevant Indebtedness,
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without at the same time or prior thereto (i) sewuthe Notes and/or, as the case may be,
the Guarantor’s obligations under the Deed of Guem equally and rateably therewith or
(ii) providing such other security for the Notesdéor, as the case may be, the Guarantor’s
obligations under the Deed of Guarantee, as mayafg@oved by an Extraordinary
Resolution (as defined in the Agency Agreemeni)latieholders.

In these Conditions:

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

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

Indebtedness;

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

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

Indebtednessmeans any indebtedness of any Person for monerovied or raised
including (without limitation) any indebtedness farin respect 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 ofdses or hire purchase contracts which would,
in accordance with applicable law and generallept®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 transactiariy@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:
(A) any Security Interest arising by operation @fvland in the ordinary course of
business of the Issuer or any of its SubsidiarieiEkvdoes not (either alone or
together with any one or more other such Secuntgrésts) materially impair

the operation of such business and which has nen lemforced against the
assets to which it attaches; and
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(B) any Security Interest that does not fall witkb-paragraph (A) above and that
secures Relevant Indebtedness which, when aggregatith Relevant
Indebtedness secured by all other Security Intenpstmitted under this sub-
paragraph, does not exceed euro 50,000,000 (oredtsvalent in other
currencies); and

(ii) inrelation to the Guarantor or any of itsbSidiaries:

(A) any Security Interest in existence on 29 Octob899 to the extent that it
secures Relevant Indebtedness outstanding on siieh d

(B) any Security Interest arising by operation aif/land in the ordinary course of
business of the Guarantor or any of its Subsidakibich does not (either alone
or together with any one or more other such Secliterests) materially impair
the operation of such business and which has nen lemforced against the
assets to which it attaches;

(C) any Security Interest to secure Project Finddelat;

(D) any Security Interest created in respect ofeRRamt Indebtedness of an entity
that has merged with, or has been acquired (wh@theghole or 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 providsegurity 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 @mtral obligation
(x) which was assumed (by operation of law, agredroeotherwise) prior
to such merger or acquisition by an entity whidhsach time, was not a
Subsidiary of the Guarantor, and (y) which remdegally binding on
such entity at the time of such merger or acquisjtand

(E) any Security Interest that does not fall witkub-paragraphs (A), (B), (C) or
(D) above and that secures Relevant Indebtednesh ,whhen aggregated with
Relevant Indebtedness secured by all other Sechntigyests permitted under
this sub-paragraph, does not exceed euro 50,00Q¢d06 equivalent in other
currencies);

Person means any individual, company, corporation, firpgrtnership, joint venture,
association, organisation, state or agency of te staother entity, whether or not having separate

legal personality;

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

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

Project Finance Debitneans 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 pasg of financing a Project Finance
Entity,

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

Relevant Indebtednessieans any Indebtedness which is in the form okpresented by
any bond, note, debenture, debenture stock, laamk,stertificate or other instrument which is, &r 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 dakeurity interest
including, without limitation, anything analogous any of the foregoing under the laws of any
jurisdiction; and

Subsidiary means, in relation to any Person (fiist 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 accordandd applicable law and generally
accepted accounting principles, fully consolidatétth those of the first Person.

5. Interest
(@) Interest on Fixed Rate Notes

0] Each Fixed Rate Note shall bear interest omdsinal amount from, and including,
the Interest Commencement Date (which shall belalbe of issue thereof or such other
date as may be specified in the relevant Final Sgimrespect thereof at the rate per
annum (expressed as a percentage) equal to thésRafelnterest specified in the
relevant Final Terms and on the Maturity Date djetiin the relevant Final Terms if
that date does not fall on an Interest Payment.Date

(i)  The first payment of interest will be made the Interest Payment Date next following

the Interest Commencement Date and, if the peri@wden the Interest
Commencement Date and the first Interest Paymetd Balifferent from the periods
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(b)

(iii)

between Interest Payment Dates, will amount tartiti@l Broken Amount specified in
the relevant Final Terms. If the Maturity Daten@ an Interest Payment Date, interest
from, and including, the preceding Interest PaymBatte (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 calculateablplying the Rate of Interest to each
Calculation Amount, multiplying such sum by the lgable Day Count Fraction, and

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

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

applicable market convention.

If a Fixed Coupon Amount or a Broken Amount is @gfed in the applicable Final
Terms, the amount of interest payable on eachdstdPayment Date will amount to
the Fixed Coupon Amount or, if applicable, the BrolAmount so specified.

If interest is required to be calculated foiperiod 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 itstauting nominal amount from
(and including) the Interest Commencement Dateifspeédn the applicable Final
Terms and such interest will be payable in arreaeach interest payment date
(each aSpecifiedinterest Payment Dadewhich (save as otherwise mentioned in
these Conditions or the applicable Final Termds fille number of months or other
period specified as the Interest Period in the iegiple 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 thpliaable 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 s$pdcih accordance with
Condition 5(b)(i) above, the Floating Rate Conwemtisuch Specified
Interest Payment Date shall be postponed to thé deyx which is a
Business Day unless it would thereby fall into tlext calendar month, in
which event (A) such Specified Interest PaymenteDattall be brought
forward to the immediately preceding Business Dayd dB) each
subsequent Specified Interest Payment Date shalieokast Business Day
in the month which falls the number of months dreotperiod specified as
the Interest Period in the applicable Final Ternfterathe preceding
applicable Specified Interest Payment Date occumed

(2) the Following Business Day Convention, suplectfied Interest Payment
Date shall be postponed to the next day whichBasiness Day; or
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3) the Modified Following Business Day Conventisuch Specified Interest
Payment Date shall be postponed to the next daghaibia Business Day
unless it would thereby fall into the next calendaonth, in which event
such Specified Interest Payment Date shall be Wofmyward to the
immediately preceding Business Day; or

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

Business Daymeans:

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

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

(C) 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 banksfamign 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 timeadaapect of Floating Rate Notes
will be determined in the manner specified in thpl@able Final Terms.

(i)  ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the apghlle Final Terms as the
manner in which the Rate of Interest is to be defteed, the Rate of Interest for
each Interest Period will be the relevant ISDA Rates or minus (as indicated in
the applicable Final Terms) the Margin (if any).r Rbhe purposes of this sub-
paragraph (iii) JISDA Ratefor an Interest Period means a rate equal to libegiRg
Rate that would be determined by the Calculatioergr other person specified
in the applicable Final Terms under an interese ravap transaction if the
Calculation Agent or that other person were actisgCalculation Agent for that
swap transaction under the terms of an agreementgarating 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 tipplecable Floating Rate Option

is based on the London inter-bank offered ratBQR) (or, in the case of
Notes denominated or payable in euro, the Eurozotebank market
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(iv)

(EURIBOR)) for a currency, the first day of that InterestiBd or (ii) in
any other case, as specified in the applicablel Fiexans.

For purposes of this sub-paragraph (iiBloating 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 resggatach relevant Interest Period,
the Calculation Agent will be deemed to have disgbd its obligations under
paragraph (g) below in respect of the determinatiothe 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 Terths, Rate of Interest for each
Interest Period will, subject as provided belowgliber:

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

(B) the arithmetic mean (rounded if necessarhéofburth 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 (acated 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 quatatbne 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,onithe case of (A) above, no such
guotation appears or, in the case of (B) abovegffevan three of such offered
guotations appear, in each case as at such tim&dlrulation Agent shall request
the principal London office of each of the Refereanks (as defined below) or,
in the case of the determination of EURIBOR, thiagipal office of each of four
EURIBOR Reference Banks (as defined below) to pl@the Calculation Agent
with its offered quotation (expressed as a pergentate per annum) for deposits in
the Specified Currency for the relevant Interestidéleto leading banks in the
London inter-bank market (or, in the case of théedeination of EURIBOR,
where the Reference Rate of EURIBOR is used foedldenominated or payable
in euro, the Eurozone interbank market) as at HLrOO(London time or, where the
Reference Rate is EURIBOR, Brussels time) on therdést Determination Date in
guestion. If two or more of the Reference Banksaerthe case may be, EURIBOR
Reference Banks provide the Calculation Agent sitlch offered quotations, the
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Rate of Interest for such Interest Period shaltHgearithmetic 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 onlyone of the Reference Banks or,
as the case may be, EURIBOR Reference Banks, m®\hte Calculation Agent
with such an offered quotation as provided abotie, Rate of Interest for the
relevant Interest Period shall be the rate per mnwhich the Calculation Agent
determines as being the arithmetic mean (roundgut@éded above) of the rates,
as communicated to (and at the request of) theu@ailon 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 &1n@0(London time or, where
the Reference Rate is EURIBOR, Brussels time) oe thlevant Interest
Determination Date, deposits in the Specified Ghwyefor the relevant Interest
Period by leading banks in the London inter-bankkeia(or, in the case of the
determination of EURIBOR, where the Reference RAIEURIBOR is used for
Notes denominated or payable in euro, the Eurozotbank market) plus or
minus (as indicated in the applicable Final Terthg)Margin (if any) or, if fewer
than two of the Reference Banks or, as the case bea)eURIBOR Reference
Banks, provide the Calculation Agent with such dterates, the offered rate for
deposits in the Specified Currency for the relevatdrest Period, or the arithmetic
mean (rounded as provided above) of the offerezbrimr deposits in the Specified
Currency for the relevant Interest Period, at whiom the relevant Interest
Determination Date, any one or more banks (whictklm banks is or are suitable
for such purpose) informs the Calculation Agensitjuoting to leading banks in
the London inter-bank market (or, in the case ef dietermination of EURIBOR,
the Eurozone interbank market) (or, as the casebmathe quotations of such bank
or banks to the Calculation Agent) plus or minus ifadicated in the applicable
Final Terms) the Margin (if any), provided thattlie Rate of Interest cannot be
determined in accordance with the foregoing prowisiof this sub-paragraph (iv),
the Rate of Interest shall be the sum of the Maagid the offered rate or (as the
case may be) the arithmetic mean of the offeregbriaist determined in relation to
the Notes in respect of the preceding InteresiBeri

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

Reference Banksneans, in the case of (A) above, those banks whibseed rate
was used to determine such quotation when suclatioiotlast appeared on the
Relevant Screen Page and, in the case of (B) altbwse banks whose offered
guotations last appeared on the Relevant Screea Whgn 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 relefamdl Terms or, if none is so
specified, (i) the first day of such Interest Pdrib the Specified Currency is
Sterling or (ii) the second Business Day in Longwoior to the commencement of
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(€)

(d)

(e)

such Interest Period if the Specified Currencyaiher Sterling nor euro or (iii) the
second TARGET Business Day prior to the commencewfesuch 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)é®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-bafféred rate (or, in the case of
Notes denominated or payable in euro, the Euroruaebank market offered rate),

the Rate of Interest in respect of such Notes lvélldetermined 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 prindgammproperly withheld or refused. In
such event, interest will continue to accrue theréas well after as before any demand or
judgement) at the rate then applicable to the pat@mount of the Notes or such other rate
as may be specified in the relevant Final Termd the date on which, upon (except in the
case of any payment where presentation and/orrelereof the relevant Note is not required
as a precondition of payment) due presentatiom®fr¢levant Note, the relevant payment is
made or, if earlier (except in the case of any paymvhere presentation and/or surrender of
the relevant Note is not required as a preconditfopayment), the seventh day after the date
on which the Agent having received the funds rexflto make such payment, notice is given
to the Noteholders in accordance with ConditiorofLlEhat 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 Intemestespect of any such Interest Period
determined in accordance with the above provisisnkess than such Minimum Rate of
Interest, the Rate of Interest for such Interesioldeshall be such Minimum Rate of Interest.
If the applicable Final Terms specify a Maximum &af Interest for any Interest Period
then, in the event that the Rate of Interest ipe@esof any such Interest Period determined in
accordance with the above provisions is greatem thach Maximum Rate of Interest, the
Rate of Interest for such Interest Period shalumh Maximum Rate of Interest.

Determination of Rate of Interest and Calculatadriinterest Amount

With respect to Floating Rate Notes, the CalcotathAgent will, at or as soon as
practicable after each time at which the Rate tdrbst is to be determined, determine the
Rate of Interest and calculate the amount of istdteelnterest Amounj payable in respect
of any Notes in respect of each Calculation Amdastspecified in the relevant Final Terms)
for the relevant Interest Period.
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Each Interest Amount for Fixed Rate Notes and tiFigaRate Notes shall be

calculated by applying the Rate of Interest to gaaltulation Amount multiplying such sum
by the applicable Day Count Fraction, and roundhmg resultant figure to the nearest sub-
unit of the relevant Specified Currency, half of/auch sub-unit being rounded upwards or
otherwise in accordance with applicable market eation.

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

(i)

(ii)

(iii)

(iv)

if Actual/Actual or Actual/Actual (ISDA) is specified in the relevant Final Terms as
being applicable, the actual number of days inGha&ulation Period divided by 365
(or, if any portion of that Calculation Period faln 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);

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

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 théndaediately following the last
day of the Interest Period falls;

M, is the calendar month, expressed as a numberiochwhe 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 nurabéine Interest Period, unless such
number would be 31, in which case Will be 30; and
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D, is the calendar day, expressed as a number, imategdifollowing the last day
included in the Interest Period, unless such numloedd be 31 and Pis greater than
29, in which case pwill be 30;

In these Conditionsub-unit means, with respect to any currency other thao, ébhe lowest
amount of such currency that is available as leggader in the country of such currency and,
with respect to euro, means one cent.

v)

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 théndaediately following the last
day of the Interest Period falls;

M, is the calendar month, expressed as a numberichwhe 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 nuralbéine 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 numimeld be 31, in which case,ill
be 30;
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(vi)

(Vi)

if 30E/360 (ISDA)is specified in the relevant Final Terms, the nemii 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 théndaediately following the last
day of the Interest Period falls;

M. is the calendar month, expressed as a numberiochwhe 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 nurobéng Interest Period, unless (i) that
day is the last day of February; or (ii) such numieuld be 31, in which case; il
be 30; and

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

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

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

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

(A) the actual number of days in such Calculafaniod falling in the
Determination Period in which it begins divided thy product of
(1) the actual number of days in such Determinakeniod; and
(2) the number of Determination Periods in anyquenf one year;
and
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(f)

(9)

(h)

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

Determination Periodmeans the period from and including a Determinabate in
any year to but excluding the next DeterminationeDa

Determination Datemeans the date specified as such in the relevaat Ferms or, if
none is so specified, the Interest Payment Data(d¢he Specified Interest Payment
Dates, as the case may be; and

Rate of Interestmeans the rate of interest payable from timerte tin respect of the
Notes and that is either specified or calculateddeordance 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 whictthe 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 Iréérend each Interest Amount for
each Interest Period and the relevant Interest BalyiDate 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 othewapteauthority and the rules of such
exchange, quotation system or other relevant aityheo require, to any such relevant
exchange, quotation system and/or other relevahbsty, and to be published in accordance
with Condition 15 as soon as possible after thetexnination but (i) in no event later than
the first day of the relevant Interest Period thées, if determined prior to such time or
(i) in all other cases, as soon as practicabldrbob event later than the fourth Business Day
after such determination. Each Interest Amount hnierest Payment Date or Specified
Interest Payment Date, as the case may be, sdedotifay subsequently be amended (or
appropriate alternative arrangements made by waygjostment) without notice in the event
of an extension or shortening of the Interest Rerib the Notes are listed on a stock
exchange, quotation system or other relevant atyhand the rules of such exchange,
guotation system or other relevant authority saiireg any such amendment will be promptly
notified to any such relevant exchange, quotatj@tesn and/or other relevant authority.

Certificates to be final

All certificates, communications, opinions, detemations, calculations, quotations and
decisions given, expressed, made or obtained frpilrposes of the provisions of this
paragraph (b) shall (in the absence of wilful défdaad faith or manifest error) be binding on
the Issuer, the Guarantor, the Agent, the Payingnfggand all Noteholders and (in the
absence as aforesaid) no liability to the Issuer,Guarantor or the Noteholders shall attach
to the Agent in connection with the exercise or-egarcise by them of their powers, duties
and discretions pursuant to such provisions.
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6. Redemption and Purchase
(@) Redemption at Maturity

Unless previously redeemed or purchased and dadas specified below, each Note will
be redeemed by the Issuer, failing which the Guaraat its Final Redemption Amount specified in,
or determined in the manner specified in, the apple Final Terms in the relevant Specified
Currency on the Maturity Date specified in the &atlle 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 (e tcase of a Floating Rate Note). Such Final
Redemption Amount in respect of any Note shalltbgiincipal 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, asieable, or of any political subdivision thereof or
any authority or agency therein or thereof havirmvgr 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 Emeal 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 byldheer 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 samunistances 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 aptiod 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 dlistanding 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 Redemptfonount Tax) as may be specified in or
determined in accordance with the relevant FinaiiBg less, in the case of any Instalment Note, the
aggregate amount of all instalments that shall eaemme due and payable in respect of such Note
prior to the date fixed for redemption under anyeotCondition (which amount, if and to the extent
not then paid, remains due and payable), togetiteragcrued interest (if any) thereon, provided,
however, that no such notice of redemption may ilkengearlier than 90 days (or, in the case of
Notes which bear interest at a floating rate a remab days which is equal to the aggregate of the
number of days falling within the then current et period applicable to the Notes plus 60 days)
prior to the earliest date on which the IssuetherGuarantor, as applicable, would be obliged to pa
such additional amounts were a payment in resgebhedNotes 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 appliedfihal Terms) given not more than 60 nor less
than 30 days’ notice to the Agent and, in accordanith 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 Redemptiomount(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 Datd(s}he event of a redemption of some only of
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the Notes, such redemption must be of a nominalatreeing 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 Notede redeemed will be selected individually by
lot, subject to compliance with applicable law dhe rules of each listing authority, stock exchange
and/or quotation system (if any) by which the Nobese then been admitted to listing, trading
and/or quotation, not more than 60 days prior éodate 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 witd rules of Euroclear and/or Clearstream,
Luxembourg (to be reflected in the records of Elgmcand Clearstream, Luxembourg as either a
pool factor or a reduction in nominal amount, &irtlliscretion).

(d) Residual Maturity Call Option

If a Residual Maturity Call Option is specified e relevant Final Terms as being
applicable, the Issuer may, on giving not less thamor more than 30 days’ irrevocable notice to
the Noteholders in accordance with Condition 15i¢Wwotice shall specify the date fixed for
redemption (thékesidual Maturity Call Option Redemption Dade redeem all (but not only some)
of the outstanding Notes comprising the relevanieSeat their principal amount together with
interest accrued to, but excluding, the Residualiukity Call Option Redemption Date, which shall
be no earlier than (i) three months before the kitgtDate in respect of Notes having a maturity of
not more than ten years or (ii) six months befdmwe Maturity Date in respect of Notes having a
maturity of more than ten years, unless otherwigeified in the relevant Final Terms.

For the purpose of the preceding paragraph, theriabf not more than ten years or the
maturity of more than ten years shall be determaseffom 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 eisgbapplicable and a
Substantial Purchase Event has occurred and isnaorg, 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 irre\aden redeem the Notes comprising the relevant
Series in whole, but not in part, in accordancéwitese Conditions at any time, in each case at the
principal amount, together with any accrued andaithjnterest 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 80cest. of the
aggregate principal amount of the Notes of theveaie 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 &utar (and in each case is cancelled in accordance
with Condition 6(e));
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()] 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 withreddvant laws, regulations and directives and on
giving not less than 15 nor more than 30 days’caotio the Agent, and, in accordance with
Condition 15, the Noteholders redeem the Notes dsing 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 (thélake-
Whole Redemption Dajeat their Make-Whole Redemption Amount (as defibebbw).

In the case of a partial redemption of Notes, théehlto be redeemeBédeemed Notgsvill

() in the case of Redeemed Notes represented fyitde Notes, be selected individually by lot,
not more than 30 days prior to the date fixed &mtemption and (ii) in the case of Redeemed Notes
represented by a global Note, be selected in aaooed with the rules of Euroclear and/or
Clearstream, Luxembourg (to be reflected in thends of Euroclear and Clearstream, Luxembourg
as either a pool factor or a reduction in nomimabant), 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 Notesst afl the serial numbers of such Redeemed
Notes will be published in accordance with Conditid not less than 15 days prior to the date fixed
for redemption.

Make-Whole Redemption Amounineans in respect of any Notes to be redeemed aurdm
calculated by, at the election of the Issuer, thgerk or a leading investment, merchant or
commercial bank appointed by the Issuer for thepses 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 amaifrthe Notes so redeemed and, (y) the sum of the
then present values of the remaining scheduled atgmof principal and interest on such Notes (not
including any interest accrued on the Notes to,exatuding, the relevant Make-Whole Redemption
Date) discounted to the relevant Make-Whole RedmmdDate on an annual basis at the Make-
Whole Redemption Rate (specified in the relevangFiTerms) plus a Make-Whole Redemption
Margin (specified in the relevant Final Terms),9lo 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 Fida@rms 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 accordaiiite the terms specified in the applicable Final
Terms in whole (but not in part) such Note on thei@al 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 specifiedhe televant Final Terms as being applicable
and a Change of Control occurs and, during the @hani Control Period, a Rating Downgrade

occurs (together, &hange of Control Event each holder of Notes will have the option (the
Change of Control Put Optionto require the Issuer to redeem or, at the ISswgtion, to procure
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the purchase of such Notes on the Change of CoRedemption 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 fRelevant
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 Directarsother governing body, whether obtained
directly or indirectly, whether obtained by ownepslof share capital, the possession of voting
rights, contract or otherwise.

Change of Control Periodneans the period commencing on the date on whiehelevant Change
of Control occurs or the date of the first relevé&dtential Change of Control Announcement,
whichever is the earlier, and ending on the datelwis 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 Contral.

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’9); (c) Fitch
Ratings Ltd Fitch Ratings); or (d) any other credit rating agency of equivalent international
standing specified from time to time by the Issaed, in each case, their respective successors or
affiliates.

A Rating Downgradeshall be deemed to have occurred in respect dfam@® of Control if, within
the Change of Control Period, the rating previoaslgigned 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 numbdRaifng 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 itsliearcredit rating or better, such that there is no
longer a downgrade or withdrawal by the requisitenber of Rating Agencies. For these purposes,
therequisite number of Rating Agencieshall mean (i) at least two Rating Agencies, tithe time

of the rating downgrade or withdrawal, three or enBiating Agencies have assigned a credit rating
to the Guarantor, or (i) at least one Rating Ageifc at 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 Downgratell 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 Raiigencies 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 Bueduction or withdrawal was the result, in whole
or part, of any event or circumstance compriseinarising 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 includinga®@ and including Baa3 (or equivalent successor categories);
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(3) with respect to Fitch Ratings, any of the categs from 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 frometito time by the Issuer, a rating that is equiMale
to, or better than, the foregoing.

Change of Control Redemption Amoumheans an amount equal to par plus interest actouledt
excluding the Change of Control Redemption Date.

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

To exercise the Change of Control Put Option taiiregredemption or, as the case may be, purchase
of a Note under this section, the holder of thateNuoust transfer or cause to be transferred itefNot
to be so redeemed or purchased to the accounteoPdlying Agent specified in the Put Option
Notice for the account of the Issuer within theigei(thePut 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 frone tspecified office of any Paying Agent Pat
Option Noticg and in which the holder may specify a bank actéamvhich payment is to be made
under this section.

The Issuer shall redeem or, at the option of thads procure the purchase of the Notes in regfect
which the Change of Control Put Option has beerdlyaéxercised as provided above, and subject
to the transfer of such Notes to the account ofRhging Agent 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 Dgte Payment in respect of any Note so transferriddoa made

in the relevant Specified Currency to the holdethe relevant Specified Currency denominated
bank account in the Put Option Notice on the Chasfgéontrol 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 orsadgtion, purchase (or procure the purchase of)
all (but not some only) of the remaining Notes lwitt Series, each at par together with (or, where
purchased, together with an amount equal to) isteaecrued to (but excluding) the date of such
redemption or purchase.

0] Early Redemption Amounts

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

(A) the Reference Price specified in the applicabital Terms; and
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(B) the product of the Accrual Yield specified hetapplicable Final Terms (compounded
annually) being applied to the Reference Price fand 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 armhdéno be made for a period which is
not a whole number of years, the calculation ipees of the period of less than a full year shell b
made on the basis of a 360-day year consistin@ ahdnths of 30 days each and, in the case of an
incomplete month, the number of days elapsed.

()] Instalments

If the Notes are repayable in instalments, theYvélrepaid in the Instalment Amounts and
on the Instalment Date specified in the applic&ital Terms.

(K) Purchases

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

)] Cancellation

All Notes which are redeemed in full will forthwithe cancelled and Notes which are
purchased by or on behalf of the Issuer, the Gtiaran any Subsidiary of the Guarantor may, at the
election of the Issuer, be cancelled (togethemichecase with all unmatured Receipts and Coupons
attached thereto or delivered therewith). Notescipased by or on behalf of the Issuer, the
Guarantor or any Subsidiary of the Guarantor maybeaeissued or 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 Coudote upon redemption of such Zero
Coupon Note pursuant to paragraph (a), (b), (depabove or upon its becoming due and repayable
as provided in Condition 11 is improperly withheadd refused, the amount due and repayable in
respect of such Zero Coupon Note shall be the atmalculated 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 repgaedfierences 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.
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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 pawyéh, or by a cheque in such
Specified Currency drawn on, a bank in the pririciipencial centre of the country of
such Specified Currency; and

(i)  payments in euro will be made by transfer teuao account (or any other account to
which euro may be credited or transferred) maieigiby 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 any fisrabther 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 Communitegs 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 Noteill (subject as provided below) be
made in the manner provided in paragraph (a) ala@anst surrender of definitive Notes and
payments of interest in respect of definitive Notél (subject as provided below) be made as
aforesaid against surrender of Coupons, in each aathe specified office of any Paying Agent
outside the United States.

Payments of instalments (if any) of principal, otti@n the final instalment, will (subject as
provided below) be made against presentation arréreler of the relevant Receipt. Each Receipt
must be presented for payment of the relevantlmstat together with the definitive Note to which
it appertains. Receipts presented without the die#nNotes to which they appertain do not
constitute valid obligations of the Issuer. Upba tlate on which any definitive Note becomes due
and repayable, unmatured Receipts (if any) appéntpithereto (whether or not attached) shall
become void and no payment shall be made in resipeof.

Fixed Rate Notes in definitive form should be preed for payment together with all
unmatured Coupons appertaining thereto (which espoa shall for this purpose include Coupons
falling to be issued on exchange of matured Talda#ing which the amount of any missing
unmatured Coupon (or, in the case of payment nioigb@ade in full, the same proportion of the
amount of such missing unmatured Coupon as the sumaid bears to the sum due) will be
deducted from the sum due for payment. Each anwofunatincipal so deducted will be paid in the
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manner mentioned above against surrender of tladivelmissing 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 hawive void under Condition 14) or, if later,
five years from the date on which such Coupon watitgtrwise have become due. Upon any Fixed
Rate Note becoming due and repayable prior to #gukity 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 ifindive 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 maxbleange for further Coupons shall be made in
respect thereof.

If the due date for redemption of any definitivet®lis not an Interest Payment Date or a
Specified Interest Payment Date, interest (if aaggrued 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 babpaynly against surrender of the relevant
definitive Note.

Payments of principal and interest (if any) in exdpof Notes represented by any global
Note will (subject as provided below) be made im thanner specified above in relation to definitive
Notes and otherwise in the manner specified inréhevant 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 kgmyment made against presentation or surrender
of such global Note, distinguishing between anynpaiyt of principal and any payment of interest,
will be made on such global Note by the Agent amchsrecord shall bprima facieevidence that
the payment in question has been made.

The holder of the relevant global Note shall bedhky person entitled to receive payments
in respect of Notes represented by such global datk 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 padraubminal amount of Notes must look solely to
Euroclear or Clearstream, Luxembourg, as the casehm®, for his share of each payment so made
by the Issuer or, as the case may be, the Guaramtor to the order of, the holder of the relevant
global Note. No person other than the holder ef tblevant global Note shall have any claim
against the Issuer or, as the case may be, the@®oain respect of any payments due on that global
Note.

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

(i) the Issuer has appointed Paying Agents witltiipe offices outside the United States
with the reasonable expectation that such Payingntsgwould be able to make
payment at such specified offices outside the Wni&ates of the full amount of
interest on the Notes in the manner provided aldhen due;
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(i)  payment of the full amount of such interessath specified offices outside the United
States is illegal or effectively precluded by exuipa controls or other similar
restrictions; and

(i)  such payment is then permitted under Unitedt& law without involving, in the
opinion of the Issuer and the Guarantor, adversedgasequences 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 noticéhm 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 afées follows:

(i each Specified Denomination will be deemed ¢odenominated in such amount of
euro as is equivalent to its denomination in thec8@d Currency at the Established
Rate, subject to such provisions (if any) as tonddog (and payments in respect of
fractions consequent on rounding) as the Issuerdeaige, and as 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 Conditasthe Issuer may decide and as may be
specified in the notice, to conform them to coni@rdg then applicable to instruments
denominated in euro or to enable the Notes to beatmlated with one or more issues
of other notes, whether or not originally denomichin the Specified Currency or
euro.

(d) Exchangeability

The Issuer may without the consent of the Notelislde the holders of related Receipts or
Coupons, on giving at least 30 days’ prior noticdhte Noteholders in accordance with Condition
15, elect that, with effect from the Redenominatidate or such later date for payment of interest
under the Notes as it may specify in the notice,Nlotes shall be exchangeable for Notes expressed
to be denominated in euro in accordance with sudmgements as the Issuer may decide and as
may be specified in the notice, including arrangets)eunder which Receipts and Coupons
unmatured at the date so specified become void.
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In this Condition, the following expressions hake following meanings:

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

Redenomination Datemeans any date for payment of interest under thedNspecified by
the Issuer which falls on or after the date on Whie country of the Specified Currency participate
in European Economic and Monetary Union pursuattéolreaty.

(e) Payment Day
If the date for payment of any amount in respecamj Note, Receipt or Coupon is not a
Payment Day, the holder thereof shall not be ewtitb 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 otherpésafied in the applicable Final TernRayment
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 Spedft@urrency (if other than London and
which if the Specified Currency is Australian dodlsshall 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 payablehwiespect 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;

(v) inrelation to Notes redeemable in instalmettits,Instalment Amounts; and

(vi) any premium and any other amounts which maydgable under or in respect of the
Notes.
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Any reference in these Conditions to interest ispeet of the Notes shall be deemed to
include, as applicable, any additional amounts Wwiniay be payable with respect to interest under
Condition 10.

8. Agent and Paying Agents

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

The Issuer and the Guarantor are entitled to vatgrainate 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 systeate will at all times be a Paying
Agent with a specified office in such place as nimey 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 nobbkged 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 shathfeith appoint a Paying Agent having a
specified office in New York City in the circumstaas described in the final paragraph of Condition
7(b). Any variation, termination, appointment tiaage shall only take effect (other than in thescas
of insolvency, when it shall be of immediate effeafter not less than 30 nor more than 45 days’
prior notice thereof shall have been given to thateNolders 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 aftey 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 Spednterest Payment Date, as appropriate,
on which the final Coupon comprised in any Couploeets 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 fnovisions 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 whé&linal Coupon comprised in the relative
Coupon sheet matures.
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10. Taxation

All amounts payable (whether in respect of prinGipgdemption amount, interest or
otherwise) in respect of the Notes will be mades femnd clear of and without withholding or
deduction for or on account of any present or uttaxes, duties, assessments or governmental
charges of whatever nature imposed or levied yndoehalf of The Netherlands or the Kingdom of
Spain, as the case may be, or any political susidivithereof 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 meguipursuant to an agreement described in
section 1471(b) of the Code. In that event, thedssfailing which the Guarantor, will pay such
additional amounts as may be necessary in ordethibanet amounts receivable by any Noteholder
after such withholding or deduction shall equal thepective amounts which would have been
receivable by such Noteholder in the absence df suihholding or deduction; except that no such
additional amounts shall be payable in relatioarigp payment in respect of any Notes or Coupon:

0] to, or to a third party on behalf of, a Notethed who is liable to such taxes, duties,
assessments or governmental charges in respegtlofNotes by reason of his having
some connection with The Netherlands or, as aggbcahe Kingdom of Spain other
than the mere holding of such Notes or Coupon; or

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

(i) in case of unlisted notes, where such witlding or deduction of taxes, duties,
assessments or governmental charges of whatsoetareris imposed, withheld or
deducted by reason of the Noteholder failing to glgnwith the Guarantor’'s request
addressed to the Noteholder to provide a validfiate of tax residence duly issued
by the tax authorities of the country of tax resicke of the Noteholder (or any other
form of declaration, claim, certificate, documemt ather evidence required by the
relevant taxing authority from time to time), whi¢he Noteholder is required to
provide by the applicable tax laws and regulatiohthe relevant taxing authority as a
precondition to exemption from deduction or withiol of, taxes, duties, assessments
or governmental charges of whatsoever nature intbdse such relevant taxing
authority; or

(iv)  where such withholding or deduction is reqdifgursuant to an agreement described in
Section 1471(b) of the Code or otherwise imposagduyant 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 ddepapable, but if the full amount of the moneys
payable has not been received by the Agent onior for 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 bddy 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 Nethads or the Kingdom of Spain, as the case may
be, references herein to The Netherlands and thgd$im of Spain respectively shall be read and
construed as references to The Netherlands or ithgdm of Spain, as the case may be, 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 alajtianal amounts which may be payable under
this Condition 10.

11. Events of Default

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

(@) Non-paymentthe Issuer fails to pay any amount of principateéspect of the Notes
within 7 days of the due date for payment theredhibs to pay any amount of interest
in respect of the Notes within 14 days of the daie dor payment thereof; or

(b)  Breach of other obligationsthe Issuer or the Guarantor defaults in the perdoce or
observance of any of its other obligations undenaespect of the Notes or the Deed
of Guarantee and such default remains unremedie@Godays after written notice
thereof, addressed to the Issuer and the Guardnytomny Noteholder, has been
delivered to the Issuer and the Guarantor or tepeeified office of the Agent; or

(c) 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 wHaa or (as the case may be) within
any originally applicable grace period; (i) anychuRelevant Indebtedness becomes
(or becomes capable of being declared) due andbfmymior to its stated maturity
otherwise than at the option of the Issuer, ther@ntar or (as the case may be) the
relevant Principal Subsidiary or (provided that ewent of default, howsoever
described, has occurred) any person entitled th Retevant Indebtedness; or (iii) the
Issuer, the Guarantor or any of their respectivieciral Subsidiaries fails to pay when
due any amount payable by it under any GuaranteangfRelevant Indebtedness,
provided that the amount of Relevant Indebtednegsmed to in sub-paragraph (i)
and/or sub-paragraph (ii) above and/or the amowyalpe 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

(d) Unsatisfied judgementone or more judgement(s) or order(s) for the paymémny
amount is rendered against the Issuer, the Guarangmy 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 datxen specified for payment; or

(e) Security enforceda secured party takes possession, or a receiveragesa or other
similar officer is appointed, of the whole or angripof the undertaking, assets and
revenues of the Issuer, the Guarantor or any a@f thepective Principal Subsidiaries
(if any); or
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()] Insolvency etc (i) the Issuer, the Guarantor or any of their retipe Principal
Subsidiaries (if any) becomes insolvent, is adjaigid bankrupt (or applies for an order
of bankruptcy) or is unable to pay its debts ay tladl due, (ii) an administrator or
liquidator of the Issuer, the Guarantor or anyhditt respective Principal Subsidiaries
(if any) or of the whole or any part of the undkitg, assets and revenues of the
Issuer, the Guarantor or any of their respectivencifyal Subsidiaries (if any) is
appointed (or application for any such appointmsnimade), (iii) the Issuer, the
Guarantor or any of their respective Principal &libges (if any) takes any action for
a readjustment or deferment of any of its obligatior makes a general assignment or
an arrangement or composition with or for the bieredfits creditors or declares a
moratorium in respect of any of its Indebtednesarnyr Guarantee of any Indebtedness
given by it or (iv) the Issuer, the Guarantor ory af their respective Principal
Subsidiaries (if any) ceases or threatens to deaszry on all or substantially all of its
business (otherwise than, in the case of a PrihSiplsidiary of the Issuer (if any) or a
Principal Subsidiary of the Guarantor (other thhe tssuer), for the purposes of or
pursuant to an amalgamation, reorganisation oruesiring whilst solvent); or

() Winding up etc an order is made or an effective resolution is @ager the winding
up, liquidation or dissolution of the Issuer, theaBantor 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 of tBuarantor, for the purposes of or
pursuant to an amalgamation, reorganisation oruesiring 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 anythef events referred to in
paragraphs (d) to (g) above including, but not tiahito, surseance van betalingnd
concursorespectively; or

0] Failure to take action etcany action, condition or thing at any time requitedoe
taken, fulfilled or done in order (i) to enable tissuer and the Guarantor lawfully to
enter into, exercise their respective rights antope and comply with their respective
obligations under and in respect of the Notes Aadeed 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 Guarawhedssible 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 tBaiarantor to perform
or comply with any of its obligations under or ispect of the Notes or the Deed of
Guarantee; or

(k) Deed of Guarantee not in forceghe 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 contraijethe
Guarantor.

If any Event of Default shall occur in relationday Series of Notes, any Noteholder of the
relevant Series may, by written notice to the Issural 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, whereuthensame shall become immediately due and
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payable at its early termination amount (tBarly Termination Amoun) (which shall be its
principal amount or such other Early Termination@mt as may be specified in or determined in
accordance with the relevant Final Terms) lesgh@ncase of any Instalment Note, the aggregate
amount of all instalments that shall have becormeahd payable in respect of such Note under any
other Condition prior to the date fixed for redeiopt(which amount, if and to the extent not then
paid, remains due and payable), together with mtirést (if any) accrued thereon without
presentment, demand, protest or other notice oflkamg, all of which the Issuer will expressly
waive, anything contained in such Notes to the remptnotwithstanding, unless, prior thereto, all
Events of Default in respect of the Notes of tHevant Series shall have been 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 Guaramtwse total assets,
income before taxes or sales (excluding intra-gritenps) then equal or exceed ten per cent. (10%)
of the total assets, income before taxes or sdldedsas Natural Fenosa Group (on a consolidated
basis) and, for this purpose:

(i) the total assets, income before taxes and sdilasSubsidiary of the Guarantor will be
determined from its financial statements (constdéidaif it has Subsidiaries) upon

which the latest annual audited financial statemeifithe Gas Natural Fenosa Group
have been based:;

(i) if a Subsidiary of the Company becomes a mentfehe Gas Natural Fenosa Group
after the date on which the latest audited findnsiatements of the Gas Natural
Fenosa Group have been prepared, the total assaise before taxes and sales of
that Subsidiary will be determined from its latestiual financial statements;

(iii)  the total assets, income before taxes anessal the Gas Natural Fenosa Group will be
determined from its latest annual audited financ#tements, adjusted (where
appropriate) to reflect the total assets, inconferbdaxes 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 Subsidigll immediately cease to be
Principal Subsidiary and the other Subsidiary t(ifsi not already) will immediately
become a Principal Subsidiary and, for the avoidan€ doubt, the subsequent
financial statements of those Subsidiaries and3as Natural Fenosa Group will be
used to determine whether those Subsidiaries ameijpal Subsidiaries or not.

A report by the Directors of the Guarantor thathieir 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 Auditatdressed to the Directors of the Guarantor as
to proper extraction of the figures used by theeBtiors of the Guarantor in determining the
Principal Subsidiaries of the Guarantor and mathiealaaccuracy of the calculations shall, in the
absence of manifest error, be conclusive and bindimthe Noteholders.
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12. Meetings of Noteholders

The Agency Agreement contains provisions (whichlishave 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 Extdawary 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 eeslthan 75 per cent. of the persons voting thereat
upon a show of hands or if a poll be duly demartied by a majority consisting of not less than 75
per cent. of the votes given on such poll.

The Agency Agreement provides that a resolutiomwiiting signed by or on behalf of the
holders of not less than 75 per cent. in nominhlevaf the Notes outstanding shall for all purposes
be as valid and effective as an Extraordinary Regol passed at a meeting of Noteholders duly
convened and held. Such a resolution in writing b® 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 AganLondon (or such other place as may be
notified to the Noteholders), subject to all apphite laws and listing authority, stock exchange
and/or quotation system requirements upon paymerthd 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 NoRsceipts, 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) éivel years (in the case of interest) after the Raathe
Date (as defined in Condition 10) therefor.

There shall not be included in any Coupon sheee®n exchange of a Talon any Coupon
the claim for payment in respect of which wouldvo&d 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 ubfished 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 theialffiist of the Luxembourg Stock
Exchange and the rules of that stock exchange quared 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 oéige circulation in Europe. Any such notice
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shall be deemed to have been given on the datecbfgublication or, if published more than once
or on different dates, on the first date on whiabljgation is made.

Until such time as any definitive Notes are issubdre may, so long as any global Note is
held in its entirety on behalf of Euroclear andBearstream, Luxembourg be substituted for such
publication as aforesaid the delivery of the refgvaotice to Euroclear and/or Clearstream,
Luxembourg for communication by them to the Notelkod in accordance with their respective
rules and operating procedures. Any such noticdl &fea deemed to have been given to the
Noteholders on the day on which the notice was rgite Euroclear and/or Clearstream,
Luxembourg, as appropriate.

Notices to be given by any Noteholder shall be fitimg 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 hadtker to the Agent via Euroclear and/or
Clearstream, Luxembourg, as the case may be, im mamner 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 timehout the consent of the Noteholders to
create and issue further notes rankpagi passuin all respects (or in all respects save for e f
payment of interest thereon) with the outstandimgeN 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 resgeeny Series of Notes issued by the
Issuer (theRelevant Noteswithout the consent of any Noteholder, substifotethe
Issuer any other body corporate incorporated inamntry in the world as the debtor
in respect of the Notes and the Agency Agreemdmd Substituted Debtdr upon
notice by the Issuer, the Guarantor and the Substit Debtor to be given by
publication in accordance with Condition JBovided that:

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

(i)  the Issuer, the Guarantor and the Substitubedbtor have entered into such
documents (th&®ocument$ as are necessary to give effect to the subsfituti
and in which the Substituted Debtor has undertakenfavour of each
Noteholder of the Relevant Notes to be bound byeh€onditions and the
provisions of the Agency Agreement as the debtaegpect of such Notes in
place of the Issuer (or of any previous substitutéer this Condition 17);

(i) if the Substituted Debtor is resident for t@xirposes in a territory (thdew
Residencg other than that in which the Issuer prior to sgcibstitution was
resident for tax purposes (tlermer Residencethe Documents contain an
undertaking and/or such other provisions as maydmessary to ensure that
each Noteholder of the Relevant Notes has the leofetin undertaking in
terms corresponding to the provisions of Conditlén with, where applicable,
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(b)

(c)

(d)

the substitution of references to the Former Residewith references to the
New Residence;

(iv) the Guarantor guarantees the obligations efSbstituted 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 swiisti and for the
performance by the Substituted Debtor of its otiiges under the Documents
and for the performance by the Guarantor of itsgaltibons under the Guarantee
as they relate to the obligations of the Subsiitidebtor under the Documents;

(vi) each stock exchange on which the Relevant Naee listed shall have
confirmed that, following the proposed substitutiointhe Substituted Debtor,
the Relevant Notes will continue to be listed oorsstock exchange;

(viiy a legal opinion shall have been deliveredhie Agent (from whom copies will
be available) from lawyers of recognised standimg the country of
incorporation of the Substituted Debtor, confirmimg appropriate, that upon
the substitution taking place (A) the requiremenftshis Condition 17, save as
to the giving of notice to the Noteholders haverbeget and (B) the Notes,
Coupons and Talons are legal, valid and bindinggabibns of the Substituted
Debtor enforceable in accordance with their terms;

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

(ix) if applicable, the Substituted Debtor has dpfeal a process agent as its agent in
England to receive service of process on its beimlfelation 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 suteditfor, and may exercise every
right and power, of the Issuer under the Relevaotedl and the Agency Agreement
with the same effect as if the Substituted Debtat heen named as the Issuer herein,
and the Issuer shall be released from its obligationder the Relevant Notes and
under the Agency Agreement.

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

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 keptthe Agent. Copies of the
Documents will be available free of charge at tpecffied office of each of the
Agents.

18. Governing Law; Submission to Jurisdiction

The Agency Agreement, the Deed of Covenant, thelé&uarantee and the Notes and any
non-contractual obligations arising out of or imnection with them are governed by, and shall be
construed in accordance with, English law, saveCfondition 3 which shall be governed by, and
shall be construed in accordance with, Spanish T&. Issuer and the Guarantor irrevocably agree
for the benefit of the Noteholders that the cowftsEngland shall have jurisdiction to hear and
determine any suit, action or proceedings, ancetibesany 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 orssabently to the laying of the venue of any
Proceedings in the courts of England and any cthah any Proceedings have been brought in an
inconvenient forum and further irrevocably and urditonally agree that a judgement in any
Proceedings brought in the courts of England $f@btionclusive and binding upon each of them and
may be enforced in the courts of any other jurisaiic Nothing in this Condition shall limit any
right to take Proceedings against the Issuer antéGuarantor in any other court of competent
jurisdiction, nor shall the taking of Proceedingsone 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 Wd&tdeet, London EC2V 7EX, United Kingdom
as agent for service of process in England in spieany Proceedings in England and undertake
that in the event of it ceasing so to act the Issmel the Guarantor will forthwith appoint a funthe
person as their agent for that purpose and ndidyname and address of such person to the Agent
and agree that, failing such appointment withite&h days, any Noteholder shall be entitled to
appoint such a person by written notice addressdbe Issuer and the Guarantor and delivered to
the Issuer and the Guarantor or to the specifiédeodf the Agent. Nothing contained herein shall
affect the right of any Noteholder to serve prodesany other manner permitted 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 condgiovhich subject to completion in
accordance with the provisions of the relevant Fimarms, will be endorsed on each Note in
definitive form issued by Gas Natural Capital MageS.A. under the Programme. The terms and
conditions applicable to any Note in global formlwiffer from those terms and conditions which
would apply to the Note were it in definitive fotsmthe extent described in the Base Prospectus
dated 30 November 2017 relating to the Notes, uffdenm of the Notes”.

Gas Natural Fenosa Finance B.V. and Gas NaturataCayarkets, S.A. have established a
Euro Medium Term Note Programme (therogrammeg for the issuance of up to Euro
15,000,000,000 in aggregate nominal amount of N@tesNoteg guaranteed by Gas Natural SDG,
S.A.

Notes issued under the Programme are issued esg@ach a Series) and each Series may
comprise one or more tranches (each a TrancheptafsN Each Tranche is the subject of final terms
(the Final Terms) which completes these terms and conditions @Qbaditiong. 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 Terridie Notes are the subject of an amended and
restated agency agreement dated on or about 30nbaeve2017 (theAgency Agreementwhich
expression shall include any further amendmentsupplements thereto) and made between Gas
Natural Fenosa Finance B.V., Gas Natural Capitatkista, S.A. (thdssuern, Gas Natural SDG,
S.A. as Guarantor (th&uarantor), Citibank, N.A., London Branch in its capacity Agent (the
Agent or Calculation Agent which expressions shall include any successoCitibank, N.A.,
London Branch in its capacity as such) and theriRppigents named therein (tfaying Agents
which expression shall include the Agent and arbsstute or additional Paying Agents appointed
in accordance with the Agency Agreement). The blotke Receipts and the Coupons (each as
defined below) also have the benefit of a deedowénant (the Deed of Covenant, which expression
shall include any amendments or supplements thexdted on or about 30 November 2017
executed by the Issuer in relation to the Noteke Guarantor has, for the benefit of the holders of
the Notes from time to time (tidoteholder3, executed and delivered a deed of guarantedgkel
of Guaranteg dated on or about 30 November 2017 under whidra& guaranteed the due and
punctual payment of all amounts due by the Issndeuthe Notes and the Deed of Covenant as and
when the same shall become due and payable. réfogired by Spanish law, the Issuer will execute
anescritura publica(the Public Deed before a Spanish Notary Public in relation to Naes and
will register such Public Deed with the Mercanfegistry of Barcelona on or prior to the issue date
of the Notes. The Public Deed contains, amongrattiermation, the terms and conditions of the
Notes.

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

Copies of the Deed of Covenant, the Agency Agreéntiee@ Deed of Guarantee and the Final
Terms applicable to the Notes are available fopeation during normal business hours at the
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specified office of each of the Paying Agents, sidnet 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 producdeage satisfactory to the relevant Paying Agent
as to its identity. If the Notes are to be admditte trading on the regulated market of the
Luxembourg Stock Exchange, the applicable FinahiBewill be published on the website of the
Luxembourg Stock Exchange at www.bourse.lu. Alispes from time to time entitled to the
benefit of obligations under any Notes are deeroneltbive notice of, and are entitled to the benefit
of, all the provisions of the Deed of Covenant, mency Agreement, the Deed of Guarantee and
the applicable Final Terms, which are binding anth

Words and expressions defined in the Deed of Cattetfee Agency Agreement, the Deed of
Guarantee or used in the applicable Final TermB kage the same meanings where used in these
Conditions unless the context otherwise requiresntess 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 fofitlee Notes, serially numbered in the
Specified Currency and the Specified Denominationi®vided that in the case of any Notes which
are to be admitted to trading on a regulated mawiéin the European Economic Area or offered to
the public in a Member State of the European Ecandkrea in circumstances which require the
publication of a prospectus under the Prospectusciie, 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 TempQiahyal 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 Termsearo 100,000 (or its equivalent in another
currency)”, in the authorised denomination of ed@0,000 (or its equivalent in another currency)
and integral multiples of euro 100,000 (or its eqlént in another currency) thereafter, or (b)hét
Specified Denomination stated in the relevant Fifiaims is “euro 100,000 (or its equivalent in
another currency) and integral multiples of eur®dQ (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 multiples efiro 1,000 (or its equivalent in another
currency), notwithstanding that no definitive Not# be issued with a denomination above euro
199,000 (or its equivalent in another curreicy

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 Guaraamal 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 asesthd notwithstanding any notice of ownership
or writing thereon or notice of any previous losgheft thereof) for all purposes but, in the cate
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 djiplzal 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 otd$ (in which
regard any certificate or other document issueétmpoclear or Clearstream, Luxembourg as to the
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nominal amount of Notes standing to the accouratnyf person shall be conclusive and binding for
all purposes save in the case of manifest erra@l) ble deemed to be the holder of such nominal
amount of Notes for all purposes other than widpeet to the payment of principal or interest on
the Notes, for which purpose the bearer of thevegleglobal Note shall be deemed to be the holder
of such nominal amount of Notes in accordance waitt subject to the terms of the relevant global
Note (and the expressiorisoteholder and holder of Notesand related expressions shall be
construed accordingly). Notes which are represehtea global Note will be transferable only in
accordance with the rules and procedures for thme tbeing of Euroclear or of Clearstream,
Luxembourg, as the case may be.

Any reference herein to Euroclear and/or Clearstrebuxembourg shall, whenever the
context so permits, except in relation to Notesasisin NGN form, be deemed to include a reference
to any additional or alternative clearance syst@mpra@aved by the Issuer, the Guarantor and the
Agent.

2. Status of the Notes

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

Holders of Notes acknowledge that all Notes issoletb 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 subordiohatredits under Article 92 of the Insolvency Law)
will be ordinary credits (créditos ordinarios) a®fthed by the Insolvency Law. Ordinary credits
rank below credits against the insolvency estatédjtos contra la masa) and credits with a
privilege (créditos privilegiados). Ordinary creslitank above subordinated credits and the rights of
shareholders.

3. Status of the Deed of Guarantee

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

In the event of insolvency (concurso) of the Gutmarunder the Insolvency Law, claims
under the Guarantee relating to Notes (unless teglify 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 viledgiados). Ordinary credits rank above
subordinated credits and the rights of shareholders
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4, Negative Pledge

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

(a)

(b)

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

the Issuer and the Guarantor shall procure tibae of their respective Subsidiaries
will create or permit to subsist any Security lastr(other than a Permitted Security
Interest) upon the whole or any part of its presmnfuture undertaking, assets or
revenues (including uncalled capital) to secure R®yevant Indebtedness or any
Guarantee of any Relevant Indebtedness,

without at the same time or prior thereto (i) sewithe Notes and/or, as the

case may be, the Guarantor’s obligations undebtedd of Guarantee, equally and rateably
therewith or (ii) providing such other security fitne 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 anyoRemny obligation of another
Person to pay such Indebtedness including (withmitiation):

(i)
(ii)

(iii)

(iv)

any obligation to purchase such Indebtedness;
any obligation to lend money, to purchase wbscribe shares or other securities or to
purchase assets or services in order to providelsfuior the payment of such

Indebtedness;

any indemnity against the consequences of edault in the payment of such
Indebtedness; and

any other agreement to be responsible for $ndbbtedness;

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

(i)
(i)
(iii)

(iv)

amounts raised by acceptance under any acaaptaadit facility;

amounts raised under any note purchase fagilit

the amount of any liability in respect of kes 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 exa#s80 days; and
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(v) amounts raised under any other transactionu@ieg, without limitation, any forward
sale or purchase agreement) having the commeftat ef a borrowing;

Permitted Security Interesieans:
0] in relation to the Issuer or any of its Subariis:

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

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

(i)  inrelation to the Guarantor or any of its Sidiaries:

(A) any Security Interest in existence on 17 NovemBO0O5 to the extent that it
secures Relevant Indebtedness outstanding on siieh d

(B) any Security Interest arising by operation aif/land in the ordinary course of
business of the Guarantor or any of its Subsidiakibich does not (either alone
or together with any one or more other such Secliterests) materially impair
the operation of such business and which has nen leamforced against the
assets to which it attaches;

(C) any Security Interest to secure Project Finddelat;

(D) any Security Interest created in respect ofelRRamt Indebtedness of an entity
that has merged with, or has been acquired (wh@theghole or 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 providsegurity 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 @mtral obligation
(x) which was assumed (by operation of law, agredroeotherwise) prior
to such merger or acquisition by an entity whidhsach time, was not a
Subsidiary of the Guarantor, and (y) which remdiegally binding on
such entity at the time of such merger or acquisjtand

(E) any Security Interest that does not fall witkub-paragraphs (A), (B), (C) or
(D) above and that secures Relevant Indebtednesh,whhen aggregated with
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Relevant Indebtedness secured by all other Sechntigyests permitted under
this sub-paragraph, does not exceed euro 50,00Q¢006 equivalent in other
currencies);

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

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

Project Finance Entitymeans any entity in which the Guarantor or anytooSubsidiaries
holds an interest whose only assets and businessaastituted by: (i) the ownership, creation,
development, construction, improvement, exploitatbo operation of one or more of such entity’s
assets, or (ii) shares (or other interests) inctngital 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 pasg of financing a Project Finance
Entity,

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

Relevant Indebtednesseans any Indebtedness which is in the form oépresented by any
bond, note, debenture, debenture stock, loan stmgkificate 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 Interest means any mortgage, charge, pledge, lien or osleeurity interest
including, without limitation, anything analogous any of the foregoing under the laws of any
jurisdiction; and

Subsidiarymeans, in relation to any Person (tinst Person at any particular time, any other
Person (thesecond 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 accordandd 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 omdsinal amount from, and including,
the Interest Commencement Date (which shall belalbe of issue thereof or such other
date as may be specified in the relevant Final Sgimrespect thereof at the rate per
annum (expressed as a percentage) equal to thésRafelnterest specified in the
relevant Final Terms and on the Maturity Date djetiin 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 peri@wden the Interest
Commencement Date and the first Interest Paymetd Balifferent from the periods
between Interest Payment Dates, will amount tartiti@l Broken Amount specified in
the relevant Final Terms. If the Maturity Daten@ an Interest Payment Date, interest
from, and including, the preceding Interest PaymBatte (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 calculateablplying the Rate of Interest to each
Calculation Amount, multiplying such sum by the lgable Day Count Fraction, and

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

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

applicable market convention.

If a Fixed Coupon Amount or a Broken Amount is @gfied in the applicable Final
Terms, the amount of interest payable on eachdstdPayment Date will amount to
the Fixed Coupon Amount or, if applicable, the BrolAmount so specified.

If interest is required to be calculated foperiod 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 itstauting nominal amount from
(and including) the Interest Commencement Dateifspédn the applicable Final
Terms and such interest will be payable in arreaeach interest payment date
(each aSpecifiedinterest Payment Dadewhich (save as otherwise mentioned in
these Conditions or the applicable Final Termd fille number of months or other
period specified as the Interest Period in the iegiple 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 thpliaable 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:
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1)

2

3

in any case where Interest Periods are s$pdcih accordance with
Condition 5(b)(i) above, the Floating Rate Conwemtisuch Specified
Interest Payment Date shall be postponed to thé deyx which is a

Business Day unless it would thereby fall into tlext calendar month, in
which event (A) such Specified Interest PaymenteDatiall be brought
forward to the immediately preceding Business Dayd dB) each

subsequent Specified Interest Payment Date shaliebkast Business Day
in the month which falls the number of months dreotperiod specified as
the Interest Period in the applicable Final Ternfterathe preceding
applicable Specified Interest Payment Date occumed

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

the Modified Following Business Day Conventi such Specified Interest
Payment Date

shall be postponed to the next day which is arss Day unless it would thereby fall into

4)

the next calendar month, in which event such Sigektiinterest Payment
Date shall be brought forward to the immediategcpiding Business Day;
or

the Preceding Business Day Convention, symtiied Interest Payment
Date shall be brought forward to the immediatebBcpding Business Day.

Business Daymeans:

(A)

(B)

(©

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

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

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

(ii)

(iii)

Rate of Interest for Floating Rate Notes

The Rate of Interest payable from time to timeadaapect of Floating Rate Notes
will be determined in the manner specified in thpl@able Final Terms.

ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the apphlle Final Terms as the
manner in which the Rate of Interest is to be defteed, the Rate of Interest for
each Interest Period will be the relevant ISDA Rates or minus (as indicated in
the applicable Final Terms) the Margin (if any).r Rbhe purposes of this sub-
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(iv)

paragraph (iii) JISDA Ratefor an Interest Period means a rate equal to libegiRg
Rate that would be determined by the Calculatioergr other person specified
in the applicable Final Terms under an interese ravap transaction if the
Calculation Agent or that other person were actisgCalculation Agent for that
swap transaction under the terms of an agreementgarating 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 tipplecable Floating Rate Option
is based on the London inter-bank offered rate QFB (or, 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 (iiBloating 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 resggatach relevant Interest Period,
the Calculation Agent will be deemed to have disgbd its obligations under
paragraph (g) below in respect of the determinatiothe 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 Terths, Rate of Interest for each
Interest Period will, subject as provided belowgliber:

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

(B) the arithmetic mean (rounded if necessarhéofburth 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 (acated 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 qumtatbne 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.
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If the Relevant Screen Page is not available,onithe case of (A) above, no such
guotation appears or, in the case of (B) abovegffevan three of such offered
guotations appear, in each case as at such tim&dlrulation Agent shall request
the principal London office of each of the Refereanks (as defined below) or,
in the case of the determination of EURIBOR, thiagipal office of each of four
EURIBOR Reference Banks (as defined below) to pl@the Calculation Agent
with its offered quotation (expressed as a pergentate per annum) for deposits in
the Specified Currency for the relevant Interestidéleto leading banks in the
London inter-bank market (or, in the case of théedeination of EURIBOR,
where the Reference Rate of EURIBOR is used foedldenominated or payable
in euro, the Eurozone interbank market) as at HLroO(London time or, where the
Reference Rate is EURIBOR, Brussels time) on therdést Determination Date in
guestion. If two or more of the Reference Banksaerthe case may be, EURIBOR
Reference Banks provide the Calculation Agent sitlch offered quotations, the
Rate of Interest for such Interest Period shalthgearithmetic 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 onlyone of the Reference Banks or,
as the case may be, EURIBOR Reference Banks, m®\lte Calculation Agent
with such an offered quotation as provided abofie, Rate of Interest for the
relevant Interest Period shall be the rate per mnwhich the Calculation Agent
determines as being the arithmetic mean (roundgut@éded above) of the rates,
as communicated to (and at the request of) theu@ailon 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 &1n@0(London time or, where
the Reference Rate is EURIBOR, Brussels time) oe thlevant Interest
Determination Date, deposits in the Specified Gwyefor the relevant Interest
Period by leading banks in the London inter-bankkeia(or, in the case of the
determination of EURIBOR, where the Reference RAIEURIBOR is used for
Notes denominated or payable in euro, the Eurozotebank market) plus or
minus (as indicated in the applicable Final Terthg)Margin (if any) or, if fewer
than two of the Reference Banks or, as the case bea)eURIBOR Reference
Banks, provide the Calculation Agent with such dterates, the offered rate for
deposits in the Specified Currency for the relevatdrest Period, or the arithmetic
mean (rounded as provided above) of the offerezbrimr deposits in the Specified
Currency for the relevant Interest Period, at whiom the relevant Interest
Determination Date, any one or more banks (whictklm banks is or are suitable
for such purpose) informs the Calculation Agensitjuoting to leading banks in
the London inter-bank market (or, in the case ef dietermination of EURIBOR,
the Eurozone interbank market) (or, as the casebmathe quotations of such bank
or banks to the Calculation Agent) plus or minus ifadicated in the applicable
Final Terms) the Margin (if any), provided thattlie Rate of Interest cannot be
determined in accordance with the foregoing prowisiof this sub-paragraph (iv),
the Rate of Interest shall be the sum of the Maagid the offered rate or (as the
case may be) the arithmetic mean of the offeregbriaist determined in relation to
the Notes in respect of the preceding InteresiBeri

In this Condition, the following expressions shallve the following meanings:
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Reference Banksneans, in the case of (A) above, those banks whibseed rate
was used to determine such quotation when suclatjioiotlast appeared on the
Relevant Screen Page and, in the case of (B) altbwse banks whose offered
guotations last appeared on the Relevant Screea Whgn 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 relefamdl Terms or, if none is so
specified, (i) the first day of such Interest Pdrib the Specified Currency is
Sterling or (ii) the second Business Day in Longwoior to the commencement of
such Interest Period if the Specified Currencyeiher Sterling nor euro or (iii) the
second TARGET Business Day prior to the commencewfesuch 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)é®ysvhich was launched
on 19 November 2007, or any successor thereto.

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

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

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

(c) 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) from tthee date for its redemption unless, upon due
presentation thereof, payment of principal is ingardy withheld or refused. In such event, interest
will continue to accrue thereon (as well after afole any demand or judgement) at the rate then
applicable to the principal amount of the Noteswrh other rate as may be specified in the relevant
Final Terms until the date on which, upon (excepthie case of any payment where presentation
and/or surrender of the relevant Note is not reguas a precondition of payment) due presentation
of the relevant Note, the relevant payment is nadéf earlier (except in the case of any payment
where presentation and/or surrender of the reledwoie is not required as a precondition of
payment), the seventh day after the date on wiiehAigent having received the funds required to
make such payment, notice is given to the Notehslde accordance with Condition 15 of that
circumstance (except to the extent that there ilaréain the subsequent payment thereof to 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 respéeing 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 kger If the applicable Final Terms specify a
Maximum Rate of Interest for any Interest Periodnthin the event that the Rate of Interest in
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respect of any such Interest Period determinect@oralance with the above provisions is greater
than such Maximum Rate of Interest, the Rate odr&dt for such 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 Calcutethgent will, at or as soon as practicable
after each time at which the Rate of Interest ibdadetermined, determine the Rate of Interest and
calculate the amount of interest (tiderest Amounj payable in respect of any Notes in respect of
each Calculation Amount (as specified in the rai¢¥anal Terms) for the relevant Interest Period.

Each Interest Amount for Fixed Rate Notes andtifigaRate Notes shall be calculated by
applying the Rate of Interest to each Calculationof&nt multiplying such sum by the applicable
Day Count Fraction, and rounding the resultant riéggto the nearest sub-unit of the relevant
Specified Currency, half of any such sub-unit beiagnded upwards or otherwise in accordance
with applicable market convention.

Day Count Fractionmeans, in respect of the calculation of an amofimhterest on any
Note for any period of time (whether or not constitg an Interest Period, tii@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 inGha&ulation Period divided by 365
(or, if any portion of that Calculation Period faln 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 beipplicable, 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 Calculatieridel 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;
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Y- is the year, expressed as a number, in which théndaediately following the last
day of the Interest Period falls;

M, is the calendar month, expressed as a numbetiochwhe 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 nuralbéine 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 numloedd be 31 and Pis greater than
29, in which case pwill be 30;

In these Conditionsub-unit means, with respect to any currency other thao, ébe lowest
amount of such currency that is available as leggader in the country of such currency and,
with respect to euro, means one cent.

v)

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 théndaediately following the last
day of the Interest Period falls;

M, is the calendar month, expressed as a numberichwhe 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 nuralbéine Interest Period, unless such
number would be 31, in which case Will be 30; and
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(Vi)

(Vi)

D, is the calendar day, expressed as a number, imategdifollowing the last day
included in the Interest Period, unless such nummeld be 31, in which case,ill

be 30;

if 30E/360 (ISDA)is specified in the relevant Final Terms, the nemii 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 théndaediately following the last
day of the Interest Period falls;

M, is the calendar month, expressed as a numberichwhe 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 nurobéng Interest Period, unless (i) that
day is the last day of February; or (ii) such numieuld be 31, in which case; il
be 30; and

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

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

(@) where the Calculation Period is equal totmrter 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 DetertnimaPeriods in any
period of one year; and

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

84



(A) the actual number of days in such Calculafaniod falling in the
Determination Period in which it begins divided thye product of
(1) the actual number of days in such Determinakeniod; and
(2) the number of Determination Periods in anyqaenf one year;
and

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

Determination Periodmeans the period from and including a Determinabate in
any year to but excluding the next DeterminationeDa

Determination Datemeans the date specified as such in the relevaat Ferms or, if
none is so specified, the Interest Payment Data(d¢he Specified Interest Payment
Dates, as the case may be; and

Rate of Interestmeans the rate of interest payable from timerte tin respect of the
Notes and that is either specified or calculateddoordance 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 InterestiPds to whichthe Fixed Rate Note Provisions,
Floating Rate Note Provisions and/or Zero CoupoteNrRwovisions shall apply.

(g9) Naotification of Rate of Interest and Interest Amioun

The Calculation Agent will cause the Rate of Irdérand each Interest Amount for each
Interest Period and the relevant Interest Paymexté Dr Specified Interest Payment Date, as the
case may be, to be notified to the Issuer, the &@ttar and, if the Notes are listed on a stock
exchange, quotation system or other relevant aitghand the rules of such exchange, quotation
system or other relevant authority so requirepsuch relevant exchange, quotation system and/or
other relevant authority, and to be published icoatance with Condition 15 as soon as possible
after their determination but (i) in no event latean the first day of the relevant Interest Period
thereafter, if determined prior to such time o i¢i all other cases, as soon as practicable bobin
event later than the fourth Business Day after sletbrmination. Each Interest Amount and Interest
Payment Date or Specified Interest Payment Datheasase may be, so notified may subsequently
be amended (or appropriate alternative arrangenmmestie by way of adjustment) without notice in
the event of an extension or shortening of theréstePeriod. If the Notes are listed on a stock
exchange, quotation system or other relevant aitghand the rules of such exchange, quotation
system or other relevant authority so require, sugh amendment will be promptly notified to any
such relevant exchange, quotation system and/er otflevant authority.

(h)  Certificates to be final

All certificates, communications, opinions, detamations, calculations, quotations and
decisions given, expressed, made or obtained éoptinposes of the provisions of this paragraph (b)
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shall (in the absence of wilful default, bad fadh manifest error) be binding on the Issuer, the

Guarantor, the Agent, the Paying Agents and aleNaiders 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 peweuties 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 Guaraatdts Final Redemption Amount specified in, or
determined in the manner specified in, the applec&inal Terms in the relevant Specified Currency
on the Maturity Date specified in the applicabledfiTerms (in the case of a Note other than a
Floating Rate Note) or on the Specified Interesgnient 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 printigemount 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 auiesf 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 interpretatis administration of any such laws or regulations
which becomes effective on or after the date afassf such Notes or any earlier date specified in
the Final Terms the Issuer or the Guarantor, adicajmye, would be required to pay additional
amounts as provided in Condition 10 and (ii) suicbuenstances are evidenced by the delivery by
the Issuer or the Guarantor, as applicable, toAtent of a certificate signed by a director of the
Issuer or two directors of the Guarantor, as applig, stating that the said circumstances prewail a
describing the facts leading thereto and an opimbindependent legal advisers of recognised
standing to the effect that such circumstancesgirete Issuer may, at its option and having given
no less than 30 nor more than 60 days’ notice (epdn the case of Notes which bear interest at a
floating rate, on a day upon which interest is |ggto the Noteholders in accordance with
Condition 15 (which notice shall be irrevocabl&deem all (but not some only) of the outstanding
Notes comprising the relevant Series at their e@tyredemption amount (tHearly Redemption
Amount TaxX (which shall be their principal amount (or at lsuather Early Redemption Amount
Tax) as may be specified in or determined in acmoed with the relevant Final Terms) less, in the
case of any Instalment Note, the aggregate amdait instalments that shall have become due and
payable in respect of such Note prior to the ditedffor redemption under any other Condition
(which amount, if and to the extent not then pagsnains due and payable), together with accrued
interest (if any) thereon, provided, however, thatsuch notice of redemption may be given earlier
than 90 days (or, in the case of Notes which bdarest at a floating rate a number of days wtsch i
equal to the aggregate of the number of days €pikiithin the then current interest period applieabl
to the Notes plus 60 days) prior to the earliede dan which the Issuer or the Guarantor, as
applicable, would be obliged to pay such additi@abunts were a payment in respect of the Notes
then due.
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(c) Redemption at the Option of the Issuer

If a Call Option is specified in the relevant Fif@rms 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 Redemptiomount(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 nominaluatreeing the Minimum Redemption Amount
or a Maximum Redemption Amount, both as indicatethe 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 bessaded 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 repigon will be published in accordance with
Condition 15 not less than 30 days prior to sudle.da the case of a partial redemption of Notes
which are represented by a global Note, the releMaies 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 specified e relevant Final Terms as being
applicable, the Issuer may, on giving not less thamor more than 30 days’ irrevocable notice to
the Noteholders in accordance with Condition 15i¢Wwotice shall specify the date fixed for
redemption (thé&kesidual Maturity Call Option Redemption Dade redeem all (but not only some)
of the outstanding Notes comprising the relevanieSeat their principal amount together with
interest accrued to, but excluding, the Residualiukity Call Option Redemption Date, which shall
be no earlier than (i) three months before the kitgtDate in respect of Notes having a maturity of
not more than ten years or (ii) six months befdmwe Maturity Date in respect of Notes having a
maturity of more than ten years, unless otherwigeified in the relevant Final Terms.

For the purpose of the preceding paragraph, theriabf not more than ten years or the
maturity of more than ten years shall be determaseffom 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 eisgbapplicable and a
Substantial Purchase Event has occurred and isnaorg, 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 irreladen redeem the Notes comprising the relevant
Series in whole, but not in part, in accordancé witese Conditions at any time, in each case at the
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principal amount, together with any accrued andaithjnterest 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 80cest. of the
aggregate principal amount of the Notes of theveaie 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 &utar (and in each case is cancelled in accordance
with Condition 6(e));

()] Make-Whole Redemption

If a Make-Whole Redemption is specified in the valet Final Terms as being applicable, then the
Issuer may, subject to compliance with all relevawss, regulations and directives and on giving not
less than 15 nor more than 30 days’ notice toAhpent, and, in accordance with Condition 15, the
Noteholders redeem the Notes comprising the reteSanes, in whole or in part, at any time or
from time to time (but no later than the Residuativtity Call Option Redemption Date (as defined
in Condition 6(d) above) if applicable), prior toetr Maturity Date (thévlake-Whole Redemption
Date) at their Make-Whole Redemption Amount (as defibetbw).

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

the case of Redeemed Notes represented by dddiriiiotes, be selected individually by lot, not
more than 30 days prior to the date fixed for repldon and (ii) in the case of Redeemed Notes
represented by a global Note, be selected in aaooed with the rules of Euroclear and/or
Clearstream, Luxembourg (to be reflected in thends of Euroclear and Clearstream, Luxembourg
as either a pool factor or a reduction in nomimabant), 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 Notesst afl the serial numbers of such Redeemed
Notes will be published in accordance with Conditid not less than 15 days prior to the date fixed
for redemption.

Make-Whole Redemption Amounineans in respect of any Notes to be redeemed aurdm
calculated by, at the election of the Issuer, thgefk or a leading investment, merchant or
commercial bank appointed by the Issuer for thepses 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 amaifrthe Notes so redeemed and, (y) the sum of the
then present values of the remaining scheduled gatgmof principal and interest on such Notes (not
including any interest accrued on the Notes to,exatuding, the relevant Make-Whole Redemption
Date) discounted to the relevant Make-Whole RedmmdDate on an annual basis at the Make-
Whole Redemption Rate (specified in the relevangFiTerms) plus a Make-Whole Redemption
Margin (specified in the relevant Final Terms),9lo 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 Fifedrms 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
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such notice, redeem subject to, and in accordaiiite the terms specified in the applicable Final
Terms in whole (but not in part) such Note on thai@al 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 specifiedhe televant Final Terms as being applicable
and a Change of Control occurs and, during the @hani Control Period, a Rating Downgrade
occurs (together, &hange of Control Event each holder of Notes will have the option (the
Change of Control Put Optionto require the Issuer to redeem or, at the Isswgtion, to procure
the purchase of such Notes on the Change of CoRedemption 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 fRelevant
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 Directarsother governing body, whether obtained
directly or indirectly, whether obtained by ownepslof share capital, the possession of voting
rights, contract or otherwise.

Change of Control Periodneans the period commencing on the date on whiehelevant Change
of Control occurs or the date of the first relevé&dtential Change of Control Announcement,
whichever is the earlier, and ending on the datelwvis 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’9); (c) Fitch
Ratings Ltd Fitch Ratings); or (d) any other credit rating agency of equivalent international
standing specified from time to time by the Issapd, in each case, their respective successors or
affiliates.

A Rating Downgradeshall be deemed to have occurred in respect dfam@® of Control if, within
the Change of Control Period, the rating previoaslgigned 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 numbdRaifng 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 itsliearcredit rating or better, such that there is no
longer a downgrade or withdrawal by the requisitenber of Rating Agencies. For these purposes,
therequisite number of Rating Agencieshall mean (i) at least two Rating Agencies, tithe time

of the rating downgrade or withdrawal, three or enBiating Agencies have assigned a credit rating
to the Guarantor, or (i) at least one Rating Ageifc at the time of the rating downgrade or
withdrawal, fewer than three Rating Agencies haggmed a credit rating to the Guarantor.
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Notwithstanding the foregoing, no Rating Downgratell 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 Raigencies 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 Bueduction or withdrawal was the result, in whole
or part, of any event or circumstance comprisecinarising 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 andudinng Ba3 (or equivalent successor categories);
(3) with respect to Fitch Ratings, any of the categs from 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 frometito time by the Issuer, a rating that is equiMale
to, or better than, the foregoing.

Change of Control Redemption Amoumheans an amount equal to par plus interest actouledt
excluding the Change of Control Redemption Date.

Promptly upon the Issuer becoming aware that a @hanh 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 spétifythe nature of the Change of Control Event
and the circumstances giving rise to it and thecguare for exercising the Change of Control Put
Option, as well as the date upon which the Putoddas defined below) will end and the Change of
Control Redemption Date (as defined below).

To exercise the Change of Control Put Option taiiregredemption or, as the case may be, purchase
of a Note under this section, the holder of thateNuoust transfer or cause to be transferred itefNot
to be so redeemed or purchased to the accounteoPdlying Agent specified in the Put Option
Notice for the account of the Issuer within theiget(thePut 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 frone tspecified office of any Paying Agent Pat
Option Noticg and in which the holder may specify a bank actéamvhich payment is to be made
under this section.

The Issuer shall redeem or, at the option of thads procure the purchase of the Notes in regfect
which the Change of Control Put Option has beerdlyaéxercised as provided above, and subject
to the transfer of such Notes to the account ofRhging Agent 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 Dgte Payment in respect of any Note so transferriddoa made

in the relevant Specified Currency to the holdethe relevant Specified Currency denominated
bank account in the Put Option Notice on the Chasfgéontrol 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 orsadgtion, purchase (or procure the purchase of)
all (but not some only) of the remaining Notes lwittSeries, each at par together with (or, where
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purchased, together with an amount equal to) isteaecrued 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 respédhe period of less than a full year shall be
made on the basis of a 360-day year consistin@ ahdnths of 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 lvélrepaid in the Instalment Amounts and
on the Instalment Date specified in the applic&ital Terms.

(k)  Purchases

The Issuer, the Guarantor or any Subsidiary of3barantor 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 adsa purchase by tender, such tender must be
made available to all Noteholders alike. The Issube Guarantor or any Subsidiary of the
Guarantor will be entitled to hold and deal withtdsso purchased as the Issuer, the Guarantor or
the relevant Subsidiary of the Guarantor thinks fit

0] Cancellation

All Notes which are redeemed in full will forthwitbe cancelled and Notes which are
purchased by or on behalf of the Issuer, the Gtiaran any Subsidiary of the Guarantor may, at the
election of the Issuer, be cancelled (togethemichecase with all unmatured Receipts and Coupons
attached thereto or delivered therewith). Noteslpaged by or on behalf of the Issuer, the Guarantor
or any Subsidiary of the Guarantor may not be veidsor 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 willrbade by transfer to an account in the
relevant Specified Currency maintained by the pawyéh, or by a cheque in such
Specified Currency drawn on, a bank in the pririciipencial centre of the country of
such Specified Currency; and
(i)  payments in euro will be made by transfer teuao account (or any other account to
which euro may be credited or transferred) maieigiby 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) asgdl or other laws and regulations applicable
thereto in the place of payment, but without prajedo the provisions of Condition 10.
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In these Conditions:
Eurozonemeans the zone comprising the Participating MerSietes;

Participating Member Stateneans a Member State of the European Commurtiéstopts
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 agairrender of definitive Notes and payments of
interest in respect of definitive Notes will (sutfj@s provided below) be made as aforesaid against
surrender of Coupons, in each case at the spedffexd of any Paying Agent outside the United
States.

Payments of instalments (if any) of principal, ottigan the final instalment, will (subject as
provided below) be made against presentation amérsier of the relevant Receipt. Each Receipt
must be presented for payment of the relevantlmstat together with the definitive Note to which
it appertains. Receipts presented without thendiefe Notes to which they appertain do not
constitute valid obligations of the Issuer. Upba tlate on which any definitive Note becomes due
and repayable, unmatured Receipts (if any) appéntpithereto (whether or not attached) shall
become void and no payment shall be made in resipeof.

Fixed Rate Notes in definitive form should be pre#ed for payment together with all
unmatured Coupons appertaining thereto (which espoa shall for this purpose include Coupons
falling to be issued on exchange of matured Talda#ing which the amount of any missing
unmatured Coupon (or, in the case of payment nioigb@ade in full, the same proportion of the
amount of such missing unmatured Coupon as the sumaid bears to the sum due) will be
deducted from the sum due for payment. Each anwofuptincipal 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 hawive void under Condition 14) or, if later,
five years from the date on which such Coupon watiérwise have become due. Upon any Fixed
Rate Note becoming due and repayable prior to #gukity 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 ifindeve 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 maxbleange for further Coupons shall be made in
respect thereof.

If the due date for redemption of any definitivet®lgs not an Interest Payment Date or a
Specified Interest Payment Date, interest (if aaggrued 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 babpaynly against surrender of the relevant
definitive Note.
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Payments of principal and interest (if any) in extpof Notes represented by any global Note
will (subject as provided below) be made in the nenspecified above in relation to definitive
Notes and otherwise in the manner specified inréhevant global Note, against presentation or
surrender, as the case may be, of such global (Ndétés not intended to be issued in NGN form) at
the specified office of the Agent. A record of kgmyment made against presentation or surrender
of such global Note, distinguishing between anynpaiyt of principal and any payment of interest,
will be made on such global Note by the Agent amchsrecord 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 Nat¢renlssuer or, as the case may be, the Guarantor
will be discharged by payment to, or to the ordette holder of such global Note in respect ofteac
amount so paid. Each of the persons shown ineitwerds of Euroclear or Clearstream, Luxembourg
as the holder of a particular nominal amount ofddahust look solely to Euroclear or Clearstream,
Luxembourg, as the case may be, for his shareobf payment so made by the Issuer or, as the case
may be, the Guarantor to, or to the order of, thledr 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.

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

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

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

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

(c) Redenomination

The Issuer may, without the consent of the Notedrslar the holders of related Receipts or
Coupons on giving at least 30 days’ prior noticth®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 aféecfollows:

0] each Specified Denomination will be deemed ¢odenominated in such amount of
euro as is equivalent to its denomination in thec8@d Currency at the Established
Rate, subject to such provisions (if any) as tonddog (and payments in respect of
fractions consequent on rounding) as the Issuerdeaige, and as may be specified in
the notice;
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(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 Conditasthe Issuer may decide and as may be
specified in the notice, to conform them to coni@rd then applicable to instruments
denominated in euro or to enable the Notes to beatmated with one or more issues
of other notes, whether or not originally denomichin 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 noticehte Noteholders in accordance with Condition
15, elect that, with effect from the Redenominatidate or such later date for payment of interest
under the Notes as it may specify in the notice,Nlotes shall be exchangeable for Notes expressed
to be denominated in euro in accordance with sudmgements as the Issuer may decide and as
may be specified in the notice, including arrangeisieunder which 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 Specifiedrely (including
compliance with rules relating to roundings in ademce with applicable European Community
regulations) into euro established by the Counicthe European Union pursuant to Article 109(4)
of the Treaty; and

Redenomination Datemeans any date for payment of interest under thtedNspecified by
the Issuer which falls on or after the date on Whikee country of the Specified Currency participate
in European Economic and Monetary Union pursuattiéolreaty.

(e) Payment Day
If the date for payment of any amount in respecamj Note, Receipt or Coupon is not a
Payment Day, the holder thereof shall not be ewtitb 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 otherwesgfigil 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 Spedft@urrency (if other than London and
which if the Specified Currency is Australian do#lsshall be Melbourne) or (2) in
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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 payablehwiespect 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 maypégable 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 Wwiniay be payable with respect to interest under
Condition 10.

8. Agent and Paying Agents

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

The Issuer and the Guarantor are entitled to vatgrainate 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, prodideat:

(i)

(ii)

(iii)
(iv)

so long as the Notes are admitted to listimgding and/or quotation by any listing
authority, stock exchange and/or quotation systeare will at all times be a Paying
Agent with a specified office in such place as nimey 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;

there will at all times be an Agent; and
each of the Issuer and the Guarantor will eaghbat it maintains a Paying Agent in a
Member State of the European Union that will nobbkged 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.
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In addition, the Issuer and the Guarantor shathfeith 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 thescas
of insolvency, when it shall be of immediate effeafter not less than 30 nor more than 45 days’
prior notice thereof shall have been given to thateNolders 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 aftey 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 Spednterest Payment Date, as appropriate,
on which the final Coupon comprised in any Couploeet 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 Condition 13. Each Talon shalf, fo
the purposes of these Conditions, be deemed taenatuthe Interest Payment Date or the Specified
Interest Payment Date (as the case may be) on wh&Hinal Coupon comprised in the relative
Coupon sheet matures.

10. Taxation

All amounts payable (whether in respect of prinGipgdemption amount, interest or
otherwise) in respect of the Notes will be mades femd clear of and without withholding or
deduction for or on account of any present or uttaxes, duties, assessments or governmental
charges of whatever nature imposed or levied bprobehalf of the Kingdom of Spain or any
political subdivision thereof or any authority ayesncy therein or thereof having power to tax, wles
the withholding or deduction of such taxes, dutessessments or governmental charges is required
by law or required pursuant to an agreement desdiilb 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 norsadditional 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 Notethed who is liable to such taxes, duties,
assessments or governmental charges in respegtlofNotes 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 beatitled to such additional
amounts on presenting the same for payment onxpieyeof such period of thirty
days; or

(i)  to, or to a third party on behalf of, a Not#dtler who does not provide the information
concerning such Noteholder’s identity and tax resw to the Issuer or the Guarantor
or an agent acting on behalf of the Issuer or thear@ntor as may eventually be
required (i) in order to comply with any new proaesk that may be implemented as a
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consequence of an amendment, modification or ire&pon of Royal Decree
1065/2007; or (ii) in case the Notes are represdmyedefinitive Notes; or

(iv)  where such withholding or deduction is reqdifgursuant to an agreement described in
Section 1471(b) of the Code or otherwise imposagduyant to Sections 1471 through
1474 of the Code, any regulations or agreementsuhéeer, 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 apdbpe but if the full amount of the moneys
payable has not been received by the Agent onior for 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 bddiy 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 Kiragd of Spain, references herein to the Kingdom of
Spain shall be read and construed as referencdset&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 alajtianal amounts which may be payable under
this Condition 10.

11. Events of Default

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

(@) Non-paymentthe Issuer fails to pay any amount of principateéspect of the Notes
within 7 days of the due date for payment theredhibs to pay any amount of interest
in respect of the Notes within 14 days of the daie dor payment thereof; or

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

(c) 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 wHaa or (as the case may be) within
any originally applicable grace period; (i) anychuRelevant Indebtedness becomes
(or becomes capable of being declared) due andbfmymior to its stated maturity
otherwise than at the option of the Issuer, ther@ntar or (as the case may be) the
relevant Principal Subsidiary or (provided that ewent of default, howsoever
described, has occurred) any person entitled tb Retevant Indebtedness; or (iii) the
Issuer, the Guarantor or any of their respectivieciral Subsidiaries fails to pay when
due any amount payable by it under any GuaranteangfRelevant Indebtedness,
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(d)

(e)

(f)

(9)

(h)

(i

provided that the amount of Relevant Indebtednegsmed to in sub-paragraph (i)

and/or sub-paragraph (ii) above and/or the amowyalpe 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 payrémany
amount is rendered against the Issuer, the Guarangmy 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 receiveragea or other
similar officer is appointed, of the whole or angripof the undertaking, assets and
revenues of the Issuer, the Guarantor or any a@f teepective Principal Subsidiaries
(if any); or

Insolvency etc (i) the Issuer, the Guarantor or any of their refipe Principal
Subsidiaries (if any) becomes insolvent, is adjaigid bankrupt (or applies for an order
of bankruptcy) or is unable to pay its debts ay tladl due, (ii) an administrator or
liquidator of the Issuer, the Guarantor or anyhditt respective Principal Subsidiaries
(if any) or of the whole or any part of the undkitg, assets and revenues of the
Issuer, the Guarantor or any of their respectivencifyal Subsidiaries (if any) is
appointed (or application for any such appointmsnimade), (iii) the Issuer, the
Guarantor or any of their respective Principal &liages (if any) takes any action for
a readjustment or deferment of any of its obligatior makes a general assignment or
an arrangement or composition with or for the bieredfits creditors or declares a
moratorium in respect of any of its Indebtednesarny Guarantee of any Indebtedness
given by it or (iv) the Issuer, the Guarantor ory af their respective Principal
Subsidiaries (if any) ceases or threatens to deasary on all or substantially all of its
business (otherwise than, in the case of a PrihSiplsidiary of the Issuer (if any) or a
Principal Subsidiary of the Guarantor (other thhe tssuer), for the purposes of or
pursuant to an amalgamation, reorganisation orusiring whilst solvent); or

Winding up etc: an order is made or an effective resolution is @ager the winding
up, liquidation or dissolution of the Issuer, theaBantor 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 of 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 Kimgad 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 antope and comply with their respective
obligations under and in respect of the Notes Aeadeed 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 Guarawhedssible in evidence in the
courts of the Kingdom of Spain is not taken, fléfil or done; or
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()] Unlawfulness it is or will become unlawful for the Issuer or tBaiarantor to perform
or comply with any of its obligations under or ispect of the Notes or the Deed of
Guarantee; or

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

0] Controlling shareholder the Issuer ceases to be wholly-owned and contraljethe
Guarantor.

If any Event of Default shall occur in relationday Series of Notes, any Noteholder of the
relevant Series may, by written notice to the Issarel 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, whereughensame shall become immediately due and
payable at its early termination amount (tBarly Termination Amoun) (which shall be its
principal amount or such other Early Terminationdmt as may be specified in or determined in
accordance with the relevant Final Terms) lesgh@ncase of any Instalment Note, the aggregate
amount of all instalments that shall have becormeahd payable in respect of such Note under any
other Condition prior to the date fixed for redeiopt(which amount, if and to the extent not then
paid, remains due and payable), together with mtierést (if any) accrued thereon without
presentment, demand, protest or other notice oflkamg, all of which the Issuer will expressly
waive, anything contained in such Notes to the remptnotwithstanding, unless, prior thereto, all
Events of Default in respect of the Notes of tHevant Series shall have been 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 Guaramtwse total assets,
income before taxes or sales (excluding intra-gritenps) then equal or exceed ten per cent. (10%)
of the total assets, income before taxes or sdldedsas Natural Fenosa Group (on a consolidated
basis) and, for this purpose:

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

(i) if a Subsidiary of the Company becomes a mentfehe Gas Natural Fenosa Group
after the date on which the latest audited findnsiatements of the Gas Natural
Fenosa Group have been prepared, the total assaise before taxes and sales of
that Subsidiary will be determined from its latestiual financial statements;

(iii)  the total assets, income before taxes anessaf the Gas Natural Fenosa Group will be
determined from its latest annual audited financ#tements, adjusted (where
appropriate) to reflect the total assets, inconferbdaxes 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 Subsidigll immediately cease to be
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Principal Subsidiary and the other Subsidiary t(ifsi not already) will immediately
become a Principal Subsidiary and, for the avoidan€ doubt, the subsequent
financial statements of those Subsidiaries and3as Natural Fenosa Group will be
used to determine whether those Subsidiaries ameijpal Subsidiaries or not.

A report by the Directors of the Guarantor thathieir 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 Auditaldressed to the Directors of the Guarantor as
to proper extraction of the figures used by theeBtiors of the Guarantor in determining the
Principal Subsidiaries of the Guarantor and mathieadaaccuracy of the calculations shall, in the
absence of manifest error, be conclusive and bindimthe Noteholders;

12. Meetings of Noteholders

The Agency Agreement contains provisions (whichlishave 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 Extdawary Resolution passed at any meeting of the
Noteholders of any Series will be binding on allt®&lwlders 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 eeslthan 75 per cent. of the persons voting thereat
upon a show of hands or if a poll be duly demartied by a majority consisting of not less than 75
per cent. of the votes given on such poll.

The Agency Agreement provides that a resolutiomwiiting signed by or on behalf of the
holders of not less than 75 per cent. in nominalevaf the Notes outstanding shall for all purposes
be as valid and effective as an Extraordinary Regol passed at a meeting of Noteholders duly
convened and held. Such a resolution in writing b® 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 AganLondon (or such other place as may be
notified to the Noteholders), subject to all apphite laws and listing authority, stock exchange
and/or quotation system requirements upon paymerthd claimant of the expenses incurred in
connection therewith and on such terms as to ee&land indemnity as the Issuer and the Guarantor
may reasonably require. Mutilated or defaced NoRsceipts, Coupons or Talons must be
surrendered before replacements will be issued.

14.  Prescription
The Notes, Receipts and Coupons will become voldsgnpresented for payment within a

period of ten years (in the case of principal) éinel years (in the case of interest) after the Raate
Date (as defined in Condition 10) therefor.
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There shall not be included in any Coupon sheee®n exchange of a Talon any Coupon
the claim for payment in respect of which wouldvo&d 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 ubfished 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 theialffiist of the Luxembourg Stock
Exchange and the rules of that stock exchange quareg 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 oéige circulation in Europe. Any such notice
shall be deemed to have been given on the datecbfublication or, if published more than once
or on different dates, on the first date on whiabljgation is made.

Until such time as any definitive Notes are issubdre may, so long as any global Note is
held in its entirety on behalf of Euroclear andBearstream, Luxembourg be substituted for such
publication as aforesaid the delivery of the relgvaotice to Euroclear and/or Clearstream,
Luxembourg for communication by them to the Notekod in accordance with their respective
rules and operating procedures. Any such noticdl &fea deemed to have been given to the
Noteholders on the day on which the notice was rgite Euroclear and/or Clearstream,
Luxembourg, as appropriate.

Notices to be given by any Noteholder shall be fitimg and given by lodging the same,
together with the relative Note or Notes, with &kgent. Whilst any of the Notes are represented by
a global Note, such notice may be given by any hadtker to the Agent via Euroclear and/or
Clearstream, Luxembourg, as the case may be, im mamner as the Agent and Euroclear and/or
Clearstream, Luxembourg, as the case may be, nmag\apfor this purpose.

16.  Further Issues

The Issuer shall be at liberty from time to timehout the consent of the Noteholders to
create and issue further notes rankpagi passuin all respects (or in all respects save for e f
payment of interest thereon) with the outstandimgeN 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 resgeeny Series of Notes issued by the
Issuer (theRelevant Noteswithout the consent of any Noteholder, substifotethe
Issuer any other body corporate incorporated inamntry in the world as the debtor
in respect of the Notes and the Agency Agreemdrd Substituted Debtdr upon
notice by the Issuer, the Guarantor and the Sulbetit Debtor to be given by
publication in accordance with Condition 15, preddhat:

0] neither the Issuer nor the Guarantor are iradifin respect of any amount
payable under any of the Relevant Notes;
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(b)

(ii)

(iii)

(iv)

v)

(Vi)

(Vi)

the Issuer, the Guarantor and the Substitubetitor have entered into such
documents (th&®ocument$ as are necessary to give effect to the subsfituti
and in which the Substituted Debtor has undertakenfavour of each
Noteholder of the Relevant Notes to be bound byeh€onditions and the
provisions of the Agency Agreement as the debtaegpect of such Notes in
place of the Issuer (or of any previous substitutéer this Condition 17);

if the Substituted Debtor is resident for tgxrposes in a territory (thidew
Residencg other than that in which the Issuer prior to sgcibstitution was
resident for tax purposes (tl@rmer Residencethe Documents contain an
undertaking and/or such other provisions as maydmessary to ensure that
each Noteholder of the Relevant Notes has the leofetin undertaking in
terms corresponding to the provisions of Conditlén with, where applicable,
the substitution of references to the Former Residewnith references to the
New Residence;

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

the Substituted Debtor, the Issuer and the &uar have obtained all necessary
governmental approvals and consents for such swii@ti and for the
performance by the Substituted Debtor of its otiages under the Documents
and for the performance by the Guarantor of itsgaltibns under the Guarantee
as they relate to the obligations of the Subsiitidebtor under the Documents;

each stock exchange on which the Relevant Naee listed shall have
confirmed that, following the proposed substitutiointhe Substituted Debtor,
the Relevant Notes will continue to be listed oorsstock exchange;

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

(viii) Moody’s Investors Service Limited and Stand@nd Poor’s Ratings Services, a

(ix)

Division of The McGraw-Hill Companies (or any othrating agency which has
issued a rating in connection with the RelevanteNpshall have confirmed that
following the proposed substitution of the SubstitlDebtor, the credit rating
of the Relevant Notes will not be adversely affdctnd

if applicable, the Substituted Debtor has dpfsal a process agent as its agent in
England to receive service of process on its beimlfelation to any legal
proceedings in England arising out of or in coniogctvith 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 suteditfor, and may exercise every
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right and power, of the Issuer under the Relevaotedl and the Agency Agreement

with the same effect as if the Substituted Debtat heen named as the Issuer herein,
and the Issuer shall be released from its obligationder the Relevant Notes and
under the Agency Agreement.

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

(d)  After a substitution pursuant to Condition 1)7¢a 17(c) any Substituted Debtor may,
without the consent of any Noteholder, reversesthmstitutionmutatis mutandis

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

18. Governing Law; Submission to Jurisdiction

The Agency Agreement, the Deed of Covenant, thelé&uarantee and the Notes and any
non-contractual obligations arising out of or imnection with them are governed by, and shall be
construed in accordance with, English law, saveCionditions 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 thats of England shall have jurisdiction to head an
determine any suit, action or proceedings, ancetibesany disputes (togethBroceeding}, 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 orssabently to the laying of the venue of any
Proceedings in the courts of England and any cthah any Proceedings have been brought in an
inconvenient forum and further irrevocably and urditonally agree that a judgement in any
Proceedings brought in the courts of England $fetionclusive 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 antéGuarantor in any other court of competent
jurisdiction, nor shall the taking of Proceedingsone 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 Wd&tdeet, London EC2V 7EX, United Kingdom
as agent for service of process in England in spieany Proceedings in England and undertake
that in the event of it ceasing so to act the Issmel the Guarantor will forthwith appoint a funthe
person as their agent for that purpose and ndidyname and address of such person to the Agent
and agree that, failing such appointment withite&h days, any Noteholder shall be entitled to
appoint such a person by written notice addressdhbe Issuer and the Guarantor and delivered to
the Issuer and the Guarantor or to the specifiédeobf the Agent. Nothing contained herein shall
affect the right of any Noteholder to serve prodesany other manner permitted by law.
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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 Noteg”Euroclear and/or Clearstream, Luxembourg
shall, whenever the context so permits, excepeliation to Notes issued in NGN form, be deemed
to include a reference to any additional or altdveaclearance 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 issugdNGN form, as stated in the applicable Final
Terms, be delivered on or prior to the relevantdsPate to the Common Safekeeper for
Euroclear and Clearstream, Luxembourg; or

(i)  if the global Notes are not intended to bauest in NGN form, be delivered on or prior to the
relevant Issue Date with the Common Depositary Euwroclear 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 notlsuGlobal Notes are intended to be held in a
manner which would allow Eurosystem eligibility anfiso, will be delivered on or prior to the
original issue date of the Tranche to the Commofekegper. This means that the Notes are
intended to be deposited with one of the intermaticcentral securities depositarid€$Ds) as
Common Safekeeper and not necessarily that thesNdgtebe recognised as eligible collateral for
Eurosystem monetary policy and intra-day creditrafiens by the Eurosystem either upon issue or
at any or all times during their life. Such recibign will depend upon satisfaction of the
Eurosystem eligibility criteria.

If the Temporary Global Note is not in NGN form,aupthe initial deposit of a Temporary Global
Note with the Common Depositary, Euroclear or Ggeam, Luxembourg will credit each
subscriber with a nominal amount of Notes equaht nominal amount thereof for which it has
subscribed and paid. If the Temporary Global Nsten NGN form, the nominal amount of the
Notes represented by such Temporary Global Notk Iséahe aggregate amount from time to time
entered in the records of both Euroclear and Clesmns, Luxembourg. The records of Euroclear
and Clearstream, Luxembourg shall be conclusiveleemie of the nominal amount of Notes
represented by such Temporary Global Note andthiese 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 congkigvidence of the records of Euroclear or
Clearstream, Luxembourg, respectively, at the ealetime.

Exchange

A Permanent Global Note will only be issued inltiah 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 colatdor 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 Natesot intended to be issued in NGN form, the
Permanent Global Note will be delivered to the CamrDepositary.

On and after the date (tlixchange Datg which is 40 days after the date on which any Tenaugy
Global Note is issued, interests in such Tempo&lopal Note will be exchanged (free of charge)
either for interests in a Permanent Global Notéhait receipts, interest coupons or talons or for
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definitive Notes with, where applicable, receiptéerest coupons and talons attached (as indicated
in the applicable Final Terms) in each case aggiregentation of the Temporary Global Note only
to the extent that certification of non-U.S. bedieli ownership (in a form to be provided) as
required by U.S. Treasury Regulations has beerivextdy Euroclear, Clearstream, Luxembourg
and/or any other relevant system, and such cleayatem has given a like certification (based on
the certifications it has received) to the Agelmt.relation to any issue of Notes which are exprdss

to be Temporary Global Notes exchangeable for die#Notes, such Notes shall be tradeable only
in a principal amount which is an integral multiplethe 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 kétd 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 whids fllle on or after the Exchange Date or be
entitled to exercise any option on a date aftelEkehange Date.

Unless otherwise specified in the applicable Fimarms, a Permanent Global Note will be
exchangeable (free of charge), in whole but nqtart, for definitive Notes, with, where applicable,
receipts, interest coupons and talons attachedhén limited circumstances specified in the
Permanent Global Note. Global Notes and definiblaes will be issued pursuant to the Agency
Agreement.

Exercise of put option

For so long as all of the Notes are representednieyor both of the Global Notes and such Global
Note(s) is/are held on behalf of Euroclear and/tgattream, Luxembourg, the option of the
Noteholders provided for in the Conditions may kereised by an accountholder giving notice to
the Paying Agent in accordance with the standamtequures of Euroclear and Clearstream,
Luxembourg (which may include notice being giverhiminstructions by Euroclear or Clearstream,
Luxembourg or any common depositary for them toRbaging Agent by electronic means) of the
principal amount of the Notes, in respect of whsaleh option is exercised.

Payments

Whilst any Note is represented by a Temporary Gldlmie, payments of principal and interest (if
any) due prior to the Exchange Date (as definedvijeWill 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 formle provided) to the effect that the beneficial evgn

of interests in such Note are not U.S. personsmgns who have purchased for resale to any U.S.
person, as required by U.S. Treasury Regulatioas, been received by Euroclear, Clearstream,
Luxembourg and/or any other relevant clearing sysh@s 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 atdleant clearing system against presentation
or surrender (as the case may be of the global NMatet 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 globat,Nahich endorsement will bgrima facie
evidence that such payment has been made in resfibet global Note. If a global Note is in NGN
form, the Issuers shall procure that details ohsexchange be enterpdb ratain the records of the
Euroclear and/or Clearstream, Luxembourg and thmimed amount of the Notes recorded in the
records of Euroclear and/or Clearstream, Luxemhaasghe case may be, and represented by the
global Note will be reduced accordingly.
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For the purpose of any payments made in respectGdbbal Note, the relevant place of presentation
shall be disregarded in the definition of “Paymiealy” set out in Condition 7(ePayment Day

NGN nominal amount

Where the global Note is in NGN form, the Issuenallsprocure that any exchange, payment,
cancellation or exercise of any option or any rightler the Notes, as the case may be, shall be
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 thereakntain circumstances described in “Terms and
Conditions of Notes issued by Gas Natural Fenorarfee B.V.—Events of Default” and “Terms
and Conditions of Notes issued by Gas Natural @bblarkets, S.A.—Events of Default”. In such
circumstances, where any Note is still represehted global Note and a holder of such Note so
represented and credited to his securities acamitimtEuroclear or Clearstream, Luxembourg gives
notice that it wishes to accelerate such Note,ssnleithin a period of 15 days from the giving of
such notice payment has been made in full of theuatndue in accordance with the terms of such
global Note, such global Note will become void. the same time, holders of interests in such
global Note credited to their accounts with Euracler Clearstream, Luxembourg will become
entitled to proceed directly against the relevaatiér on the basis of statements of account pravide
by Euroclear and Clearstream, Luxembourg, on abgesuto the terms of a deed of covenant (the
Deed of Covenantdated on or about 26 November 2012 executedéyetlevant Issuer.

Denominations

So long as the Notes are represented by a TempGtabal Note or Permanent Global Note and the
relevant clearing system(s) so permit, the NoteB ke tradable only (a) if the Specified
Denomination stated in the relevant Final Termseisro 100,000 (or its equivalent in another
currency)”, in the authorised denomination of elif®,000 (or its equivalent in another currency)
and integral multiples of euro 100,000 (or its gglént in another currency) thereafter, or (bhé t
Specified Denomination stated in the relevant Firlms is “euro 100,000 (or its equivalent in
another currency) and integral multiples of eur@0Q, (or its equivalent in another currency) in
excess thereof”, in the minimum authorised denotionaof 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 Nstalefinitive Notes, Receipts, interest Coupons
and Talons:

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

The sections referred to in the legend above peottthat United States holders, with certain
exceptions, will not be entitled to deduct any loesNotes, 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 intemsatpons.
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FORM OF GUARANTEE
The following is the text of the Deed of Guarantee:

THIS DEED OF GUARANTEE is made on 30 November 2017

BY

(1) GAS NATURAL SDG, S.A. of Avenida de San Luis, 77, Madrid, 28033, Spéime (
Guarantor)

IN FAVOUR OF

(2) THE HOLDERS AND THE RELEVANT ACCOUNT HOLDERS (as defined below)
(each aBeneficiary, and together, thBeneficiarie9

WHEREAS

(A) Gas Natural Fenosa Finance B.V. and the Guaragtablished a euro medium term note
programme for the issuance of debt instruments Ritoggrammég 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 Fendasanée B.V. and Gas Natural Capital
Markets, S.A. (thelssuerg may from time to time issue notebldteg in an aggregate
nominal amount of up to euro 15,000,000,000 (sukifeadjustment) in accordance with the
amended and restated programme agreement datecabouws 30 November 2017 relating to
the Programme, as amended, supplemented, restateplaxced from time to time).

(C) In connection with the Programme the Issuenrgetentered into an amended and restated
agency agreement dated on or about 30 November (281&mended, supplemented, restated
or replaced from time to time, thgency Agreemeftand made between the Issuers, the
Guarantor, Citibank, N.A., London Branch as Agend d@he other Paying Agents named
therein and each Issuer has executed and deliwerdeled of covenant (each,Deed of
Covenan} dated on or about 30 November 2017.

(D) The Guarantor has duly authorised the givingqaajuarantee 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@ds/ 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 theydgneement and as modified from time
to time in accordance with their terms) and angnerice to a numberédbndition is to the
correspondingly numbered provision thereof;

Holder in relation to any Note means, at any time, thsgewho 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.

Terms not otherwise defined herein shall bear rieanings assigned to them in the
Conditions and each Deed of Covenant.
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1.3

2.2

4.2

Benefit of Deed of Guarantee

Any Notes issued under the Programme on or ditedate of this Deed of Guarantee shall
have the benefit of this Deed of Guarantee butl stwilhave 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 iroamy guarantees:

(a) to each Holder the due and punctual paymeatgfand every sum or sums of money
which each Issuer shall at any time be liable tp ypader 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 Holdat &n the manner and currency
prescribed by such Notes for payments by the ralegauer 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 Isshit have failed to pay at the time
such demand is made; and

(b) to each Relevant Account Holder the due andtuah payment of all amounts due to
such Relevant Account Holder under each Deed ofe@amt as and when the same
shall become due and payable and agrees uncorliyido pay to such Relevant
Account Holder, forthwith on demand by such RelévAocount Holder and in the
manner and in the currency prescribed pursuartte¢adlevant Deed of Covenant for
payments by the relevant Issuer thereunder, anyeardy sum or sums of money
which the relevant Issuer shall at any time beldigb pay under or pursuant to the
relevant Deed of Covenant and which the relevantdsshall have failed to pay at the
time demand is made.

As a separate, additional and continuing obbga the Guarantor unconditionally and
irrevocably undertakes with each Beneficiary tistipuld any amount referred to in Clause
2.1 not be recoverable from the Guarantor thereufmteany reason whatsoever (including,
without limitation, by reason of any Note, any geben of any Note, the relevant Deed of
Covenant or any provision thereof being or becomwogd, unenforceable or otherwise
invalid under any applicable law) then, notwithstizug that the same may have been known
to such Holder or Relevant Account Holder, the @uotor will, as a sole, original and
independent obligor, upon first written demand un@&use 2.1, make payment of such
amount by way of a full indemnity in such currergyd otherwise in such manner as is
provided for in the Notes or the relevant Deed aivéhant (as the case may be) and
indemnify each Beneficiary against all losses,ntgicosts, charges and expenses to which it
may be subject or which it may incur under or inmection with the Notes, the relevant Deed
of Covenant or this Deed of Guarantee.

COMPLIANCE WITH THE CONDITIONS

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

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 comtdirshall constitute and be continuing
obligations notwithstanding any settlement of actaar other matters or things whatsoever
and, in particular but without limitation, shall thbe considered satisfied by any partial
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4.3

4.4

4.5

4.6

payment or satisfaction of all or any of the ohfigas arising under any Note or Deed of
Covenant and shall continue in full force and dffecrespect of each Note and the relevant
Deed of Covenant until final repayment in full ¢f amounts owing by the relevant Issuer,
and total satisfaction of all the actual and caggimt obligations of such Issuer under such
Note or such Deed of Covenant.

Neither the obligations of the Guarantor hepeintained nor the rights, powers and remedies
conferred upon the Beneficiaries or any of thenthiy Deed of Guarantee or by law shall be
discharged, impaired or otherwise affected by:

(@) the insolvency, winding-up, liquidation, disstdtbn, amalgamation, reconstruction or
reorganisation of the relevant Issuer, or analogwoseedings in any jurisdiction or
any change in status, function, control or owngrsiiithe relevant Issuer; or

(b) any of the obligations of the relevant Issuerder any of the Notes or the relevant
Deed of Covenant being or becoming illegal, invaidunenforceable in any respect;
or

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

(d) any amendment to, or any variation, waiveredease 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, butliis Clause 4.3, would or might operate
to discharge, impair or otherwise affect the ollgas of the Guarantor herein
contained or any of the rights, powers or remedmsferred upon the Holders, the
Relevant Account Holders or any of them by this ddeeGuarantee or by law.

Without prejudice to the generality of the fpoeng, any settlement or discharge between the
Guarantor and the Beneficiaries or any of theml df®lconditional upon no payment to the
Beneficiaries or any of them by the relevant Isseerany other person on behalf of the
relevant Issuer being avoided or reduced by viofugny provisions or enactments relating to
bankruptcy, insolvency or liquidation for the tidpeing in force and, in the event of any such
payment being so avoided or reduced, the Benefsiaghall each be entitled to recover the
amount by which such payment is so avoided or redifiom 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 oray. |

(a) to make any demand of the relevant Issuer dtfear 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

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 amauator may be owed by the relevant Issuer,
under any of the Notes or the relevant Deed of Gantor the relevant Issuer is under any
actual or contingent obligations thereunder, thar@ator shall not exercise rights which the

Guarantor may at any time have by reason of pedfooa by the Guarantor of its obligations

hereunder:
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4.7

6.2

6.3

(@) to be indemnified by the relevant Issuer; and/o

(b)  to claim any contribution from any other gudcarof 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 relevaae® of Covenant, by all or any of
the persons to whom the benefit of the Guarantilgations are given; and/or

(d) to be subrogated to the rights of any Beneficagainst 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 oliigaithereunder rank as described in Condition
3.

STAMP DUTIES

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

DEED POLL; BENEFIT OF GUARANTEE

This Deed of Guarantee shall take effect aseal gholl for the benefit of the Beneficiaries
from time to time and for the time being.

The Guarantor hereby acknowledges and coverihatsthe 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 severadlyehforce the said obligations against the
Guarantor.

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

PROVISIONS SEVERABLE

Each of the provisions in this Deed of Guarante&l e 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 iaipthe legality, validity or enforceability of
any other provisions in that jurisdiction nor thegality, validity 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 cordeittomn the currency (thfgst currency) in
which the same is payable under this Deed of Gteeaor such order or judgement into
another currency (thsecond currency for the purpose of (a) making or filing a claim o
proof against the Guarantor, (b) obtaining an omlgudgement in any court or other tribunal
or (c) enforcing any order or judgement given odenan relation to this Deed of Guarantee,
the Guarantor shall indemnify each Beneficiary emdnd 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 inte fecond currency and (ii) the rate or rates
of exchange at which such Beneficiary may in thdir@ary course of business purchase the
first currency with the second currency upon recefpa sum paid to it in satisfaction, in
whole or in part, of any such order, judgementinelar proof.
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10.
10.1

10.2

10.3

10.4

10.5

This indemnity constitutes a separate and indep@nobligation of the Guarantor and shall
give rise to a separate and independent causeiahac

NOTICES

Notices to the Guarantor will be deemed to bedisalgiven if delivered at Avenida de San
Luis, 77, Madrid, 28033, Spain (or at such otheairess and for such other attention as may
have been notified to Holders in accordance with@londitions) and will be deemed to have
been validly given at the opening of business an ribxt day on which the Guarantor’s
principal office is open for business.

LAW AND JURISDICTION
Governing law

This Deed of Guarantee and any non-contractuadatiins 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 (Rispute), arising
from or connected with this Deed of Guarantee (idiclg 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 Englaadtta® 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. &sesult, nothing in
this Clause 10L@w and Jurisdictioh prevents the Beneficiaries from taking proceesling
relating to a DisputeRroceeding} in any other courts with jurisdiction. To the emt
allowed by law, the Beneficiaries may take conarrroceedings 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 DebenturepGrate 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 Camigs Act 2006. If such person is not or
ceases to be effectively appointed to accept sefiprocess on behalf of the Guarantor, the
Guarantor shall, on the written demand of any Beizgf addressed and delivered to the
Guarantor appoint a further person in England teepicservice of process on its behalf and,
failing such appointment within 15 days, any Betiafly shall be entitled to appoint such a
person by written notice addressed to the Guaramdrdelivered to the Guarantor. Nothing
in this paragraph shall affect the right of any 8figiary to serve process in any other manner
permitted by law.

112



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 of )
GAS NATURAL SDG, S.A. a company incorporated )
in Spain, by , )
being a person who, in accordance with the lawbkaif )

territory, is acting under the authority of the Guamy. )
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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 SI3B®\. 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 pailigiBle Green Projects, in which case the
relevant Notes will be identified as “Green Bondsthe title of the Notes in the applicable
Final Terms.

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 kigraent of, the
construction, the operation and maintenance, repogv@nd the installation of renewable energy
production units for the production of energy thgbu (i) renewable non-fossil sources and (ii)
hydro, geothermal, wind, solar, waves and otheewele 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
PROHIBITION OF SALES TO EEA RETAIL INVESTORS

The Notes are not intended, from 1 January 201Betoffered, sold or otherwise made available to
and, with effect from such date, should not bereflesold or otherwise made available to any retalil
investor in the European Economic Ar&EQ). For these purposes, a retail investor meanssope
who is one (or more) of: (i) a retail client asidefl in point (11) of Article 4(1) of Directive
2014/65/EU MIFID II ); (ii) a customer within the meaning of Directi2802/92/EC MD ), where
that customer would not qualify as a professiotigint as defined in point (10) of Article 4(1) of
MIFID II; or (iii) not a qualified investor as defined in Dire&t 2003/71/EC (as amended, fPi®spectus
Directive). Consequently no key information document requirgdRegulation (EU) No 1286/2014
(the PRIIPs Regulatior) for offering or selling the Notes or otherwise kimy them available to
retail investors in the EEA has been prepared heiktfore offering or selling the Notes or otherwise
making them available to any retail investor in tBEA may be unlawful under the PRIIPs
Regulation.

The form of the Final Terms that will be issuedespect of each Tranche, subject only to the
deletion of non-applicable provisions and the catiph 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)y
[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 15,000,000,000 Euro Miech 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.]/[Gawndbh Capital Markets, S.A.] set forth in the
base prospectus dated 30 November 2017R#s® Prospectysjand 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 5.4thaf 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 atddélaon 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 publishetdeowebsite of the Luxembourg Stock Exchange
at www.bourse.lu.
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[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]3as 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]/[2 December 2016]. Thisuweent constitutes the Final Terms of the
Notes described herein for the purposes of Artlé of the Prospectus Directivd®ifective
2003/71/EQ as amended which includes amendments made bgtdee2010/73/EU to the extent
that such amendments have been implemented inexargl Member State) (thBrospectus
Directive) and must be read in conjunction with the Basespotus dated 30 November 2017 (the
Base Prospectys[and the Supplement to the Base Prospectus dajpdwhich [together]
constitute[s] a base prospectus for the purposebeoProspectus Directive, save in respect of the
Conditions which are extracted from the base pradsigedated [2 December 2008]/[15 December
2009]/[10 November 2010]/[14 November 2011]/[26 Wmber 2012]/[19 November 2013]/[12
December 2014]/[2 December 2015]/[2 December 20E&]! information on the Issuer, the
Guarantor and the offer of the Notes is only atddélaon the basis of the combination of these Final
Terms and the Base Prospectus dated 30 Novembeéfa0d the Supplement to the Base Prospectus
dated [+]].The Base Prospectus [and the Supplen®nihe Base Prospectus] [has/have] been
published on the website of the Luxembourg Stookharge 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 gumafor completing the Final Terrs.

1. 0] Series Number: o

(ii) Tranche Number: q]

2. Specified Currency or [e]
Currencies:

3. Aggregate Nominal Amount [e]
of Notes:
(i)Series: Pl
(i) Tranche: Pl

(i) Date on which the Notes []/[N/A]
will become fungible:

4, Issue Price: 9% of the Aggregate Nominal Amount [plus
accrued interest from]]

5. @) Specified [e]
Denominations:
(b) Calculation [e]
Amount:
6. 0] Issue Date: q]
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10.

11.

12.

(i) Interest
Commencement
Date:

Maturity Date:

Interest Basis:

(seeCondition §

[e]/[Issue Date]/[N/A]

¢]/[Interest Payment Date falling in or nearest to
[e]]
[[®]% Fixed Rate]

[[e] month [LIBOR]/[EURIBOR] +/- [#]% Floating
Rate]

[Zero Coupon]

Redemption/Payment Basis:Subject to any purchase and cancellation or early

(seeCondition §

Change of Interest Basis:
(seeCondition §
Put/Call Options:

(seeCondition §

Date Board approval for
issuance of Notes obtained:

redemption, the Notes will be redeemed on the
Maturity Date at $]% of their nominal amount

[Applicable]/[N/A]

[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.

Fixed Rate Note Provisions

(seeCondition §

0] Interest Period(s):

(i)  Rate[(s)] of Interest:

(i) Interest Payment Date(s):

(iv)  First Interest Payment
Date:

(v) Fixed Coupon
Amount(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]

[e] per Calculation Amount
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(viy  Broken Amount(s): [¢] per Calculation Amount, payable on the
Interest Payment Date falling [in/ord][/[N/A]
(vii) Day Count Fraction: [Actual/Actual]/[Actuaictual
(ISDA)]/[Actual/365
(Fixed)]/[Actual/360]/[30/360]/[360/360]/[Bond
Basis]/[30E/360]/[Eurobond Basis]/[30E/360
(ISDA)J/[Actual/Actual (ICMA)]
(viii) Determination Dates: fi] in each year]/[N/A]
14. Floating Rate Note [Applicable]/[N/A]
Provisions (If not applicable, delete the remaining sub-
(seeCondition § paragraphs of this paragraph
0] Interest Period(s): of
(i) Specified Interest [[®] in each year]/[N/A]
Payment Dates:
(i) First Interest Payment  [e]
Date:
(iv)  Business Day [Floating Rate Convention/ Following Business Day
Convention: Convention/ Modified Following Business Day
Convention/ Preceding Business Day Convention]
(v) Business Centre(s): oJf[N/A]
(vi)  Manner in which the [Screen Rate Determination]/[ISDA Determination]
Rate(s) of Interest is/are
to be determined:
(vii)  Party responsible for [ @] shall be the Calculation Agent]
calculating the Rate(s) of
Interest and Interest
Amount(s) (if not the
Agent):
(viii) Screen Rate

(ix)

Determination:

Reference Rate: [LIBOR]/[EURIBOR]

- Reference Banks: o]

- Interest [e]
Determination
Date(s):

- Relevant Screen  [e]
Page:

ISDA Determination:

- Floating Rate [e]
Option:
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(x)
(xi)

(xii)

- Designated
Maturity:

—  Reset Date:
Margin(s):

Minimum Rate of
Interest:

Maximum Rate of
Interest:

(xiii) Day Count Fraction:

15.Zero Coupon Note Provisions

(i
(ii)

(iii)

(seeCondition §

Interest Period(s):

[Amortisation/Accrual]
Yield:

Reference Price:

[e]

o

[+/-]®]% per annum

[@]% per annum

[@]% per annum

[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)]

[Applicable]/[N/A]

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

[@]% per annum

q]

PROVISIONS RELATING TO REDEMPTION

16.

(i)

(ii)

(iii)

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:

[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
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17.

18.

19.

20.

(i)

(ii)

21.

22.

23.

(i)

(ii)

Put Option

(seeCondition §

Optional Redemption
Date(s):

Optional Redemption
Amount(s) of each Note:

Residual Maturity Call
Option

(se€ondition §

(i) Residual Maturity Call

Early
payable on redemption for taxation
reasons or on event of default or
other early redemption:

Option Redemption Date:

Substantial Purchase
Event

(se€ondition §
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

Redemption

(seeCondition §

[Applicable]/[N/A]

(If not applicable, delete the
paragraphs of this paragraph

[e]

remaining sub-

[e] per Calculation Amount

[Applicable]/[N/A]

(If not applicable, delete the
paragraph of this paragraph

remaining sub-

[As per Conditions]/[Any date falling in the [¢]-
month period ending on the Maturity Date]

[Applicable]/[N/A]

[Applicable]/[N/A]

(If not applicable, delete the
paragraphs of this paragraph

remaining sub-

[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

Amount(s)[e] per Calculation Amount
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GENERAL PROVISIONS APPLICABLE TO THE NOTES
24, Form of Notes:

(see“Form of the Notes” on

page 104

[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]

25. New Global Note [Yes]/[No]

26. Financial Centre(s) [N/AW]

27. Talons for future Coupons [Yes]/[NO]

or Receipts to be attached to
definitive Notes (and dates
on which such Talons

mature):
28. Details relating to [Applicable]/[N/A]
Instalment Notes: (If not applicable, delete the remaining sub-
(seeCondition § paragraphs of this paragraph
® Instalment [e]
Amount(s):
(i) Instalment Date(s): o]
29. Consolidation provisions: [N/A)/[The provisi® in Condition 16 (Further
Issues) apply]
DISTRIBUTION
30. If syndicated, names of [N/A]/ o]
Managers:
31. If non-syndicated, name of [N/A]/[ e]

relevant Dealer:

32. U.S. Selling Restrictions: [Reg. S Compliance Category: TEFRA D/ TEFRA
(see page 166 not applicable]
THIRD PARTY INFORMATION

[[e] has been extracted from][ Each of the Issuer and the Guarantor confirivet such
information has been accurately reproduced and slmafar as it is aware, and is able to ascertain
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from information published bye], no facts have been omitted which would render réproduced
information inaccurate or misleading.]

By
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

122



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
SA/NV 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 raisindiwnce for the Group.

In order to achieve its objectives, GNFF is autiedt to raise funds by issuing subordinated
securities, negotiable obligations, commercial pagel 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®wogrd 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 of the Gas Natural
Fenosa Group

Supervisory Board Chief of Tax and Economy of the Gas Natural
member 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 Supgnioard 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 andnima
registered at the Commercial Registry of Madridvatume 36,591, Folio 125, Page M-6567666.
The registered office of GNCM is at Avenida SansLdi, Madrid, 28033, Spain and the telephone
number is + 34 93 402 93 04.

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

On 6 June 2016, the extraordinary general sharefislcheeting 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.

The sole director of GNCM has the ultimate resgaitisi 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 Manaf the Gas Natural Fenosa
Group

The business address of the sole director of GNEIlaca del Gas 1, Barcelona, 08030,
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 October 2017, Gas Natural Capital Market&, &greed to change its registered office to
Avenida de San Luis, 77, Madrid, 28033, Spain.
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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 Madridhwitference Volume 36,567, Folio 35, Page M-
656514. The registered office of Gas Natural SD@&t i&venida San Luis 77, Madrid8033, Spain
and the telephone number is + 34 93 402 93 04.

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 fcoa. 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. axxbk, 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 Spaersdrgy 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 Iberian
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@ne somplemented on 17 September 2007 by the
Group’s acquisition of the Italian gas distributiand commercialisation company, Italmeco, which
operates in four regions in central and southeaty.ltOn 13 October 2017, Gas Natural Fenosa
reached an agreement to sell its 100% equity istteare Nedgia, S.p.A (the Gas Natural Fenosa
company in which the gas distribution activity taly was grouped), Gas Natural Italia, S.p.A. and
Gas Natural Vendita Italia, S.p.A. (See-Recent Developmelits

In 2003, the Group commenced operations at a feggsin 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 activitiesuiin 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 andnLAmmerica; (ii) 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 (includingyft and Oman). During 2010 and 2011, Gas
Natural Fenosa complied with the Spanish Natior@hgetition Commission’sqomision Nacional
de la Competencja(CNC) plan of action, imposed following the Group’s aigition of Union
Fenosa, through the disposal of certain assets.

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 frddi Guez a 4.9% shareholding in
Medgaz, thereby increasing its total stake to 14.9%

On 11 October 2014, Gas Natural Fenosa and theritgyaghareholders 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 commitnggeeanent. 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 takelmdewas concluded successfully on 14 November
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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 Cruzlfanihat 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 sbar€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%.

In April 2016, Union Fenosa Gas, S.AJion Fenosa Ga}p (a company recognised by the
equity method) sold its 21% stake in Regasificadieh Noroeste, S.A. to the Galician Regional
Government and the Tojeiro Group, through Gasifea., for €28 million, which resulted in a
capital gain for Gas Natural Fenosa of €1 millifteratax.

In May 2016, Gas Natural Fenosa presented its edvigrategic lines for 2016-2020,
establishing the Group’s strategic objectives toe period. These strategic objectives establish
financial targets for the Group, including growtidedividend targets and are based on three lines of
growth (networks, power generation and supply).

In June 2016, Unién Fenosa Gas reached an agre¢msell its 42.5% stake in Planta de
regasificacion de Sagunto, S.A., held through kdtaucturas de Gas S.A., to Enagas for €106
million. This transaction was completed in July @0providing Gas Natural Fenosa with a capital
gain after tax of €21 million.

On 29 June 2016, Gas Natural Fenosa, through Agioméadora Global de Energia, S.A., a
subsidiary of Gas Natural Chile, S.A., reachedgme@ment with Enagas for the sale of 20% of GNL
Quintero, S.A. for U.S.$ 200 million, which, follimg the adjustments for dividends at the closing
date, amounted to U.S.$ 197 million (€182 milliofpe operation was concluded in November 2016
and resulted in a capital gain of €128 million eftax and non-controlling interests, or €50 millio
after tax.

On 29 July 2016, Gas Natural Fenosa completed tinehase of 100% of the Irish gas and
electricity supply company Vayu Limited/éyu) under the new strategic plan which envisages
growth in the energy supply business in Europes THainsaction complements its existing position in
other European markets (France, Italy, BelgiumhiBidands, Portugal, Germany and Luxembourg)
and will enable it to engage in liquefied natura$ ¢ NG) projects trading and operations.

Recent Developments

On 3 August 2017, Gas Natural Fenosa signed aremgrg to sell a minority stake of 20% in
Gas Natural Fenosa’'s gas distribution business painS GNDB), to a consortium of long-term
infrastructure investors comprising Allianz CapiRdrtners and Canada Pension Plan Investment Board
for a total consideration of €1.5 billion. The peeds from the transaction, to be paid in cashexgected
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to be used to support future investment needs isfileg projects, with any excess expected to be use
future investments, leverage optimisation or sheldsr remuneration.

Gas Natural Fenosa retains an 80% equity sharelgoldiGNDB and continues to fully operate
and fully consolidate GNDB. The completion of thanisaction is subject to relevant regulatory apgiov
and competition clearance. Subject to the satisfaatf customary conditions precedent, Gas Natural
Fenosa currently expects that the transactionceitiplete by January 2018.

On 6 October 2017, the Board of Directors of GasuNé SDG, S.A. agreed to change its
registered office to the current corporate officeMadrid, Avenida de San Luis, 77.

On 13 October 2017, Gas Natural Fenosa reachedrapraent to sell its 100% equity interests
in Nedgia, S.p.A, Gas Natural Fenosa’s gas digiobicompany in Italy and Gas Natural ltalia, S.p.&
services company rendering corporate serviceset@thivities of Gas Natural Fenosa in Italy, tdR2te
Gas, S.p.A. for a total consideration of €727 wiilli

On the same date, Gas Natural Fenosa reached imtsepgreement to sell its 100% equity
interest in Gas Natural Vendita Italia, S.p.A., G&gural Fenosa’s gas and electricity commerciédisa
company in ltaly, to Edison, S.p.A. for a total siferation of €293 million, including a long terrasy
supply contract securing 11 TWh/year from the eh20Q0.

The completion of both transactions are subjecelevant regulatory approvals and competition
clearance. Subject to the satisfaction of custontanditions precedent, Gas Natural Fenosa currently
expects that the transactions will complete dutfregfirst three months of 2018.

On 17 November 2017, Gas Natural Fenosa signedy@eraent to sell a controlling stake of
59.1% in Gas Natural Fenosa’s retail gas distrdoutind supply activities business in Colombia (Gas
Natural S.A. ESP) to Brookfield Infrastructurr¢okfield) for an equity consideration of €482 million.
The transaction will be carried out in two phadéee first phase will involve the transfer by Gagutal
Fenosa of this controlling stake in Gas Natural .S&8P. Subsequently, in the second phase, the
remaining stake will be transferred to Brookfielstdugh allowing minority shareholders to tenderirthe
shares at the same share price.

The completion of the transaction is subject t@vaht regulatory approvals and competition
clearance. Subject to the satisfaction of custontanditions precedent, Gas Natural Fenosa currently
expects that the first phase of the transactiohbeilexecuted before 31 December 2017 and the decon
stage will be completed during the first six month2018.

Business

Gas Natural Fenosa is mainly engaged in the exgpbareand production, liquefaction,
regasification, transportation, storage, distribitand commercialisation of natural gas, as well as
the generation, transport, distribution and comiaésation of electricity. Following the acquisitio
and integration of Unién 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 23 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 2017 and 2016, respectively.
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(%)

30 June S
Variation
2017 2016 2017/2016
Gas distribution (GWh) 239,030 227,534 5.1
Electricity distribution (GWh) 28,284 34,685 (18.5)
Gas supply (GWh) 178,821 160,959 11.1
Gas transportation/EMPL (GWh) 49,433 52,299 (5.5)
Gas distribution connections (in thousands) 13,71713,361 2.7
Electricity distribution connections (in thousands) 8,271 10,746 (23.0)
Installed capacity (MW) 15,418 15,416 0.0
Electricity generated (GWh) 22,226 21,424 3.7

The Group is organised across the following fivémirusiness areas:
Gas Distribution

e Spain

o ltaly

e Latin America

Electricity distribution
e Spain
* Moldova

e Latin America
Gas

e Infrastructures

*  Supply
Electricity
e Spain

e International

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 98,913 GWh in the first sionths of 2017, a 4.8% increase compared with
the same period in 2016. During the six months @r@feJune 2017, demand for gas distribution at
pressures of less than 4 bars decreased by 69428 GWh when compared to the first six months
of 2016, while demand in the industrial market egspures of less than 60 bars increased by 8%
(3,715 GWh) and demand of over 60 bars increasedby (2,301 GWh).

The Group’s distribution network expanded by 1,886 between 30 June 2016 and 30 June
2017.
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After the acquisition in the fourth quarter of 2066LPG supply connections from Repsol,
LPG sales increased from 14,064 tonnes in thedixsmonths of 2016 to 85,223 tonnes in the first
six months of 2017.

Gas distribution — Italy

This area includes regulated distribution and kstgiply of gas in Italy.

A total of 2,397 GWh of gas were distributed durthg first six months of 2017, 9.5% more
than during the first six months of 2016 due toofaable weather conditions.

The distribution grid expanded by 26 km betweenJ@0e 2016 and 30 June 2017 to 7,291
km.

As at 30 June 2017, Gas Natural Fenosa had 46@&4Qlistribution connection points in
Italy, a slight increase with respect to 30 Junk&2@See “—Recent Developmetfits

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 2017 and 2016, respectively), the extent efdistribution network and the number of gas
distribution connection points (both as at 30 J2@&7 and 2016, respectively) in each of the Latin
American countries in which Gas Natural Fenosa wotsdits gas distribution activities (with the
exception of Peru where operations had not yet cemeed).

For the six months (%)
Gas activity sales (GWh) ended 30 June Variation

2017 2016 2017/2016
Argentina 34,880 32,584 7.0
Brazil 37,197 35,622 4.4
Chile 23,611 23,420 0.8
Colombia 13,245 14,019 (5.5)
Mexico 28,787 25,304 13.8
Total 137,720 130,949 5.2

o As at 30 June Variation
Distribution network (km) 2017 2016 2017/2016
Argentina 25,749 25,574 175
Brazil 7,382 7,309 73
Chile 7,092 6,897 195
Colombia 22,081 21,650 431
Mexico 21,385 20,436 949
Total 83,689 81,866 1,823
S . . . As at 30 June Variation

Gas distribution connection points (‘000) 2017 2016 2017/2016
Argentina 1,642 1,620 22
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Brazil 1,058 1,010 48

Chile 593 569 24
Colombia 2.912 2,802 110
Mexico 1,716 1,600 116
Total 7,921 7,601 320

There were a total of 7,921,000 distribution cotilmecpoints as at 30 June 2017. Gas Natural
Fenosa added 320,000 distribution connection pgeds-on-year, mainly in Mexico and Colombia.

Gas activity sales in Latin America, which includeth gas sales and TPA services, totalled
137,720 GWh for the first half of 2017, a 5.2% &w&se with respect to the same period in 2016.

The distribution grid expanded by 1,823 km (anéase of 2.2%) to 83,689 km as at 30 June
2017 compared with 30 June 20Tthis expansion was mainly due to Mexico, which adgié9 km
and Colombia, which added 431 km.

Argentina

In Argentina, after long negotiations taking plameer a period of a year, the new tariffs
resulting from the integral tariff reviewR{'l) were applied on 1 April 2017. The tariff tablesres
approved on 31 March 2017 by Resolution 4,354 dkHyacional Regulador del Gas Suipacha
(ENARGAS), which announced the RTI outcome for Gatural Ban, S.A.Gas Natural Barn

The outcome of the RTI process includes a majoestiment plan and the plan is already
being implemented. The new tariff will be phasedewer three stages and will be adjusted for
inflation every six months. The first stage commezhon 1 April 2017, the second stage will begin
on 1 December 2017 and will include the first itila adjustment and the third stage, which will
also include an inflation adjustment, will commemntépril 2018.

Completion of the RTI process and applicationhef hew tariffs is expected to normalise Gas
Natural Ban in economic and financial terms.

Brazil

In Brazil, new residential-commercial customer #&dds declined by 2.1% between 30 June
2016 and 30 June 2017, especially new buildings, tducommercial efforts having being brought
forward because of the occasion of the Olympic Gaim@016. Revenues increased by 4.4% during
the first six months of 2017 when compared to thmes period in 2016. The vehicle natural gas
market expanded by 11.1% due to such market beorg nompetitive than the liquid fuels market.
The gradual recovery in the economy in the couinttyeased sales to the industrial market by 6.8%
and to power generation and in TPA services by 2dB&to greater utilisation of the power plants.
However, sales to residential and commercial marldsclined by 3.1% due mainly to lower
consumption by large retailers.

Colombia

In Colombia, gas sales and TPA services declinesl. B during the first six months of 2017
when compared to the same period in 2016, due yngird decline in industrial consumption, with
atypical sales in the secondary market. Residectiaimercial customer numbers decreased by
50,057 between 30 June 2017 and 30 June 2016 readecof 13%, due mainly to the decrease in
connections of new buildings.
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The unregulated businesses in Colombia did nobparfis well during the first six months of
2017 as during the corresponding period in 2016 tiie margin declining by 5.8%, particularly in
the area of energy solutions, where the numbercteacontracts decreased by 34.9%. Appliance
sales in the residential and SME market decreage®bly% during the six months ended 30 June
2017 when compared to the first six months of 2(%6e “—Recent Developmetits

Mexico

In Mexico, the Group’s acceleration plan continuesusing primarily on Mexico City and
the Bajios area. Gas sales during the first sixth®aof 2017 increased in most markets, including a
growth of 7.9% in the industrial market and 13.8%d PA services, in each case, when compared to
the first six months of 2016. However, there waf.#% decrease in the residential-commercial
marketduring the first six months of 2017 when compaiethe same period in 2016.

As part of the ongoing energy reform, in Decen@t6, Gas Natural Fenosa was granted a
concession to distribute gas in the Mexico Valleyritory (Cuautitlan-Texcoco-Hidalgo). This
territory adjoins Mexico City and will enable gaslie distributed in a market close to the existing
grid. Commercialisation commenced in 2017 and Gatufdl Fenosa currently expects customer
numbers to reach 125,000 within five years.

Peru

In Peru, the Group continues development work amdngencement of operations began at
the end of October 2017.

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

At 30 June 2017, the number of supply connectiamsChile increased by 24,000
connections when compared to 30 June 2016, indugliowth in the residential-commercial (4.1%)
and industrial (0.6%) segments. As for gas salesTdA services, during the first six months of
2017, the strongest growth was observed in thaleatial-commercial (6.9%), industrial (3.4%),
while TPA services decreased by 0.6%, in eachwasa compared to the first six months of 2016.

The new gas law, promulgated in February 201%dfila legal vacuum by reducing the
uncertainties surrounding investment, allowingriistion businesses to expand and providing for
an increase in natural gas use in Chile, which arees of the main objectives of Chile’s Energy
Agenda and Energy Policy.

In this context, the expansion plan has been stepp since February 2017, with a substantial
increase in investment in established territorigsere the goal is to increase saturation, and the
introduction of gas to new regions throughout thantry. Work in 2017 will be focused on central
and southern areas in order to increase the addifinew customer.

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
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The Ministerial Order on electricity tolls for 201IET/1976/2016) establishes that, until the
approval of the remuneration for transmission arsdridution for 2017 under the provisions of
Royal Decree 1047/2013, of 27 December and Royalrdee1048/2013, of 27 December, the
remuneration established for electricity transmisshind distribution companies for 2016 in Order
IET/981/2016 and Order IET/980/2016 will be paid pata.

During the first six months of 2017, electricity ammted to 123,313 GWh in line with the first
half of 2016. The number of distribution connecsiancreased by 10,492 between 30 June 2016 and
30 June 2017.

During the first six months of 2017, the installeapacity equivalent interrupt timéCEIT)
was higher than during the first six months of 2@L@ to strong gales and rainstorms in Galicia in
February 2017, where wind speeds reached 178 km/@alicia accounted for 89% of Gas Natural
Fenosa’s total outage time.

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 péaimprove 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 increased by 3% in the firatftof 2017 when compared to the same period
in 2016 as consumption increased due to the coliteer conditions.

— The number of supply connections totalled 883,dt130 June 2017, an increase of 1.1% over
the number at 30 June 2016, primarily as a re$gjtawth in the real estate sector.

Electricity distribution and transmission — Latim&rica

This division involves regulated electricity distwtion in Argentina, Chile and Panama, and
electricity transmission in Chile. In 2016, thistigity also included electricity distribution in
Colombia. There was no activity in the first sixmtizs of 2017 in Colombia due to the intervention
by the Colombian Government in Electrificadora @alribe, S.A. E.S.P. (Se®éscription of Gas
Natural SDG, S.A.—Litigation-Electrificadora del Caribe, S.A. E.S'P.

The two tables below set forth the figures for &leity distribution for the six months ended
30 June 2017 and 2016, respectively, and the nuoflgas electricity connection points, both as at
30 June 2017 and 2016, respectively, in each oL#ti@ American countries in which Gas Natural
Fenosa conducts its electricity distribution aditba.

For the six months (%)
Electric activity sales (GWh) ended 30 June Variation

2017 2016 2017/2016
Argentina 977 997 -2.0
Chile 7,446 7,300 2.0
Colombia 0 6,619 -100.0
Panama 2,528 2,519 0.4
Total 10,951 17,435 -37.2
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As at 30 June Variation

Electric Connection points (‘000)

2017 2016 2017/2016
Argentina 224 218 6
Chile 2,824 2,746 78
Colombia 0 2,614 -2,614
Panama 628 603 25
Total 3,676 6,181 -2,505

The increase in sales and connection points (ekagjuthe impact of deconsolidating
Electrificadora del Caribe) reflects the sustaigedwth in the electricity distribution business in
Latin America.

(%)
Electricity transmission Chile (GWh) As at 30 June Variation
2017 2016 2017/2016
Electricity transmitted (GWh) 7.396 7.531 (1,8)

Transmission network (km) 3.528 3.528 -

Power transmission in Chile decreased by 1.8% dutfie first six months of 2017 when
compared to the first six months of 2016. The Gi®a@nsmission network reached 3,528 km as at
30 June 2017, the same as at 30 June 2016.

Gas

Gas—Infrastructures

This area includes operation of the Europe-Maglyab 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 49,433 GWh duringfitst six months of 2017, 5.5% less when
compared to the corresponding period in 2016. @f fiyure, 28,992 GWh were shipped for Gas
Natural Fenosa through Sagane and 20,441 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 3,790 GWh
were shipped via the Medgaz pipeline for Gas Naieaosa during the first six months of 2017.

In the gas storage business, the Group’s operatmagacity as at the date of this Base
Prospectus is 916 GWh. A number of works (pipelieplacement and initial well drilling) have
been completed to increase storage capacity orobtie five exploration, production and storage
projects that Gas Natural Fenosa plans in the Gaaiga Valley in the coming years. The other
four projects are at various stages of the perroitgss.

Gas—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.
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Wholesale supply by Gas Natural Fenosa totalledoau&GWh during the first six months of
2017, a 13.2% increase when compared to the ol 2016, mainly due to international business
(an increase of 24.1%).

Gas Natural Fenosa supplied 74,802 GWh of gas docastomers in Spain during the first
half of 2017, 2.7% more than in the same perictth@fprevious year.

International gas supply continued the trend ofipies quarters and reached 86,141 GWh in
the first half of 2017, a 24.1% increase comparethe first half of 2016, driven particularly by
supply of LNG.

The organised market in gas through the Iberian (@aket (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
figure of “voluntary market maker” was created andary 2017, giving the market greater liquidity
and depth.

In the first quarter of 2017, Gas Natural Fenosdigipated in the auction for underground
storage capacity for the period from April 2017March 2018. Gas Natural Fenosa was awarded
10.3 TWh of capacity, 46.2% of the contracted arhoun

In 2017, Gas Natural Europe, S.A.S. strengthergepdsition in natural gas supply in Europe,
with a presence in France, Belgium, Ireland, Itdlyxembourg, Portugal, the Netherlands and
Germany. It is also an active trader in in thesentes’ liquid gas markets, enabling it to optienis
Gas Natural Fenosa’s position and seize opporésniti European markets.

Sales in France in the first half of 2017 amourtted 9.5 TWh, to customers in numerous
segments such as industry, local government anguhkc sector. In the first half of 2017, sales in
Portugal amounted to 3.1 TWh. Sales in Belgium,dmiourg, the Netherlands and Germany in the
same period amounted to 9.0 TWh. Gas Natural Feaadao active in the wholesale market in Italy
and Ireland, where it sold 4.8 TWh and 0.8 TWhpeesively in the first six months of 2017.

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 Union Fenosa Gas amount@d,885 GWh during the first six
months of 2017, compared with 17,083 GWh for theesgeriod in 2016. Additionally, during the
first half of 2017, a total of 12,537 GWh of enenggs sold in international markets, compared with
10,792 GWh in the first six months of 2016 (100%ragates).

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 Jua& 20d 30 June 2016, respectively.

%
(MW) As at 30 June VaEiat)ion

2017 2016 2017/2016

Installed capacity 12,716 12,714 —
Generation 11,569 11,569 —
Hydroelectric 1,954 1,954 —
Nuclear 604 604 —

Coal 201 201 —
Oil/lgas 7,001 7,001 —
Renewables and Cogeneration 1,147 1,145 0.2
Wind 979 977 0.2

Small hydroelectric 110 110 —
Cogeneration and other 58 58 —

Gas Natural Fenosa generated 13,161 GWh of eliggtiicmainland Spain during the first six
months of 2017, an increase of 3.1% when comparehet corresponding period in 2016. Of that
figure, 11,895 GWh were from conventional sourees,5% increase with respect to the same period
last year.

In the watersheds where Gas Natural Fenosa opeP®Es is proving to extremely dry, with
an exceedance probability as at 30 June 2017 of 99%

Reservoirs in Gas Natural Fenosa’s watersheds ateBd% of capacity as at 30 June 2017,
twenty-one points lower than as at 30 June 2016.

Nuclear output increased by 3.8% during the firstnsonths of 2017 when compared to the
first half of 2016, although the figures are aféetby changes in the dates of scheduled shutdowns.

Coal-fired output totalled 2,832 GWh during thesffisix months of 2017, compared with 936
GWh in the corresponding period of 2016.

CCGT output increased by 23.2% in the first half 2017 when compared to the
corresponding period in 2016, with a capacity saifion as at 30 June 2017 of 20%, double that of
the industry as a wholsg@urce: REE

Emissions of C@amounted to 5 million tons of GQ@uring the first six months of 2017, 2.1
million tons more than in the same period of 2016.

Gas Natural Fenosa’s generation market share wa$alié the first half of 2017, 0.8% more
than in the same period of 2016 (souaculated with REE daja
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Gas Natural Fenosa Renovables

In the area of renewables and cogeneration in 2@H8, Natural Fenosa Renovables, S.L.
(GNF Renovables commenced construction of seven of the 13 wirrdh$aregistered under the
maximum quota of 450 MW authorised by the Ministfylndustry, Energy and Tourism for the
Canary Islands, which will have a special remunenasystem, conditional upon them being
commissioned by 31 December 2018, the deadlinepfgjects in this quota. These seven farms
under construction are expected to have a combistalled capacity of 27 MW. At the same time,
work continues to obtain the necessary permitegirbbuilding the other 6 wind farms.

In addition, Gas Natural Fenosa was awarded a tit&l67 MW of wind capacity in an
auction held by the Spanish government on 17 May’2Gas Natural Fenosa obtained 22% of the
auctioned capacity, expanding the group’s pipelifiee development and construction of these
projects must be commissioned by December 2019.

Renewable and cogeneration output during the $irstmonths of 2017 was 1,266 GWh
compared to 1,497 GWh during the first six month20a16, mainly due to lower winds.

At 30 June 2017, Gas Natural Fenosa Renovablea tatdl consolidable operational capacity
of 1,147 MW, of which 979 MW were wind, 110 MW wesenall hydroelectric and 58 MW were
cogeneration and photovoltaic, including the capaaf cogeneration plants that are being liquidated
(43 MW).

International generation assets and interests

This section comprises all the Group’s internatig@neration assets and interests in Mexico,
Puerto Rico, the Dominican Republic, Panama, CBsta and Kenya and its power generation
projects in Australia, Chile and Brazil, as wellassets operated for third parties via its subsidia
Operacién y Mantenimiento Energy, S.A.

On 18 August 2016, Gas Natural Fenosa, throughdblBbwer Generation, S.A.UGPG),
was awarded two power generation projects in Ctiiee Cabo Leones Il wind farm (204 MW) and a
solar photovoltaic plant in Inca de Varas (120 MWhese are Gas Natural Fenosa’s first electricity
generation projects in Chile and they are ultinyaetpected to supply 858 GWh per year. The
investment is expected to amount to approximat8R5€million. Construction is expected to begin
in the third quarter of 2018 and operations aresetgul to commence in the fourth quarter 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. BieMW 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 2017 and 30 June 2016, respectively.

(MW) As at 30 June (%) Variation

2017 2016 2017/2016

Installed capacity 2,702 2,702 —
Mexico (CCGT) 2,035 2,035 —
Mexico (wind) 234 234 —

Costa Rica (hydroelectric) 101 101 —
Panama (hydroelectric) 22 22 —
Dominican Republic (oil-fired) 198 198 —
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Kenya (oil-fired) 112 112 —

Note:
The table does not include the corresponding dataFuerto Rico as the Group accounts for its
operations in Puerto Rico through the equity method

Output in Mexico increased during the first six ri@of 2017 when compared to the
corresponding period in 2016 as a result of grestdes of surplus energy, mainly from Norte
Durango and Tuxpan, which began selling surplusgoaw February 2017. These effects offset the
lower wind output caused by lower winds at Bii Hiox

Hydroelectric output in Costa Rica during the fibstlf of 2017 was favoured by higher
precipitation.

Output in Panama during the first half of 2017 \Wwagher than during the first half of 2016
due to higher precipitation as the first half oflBGvas especially dry. Availability as at 30 Juf& 2
decreased when compared to 30 June 2016 due facththat the Los Algarrobos hydroelectric plant
underwent its annual overhaul in the second quaft2017.

Output in the Dominican Republic declined by 3.9%imy the first six months of 2017
when compared to the corresponding period in 2Q&6td higher hydroelectric generation and to the
withdrawal of the more efficient plants from thesgm in 2016.

Diesel-fired output in Kenya increased by 83.6%434 GWh during the first six months of
2017 when compared to the corresponding perio@162This was due to higher dispatching and to
the withdrawal of the more efficient plants frone tystem in 2017.

Output by Ecoeléctrica L.P.’s CCGT in Puerto Riadnich the Group accounts for through
the equity method) was 1,636 GWh in the first sienths of 2017 when compared with the
corresponding period in 2016. On 20 September 2d0i#tjcane Maria crossed the islands of Puerto
Rico from southeast to northwest. The hurricaneatgad Ecoeléctrica’s facilities but the necessary
repairs are in progress at an advanced stage. Uieane also caused extensive damage to the
power transmission grid owned by the Puerto Riaxit Power Authority (PREPA) and this must
be repaired in order for the plant to resume notpalations. As at the date of this Base Prospectus
the full impact of this situation is currently bgiassessed by Gas Natural Fenosa.

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 provisicoof 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
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(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 Law, dlas 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 mesallations 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
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 Industnergy 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.
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e Tariff deficit 2014: The cumulative deficit existeat 31 December 2014 will be financed by
the companies in proportion to their share in fysesn 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 a
parametric formula which takes into account growtlclients and volume. However the
updating factors have been eliminated. Also, a rewuneration scheme was introduced to
encourage growth in new gas areas.

In transportation, regasification and storage, iber scheme is based on a combination of
“net regulated asset bas&AB) plus “variable remuneration”. As in the case istribution,

the updating factor has been eliminated, but anieficy factor 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
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 definitive interes pending the approval of the
Ministerial Order fixing the amount. Additionallpn 3 October 2014, Royal Decree-Law 13/2014
was passed. It focused on the suspension of opesadit the underground storage site “Castor” and
fixing the compensation to be paid, by Enagas Tars, S.A.U. to the concessionaire (namely,
Escal UGS, S.L.) amounting to €1,350,729,000. Esagansporte, S.A.U. is to manage the
corresponding gas facilities and has a payment agtounting to the total compensation paid to
Escal UGS, S.L., plus a financial consideration ft& management responsibilities of the
underground storage site Castor. These paymenisrigbre sold to certain banks meaning these
banks have the right to claim such amounts frongt®esystem. The receivables in favour of Enagas
Transporte, S.A.U. and later in favour of the bamke to be paid by the gas system, under the gas
system’s access tolls and royalties for a periagOofears.

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 gas tariff deficit for 2015 amounted&23 million, due to the mild weather at the end
of 2015.
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Law 18/2014 also established, pursuant to the BnEfficiency Directive, a national system
for energy efficiency obligations which assignseach obligated subject (suppliers of gas and
electricity, wholesale petroleum operators and edale GLP operators) an obligation of annual
savings with two alternatives for compliance: cimition to a National Energy Efficiency Fund
(Fondo Nacional de Eficiencia EnergetjcdNEE) managed by the Institute of Diversification and
Energy Savinglfstituto para la Diversificacion y Ahorro de la &mia (IDEA) and alternatively
an accreditation system of energy savings throhghigsuance of Certificates of Energy Saving
(CAE9. However, as the regulatory development of th&=SAs still pending, the only possibility to
fulfill the obligations of savings for 2014, 2018)16 and 2017 is through contribution to the FNEE.

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 4 August 2015, Circular 2/2015
was published by the CNMC, establishing the balancules set out on the balancing regime in
accordance with the European network code, which a@proved by Regulation EU/312/2014. It
defined a model with incentives for agents to bée @b balance their portfolios and thereby
minimising the use of balancing actions in the Ggstem Transport NetworlRéd de Transporte
del Sistema GasigtaOn 31 October 2015, Royal Decree 984/2015 wdsdighed, establishing
detailed rules regulating the functioning and ois@tion of this secondary organised gas market, as
well as some changes in third-party access torgaslliations.

Since October 2015, more legislation has been ghisdi in order to develop the gas market.
Ministerial Orders IET/2736/2015 and ETU/1977/2016/e set the remuneration for regulated gas
activities for the years 2016 and 2017, respegctivel

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 dbelc 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@ ttistribution company’s group.

A “last resort” tariff was established, setting thiéce at which “last resort” suppliers may
charge eligible consumers (initially being conswsmawnnected to a gas pipeline with a pressure less
than or equal to 4 bar and whose annual consumjgidess than 3 GWh). On 14 May 2009,
Ministerial Order ITC 1251/2009 modified the scayfe¢he “last resort” tariff to apply as from 1 July
2009 only to customers connected to a gas pipelitle a pressure less than or equal to 4 bar and
whose annual consumption is less than 50 MWh. “Igs resort” tariff is calculated as the sum of
the competitive energy cost plus the applicableessdariffs and retail margin (defined by the
Ministry of Energy, Tourism and the Digital Agenda)

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
subsidiary of the Guarantor) was designated agst fesort” suppliercomercializador de ultimo
recursq in place of Gas Natural Servicios, S.A.
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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 reqérds 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 Fentissaéss that it accounts for approximately 45.1%
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 coghimitheir 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 manageaf 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 &\ 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 elecity 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 d@lelotricity system. As of December 2016, the
total outstanding electricity tariff deficit amogrtio approximately €25 billion, all of which haseloe
securitised. As a result of the Spanish electri@fprm, 2013 was the last year, with a tariff digfi
with a tariff surplus of income over costs of tHectricity system of €550 million having been
recorded in 2014 and €469 million in 2015. Thetfireasure adopted to tackle the tariff deficit was
Royal Decree Law 9/2013, approved in July 2012stablish the principles of the remuneration for
regulated activities, such as transmission, digtidm and generation from renewable sources, a

146



reduction of capacity payments for back-up genenagind also the funding for the so-called “Social
Bonus” Bono Socidl, 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 andgther
in order to raise new sources of revenues to flextreity costs.

With regard to the Spanish energy regulator CIXIBnjision 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.

Law 18/2014 also established, pursuant to the BnEfficiency Directive, a national system
for energy efficiency obligations which assignseach obligated subject (suppliers of gas and
electricity, wholesale petroleum operators and edale GLP operators) an obligation of annual
savings with two alternatives for compliance: citmition to a National Energy Efficiency Fund
(Fondo Nacional de Eficiencia EnergetjcdNEE) managed by the Institute of Diversification and
Energy Savinglfstituto para la Diversificacion y Ahorro de la &mia (IDEA) and alternatively
an accreditation system of energy savings throhghit¢suance of Certificates of Energy Saving
(CAE9. However, as the regulatory development of th&=SAs still pending, the only possibility to
fulfill the obligations of savings for 2014, 2018)16 and 2017 is through contribution to the FNEE.

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 MarketQperador 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
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through bilateral contracts with the system operd&Royal 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 govertnamproved Royal Decree-Law 1/2012 and
suspended the registration of new renewable engrgjects 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
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 emditure of a standard asset. Royal Decree
413/2014, established a detailed regulation witkecdjg remuneration parameters. This new
regulation also establishes that any new incenfimethe new installations are to be awarded via an
auction process. As of the date of this Base Potapethree auctions have taken place in the
peninsular in order to allocate specific remuneratd new installations for a total of 8,737 MW and
these installations are expected to be operatingampary 2020. The auctions took place on 14
January 2016, 17 May 2017 and 26 July 2017.

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 first reguyaperiod will end in December 2019. The new
methodology was first applied in Ministerial Ord&T/980/2016 establishing the remuneration of
distribution activity for 2016 published in Junel®0 As of the date of this Base Prospectus, the
Ministerial Order establishing the remuneratioristribution activity for 2017 is still pending.

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
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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 redticeft.

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 settlemetersysanaged by the regulator. The regulator also
determines the compensation entitlement for theagament of access contracts, costs of meter
reading, planning, and other regulated activities.

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 va&threshold 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 expergliumit 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 #gtifor 2016 published in June 2016. As of the
date of this Base Prospectus, the Ministerial Orgablishing the remuneration of transmission
activity for 2017 is still pending.

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: thispeoent is based on standard
operations and management values set for each cmmpof 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.
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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 IndustryelEgy and Tourism. Royal Decree 216/2014, of 28
March, regulates the effective entry into forcehe 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 nonrexfee 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
tariff, plus a retail margin which is defined byetMinistry of Industry, Energy and Tourism.
Detailed regulation that allows the effective u$éaurly 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 2015, the Supreme Court recognised that thdl retargin (defined by the Ministry of
Industry, Energy and Tourism) should be sufficiemtcover the cost of the activity plus a profit
margin. Following the Supreme Court decision, thev&nment approved Royal Decree 469/2016
establishing a new methodology for setting theilratargin.

In addition, some of the poorest consumers, knosvtvalnerable consumers”, are eligible to
receive a so-called “Social BonusBdno Socigl, whereby they receive a discount applied to the
PVPC. This “Social Bonus” was funded, accordindrtwyal Decree-Law 9/2013 and the Electricity
Act, by vertically integrated companies such as ®atiral Fenosa. However, the Supreme Court
has recently declared that this discount is coytrer the Electricity Directive for being
discriminatory and therefore, has been declared apglicable. The Supreme Court has also
recognised that funding companies may recoverafhyents that they made for this purpose since
2014. Following the Supreme Court decision, the éioment approved in December 2016 a new
method of financing the “Social Bonus” that congauo be applied by the reference suppliers. Since
entry into force of Royal Decree 17/2016, the “&b8ionus” is funded by all the electricity suppdier
according to the number of clients. The new reguiadf the “Social Bonus” has introduced income
criteria in order for a customer to qualify foraihd the discounts applied to the “Small Consumer
Voluntary Price” Precio Voluntario para el Pequefio Consumidor or EYRBan be between 25% to
40%. It also provides for the partial financing tbke aid granted by social services for certain
customers who are at risk of social exclusion. Tésponsibility falls on “Reference Suppliers”
(formerly called “Suppliers of Last Resort”) to tisr the vulnerability of the customers. However,
the costs of funding and the new operational ot included in the regulated electricity farif

Research and Development

The Group engages in research and developmenirm#pendently 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
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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 andeajer competition in the liberalised market, among
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 amouantdvied 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 arigsitige Group’s ordinary course of operations. Such
incidents may include breakdowns in the gas digtidim network, gas explosions or damage caused
by the Group’s tankers that transport LNG. Anytsaaims 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 adbtsirance 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 ammutd the extent the premiums payable in
respect of such policies are increased as a @sSualsurance claims.

The main judicial, arbitration and regulatory predmgs of the Group as of the date of this
Base Prospectus are set forth below.

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 RioJd@eiro declared void the recognition
that it had previously accepted in April 2003 tonpensate the loans for the contributions related to
the sale of PIS and COFINS paid by the Group com@ampanhia Distribuidora de Gas do Rio de
Janeiro CEG). The Tax Administration confirmed this resolutionMarch 2007 and CEG therefore
filed an appeal with the administrative courdsigtica Federal do Rio de Janeirdn 26 January
2009 notification was received of public civil axtiagainst CEG in connection with the same events
which are being processed. The total tax administraclaims (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 €69 million). CEG has appealed tkeiglon and considers, together with its legal
advisors, that even the reduced amount is basafessnd therefore no liabilities with a significant
impact on Gas Natural Fenosa’s results are cuyrerfiected.

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 Qatquefied Gas Company Limited under its
longterm contract. Gas Natural Fenosa has requaspeide reduction and the supplier has requested
a price increase. The parties have presented ¢t@@ims during 2016 and it is envisaged that the
award will be rendered by the end of 2017 or begmiof 2018.
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Claims between Transportadora de Gas del Norte &é Metrogas, S.A

Transportadora de Gas del Norte S.A filed varidasrs against the Group’s company in
Chile, Metrogas, S.A., in different first instanci@il courts in Argentina on the grounds of alleged
contractual breaches in relation to the transpbrgas from Argentina to Chile that arose as a
consequence of the Argentine energy crisis thatestan 2004.

In April 2017, Metrogas, S.A. received legal natiffion from the Court ordering to
consolidate the proceedings, which amount to d ¢dtdl.S.$227 million in claims. The proceedings
are in the evidential phase.

Metrogas, S.A., in turn, commenced arbitration pthoes against different suppliers in
relation to other contractual breaches that aleseaduring the Argentine energy crisis.

Electrificadora del Caribe, S.A. E.S.P

Throughout 2016, Electrificadora del Caribe, S.AS.P. Electrificadora del Caribg, in
which the Group held a 85.38% stake, experiencedrediquidity stress as a result of the actions
and omissions of the Republic of Colombia. On 1l4védober 2016, the Superintendent for
Residential Public Services of the Republic of @udba (the Superintendent ordered the
Colombian Government to take possession of thesaasel businesses of Electrificadora del Caribe
and the removal of the members of the governiny laodl the general manager. Their replacements
were to be appointed by a special agent who wasimtegl by the Superintendent. Consequently, by
the end of December 2016, Gas Natural Fenosa lstdctmtrol of Electrificadora del Caribe.
Subsequently, on 11 January 2017, the Superintered@ended the order of intervention by the
Colombian Government until 14 March 2017 and finathn this date announced the decision to
liquidate the company.

On 22 March 2017, Gas Natural Fenosa initiatedtratibn proceedings before the United
Nations Commission on International Trade Law (URRAL) in order to recover the company with
a viable regulatory framework or, barring that,abtcompensation based on the fair value of the
company, estimated at over U.S.$. 1,000 millionfoAmal request has been made for arbitration
before the UNCITRAL Tribunal, which, like the WorlBank's ICSIC, is considered to be an
appropriate venue for settling differences undertiitateral agreement between Colombia and Spain
on promotion and reciprocal protection of investtaen

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.

These operations are developed in accordance hatlenvironmental strategy of the Group
and focus on climate, air quality, water, natuggital and a sustainable economy.

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
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purchases reinsurance protection to mitigate ipogdre. 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.

Employees

At 31 December 2016, Gas Natural Fenosa employe2R@7persons 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 Fundacion Gas Natural Fenosa
Rafael Villaseca Marco Executive
Officer

Honorary President of the Asociacién Espafiola de
Directivos (AED), President of the Societat d’Essud
Ramon Adell Ramén Director  Economics and Vice- President of the Confederacion
Espafiola de Directivos y Ejecutivos (CEDE) and of
the Fundacion CEDE

Enrique Alcantara-Garcia —

: 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

Executive President of Caixa Capital Risc,
S.G.E.C.R.,, S.A.
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Mario Armero Montes Director

Francisco Belil Creixell Director

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

Executive Vice-President of ANFAC Asociacion
Espafiola de Fabricantes de Automdviles y Camiones

President of the Fundacion Princesa de Girona and
Vice- President of the Fundacion Bertelsmann

President of the Fundacién Euroamérica and
President of the Board of Trustees of UN Trust Fund
for Victims of human Trafficking

First Vice-President of Criteria Caixa, S.A.U and
Director of Caixabank, S.A.

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.

Partner of GIP

Secretary and Director of Repsol, S.A. and First
Vice-President of the Fundacion Repsol

The business address of the members of the Bodbir@ttors is Avenida de San Luis 77,

Madrid, 28033, 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 consequerscgascribed here may not apply to a holder ofd\ote

Coupons, Talons or Receipts. Any potential investiould consult their own tax advisers for more
information about the tax consequences of acquiomgning and disposing of Notes, Coupons, Talons or
Receipts in their particular circumstances.

This taxation summary solely addresses the prihdiptherlands tax consequences of the acquisitin,
ownership and disposition of Notes, Coupons, TamnReceipts issued by Gas Natural Fenosa Finance
B.V. after the date hereof held by a holder of Npt@oupons, Talons or Receipts who is not a resmfen
The Netherlands. It does not consider every agpfdetxation that may be relevant to a particulaldiar

of Notes, Coupons, Talons or Receipts under speit@mlmstances or who is subject to special treatme
under applicable law. Where in this summary Ehglisrms and expressions are used to refer to
Netherlands concepts, the meaning to be attritiatsdch terms and expressions shall be the meaming
be attributed to the equivalent Netherlands corsceptier Netherlands tax law.

This summary is based on the tax laws of The Nkthds as they are in force and in effect on the dét
this Prospectus. The Netherlands means the Eurggetof the Kingdom of The Netherlands. The laws
upon which this summary is based are subject tagdapotentially with retroactive effect. A charige
such laws may invalidate the contents of this surgmahich will not be updated to reflect any such
change. This summary assumes that each transagtlomespect to Notes, Coupons, Talons or Receipts
is at arm’s length.

This summary does not address the tax consequehaayg holder of Notes, Coupons, Talons or Receipts
who is a resident of any non-European part of tmg#om of the Netherlands.

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 inolg) 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:

() such holder is neither a resident nor deemed toresident of The Netherlands;

(i) such holder does not have an enterprise or aresitén an enterprise that is, in
whole or in part, carried on through a permanemabdishment or a permanent
representative in The Netherlands and to whichrprige or part of an enterprise, as
the case may be, Notes, Coupons, Talons or Recepttributable;

(iii)  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 cghdolder’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 (théBeneficiariey 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 generally 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;

(iv) 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,
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
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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 almquofit 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
werkzaamhedgnwhich, for instance, would be the case if thevit@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 “lueiinterest”;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 Netha#sldar Netherlands inheritance and gift tax

purposes, unless in the case of a gift of NotesipGos, 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 8wettl Subsequently, the Beneficiaries will be
deemed the Settlor of the Trust for purposes of Nlatherlands gift, estate and inheritance tax in
case of subsequent gifts or inheritances.
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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 Netherlarafsthe 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 subjecamny 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 skathé meaning to be attributed to the equivalent
Spanish concepts under Spanish tax law. This suynassumes 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
(Royal Decree 1065/2007as amended by Royal Decree 1145/2011 of 29 (Ribyal
Decree 1145/2001
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(ii) for individuals resident for tax purposes in Spainch 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, and Royal Decree 439/2007 of 3@ctMaromulgating the PIT
Regulations, as amended, along with law 19/199 &hfne, on Wealth Tax, along with Law
29/1987, of 18 December on the Inheritance andTaift

(iii) for legal entities resident for tax purposes iniBpehich are subject to the Corporate Income
Tax (CIT), Law 27/2014, of 27 November governing the Cliigl &koyal 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 Laamd Royal Decree 1776/2004 of 30
July promulgating the NRIT Regulations, along wlittaw 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 adgaoce
with the Consolidated Text of such tax promulgabgdRoyal Legislative Decree 1/1993, of 24
September and exempt from Value Added Tax, in aeowe 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 purpokes.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 28114 flat rate of 19 per cent. on the first €6,000
21 per cent. for taxable income between €6,001€5%J000, 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 1885/ provides for information which are
explained under sectionTéxation in Spain—Disclosure of Information in Ceation with the
Notes below and that, in particular, in the case of tdétied securities issued under Law 10/2014
and initially registered in a foreign clearing asettlement entity that is recognised under Spanish
regulations or under those of another OECD memtse,sas the Notes issued by Gas Natural
Capital Markets, S.A.:

(i it would not be necessary to provide the Issmith 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
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(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
1065/2007, 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 depositaridgmancial 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 lyrievant investors against its final PIT lialilit

However, regarding the interpretation of Royal @ecfl065/2007 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 2017, 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 acoortth 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 4 of Royal Decree-La @6, of 2 December 2016 adopting measures
in the tax field aimed at the consolidation of pehkiinances and other urgent social security
measures, during year 2017 the 100% relief oftehiswill continue to be repealed but from the year
2017, a full exemption on Net Wealth Tax would gpftlonificacion del 100% and therefore, from
year 2018 Spanish individual holders will be retgaom formal and filing obligations in relation t
this Net Wealth Tax, unless the derogation of tkengption is extended again before the end of
2017.

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
residency in Spain for corporation tax purposeadoordance with the CIT tax rules. The current
general tax rate according to CIT Law is 25 pet.cen
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Pursuant to Section 61.s of the CIT Regulationstethis no obligation to make a withholding on
income obtained by taxpayers subject to Spanish (@Hich for the avoidance of doubt, include
Spanish tax resident investment funds and Spaaishesident pension funds) from financial assets
traded on organised markets in OECD countries. éVew in the case of Notes held by a Spanish
resident entity and deposited with a Spanish residéatity acting as depositary or custodian,
payments of interest and income deriving from thedfer may be subject to withholding tax at the
current rate of 19 per cent. Such withholding mayniade by the depositary or custodian if the
Notes do not comply with the exemption requiremespiscified in the ruling issued by the Spanish
Tax Authorities Direccion General de Tributdslated 27 July 2004 (that is, placement of theehlot
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 Dedr@65/2007 (as amended), in the case of listed
debt instruments issued under Law 10/2014 andallyitiregistered in a foreign clearing and
settlement entity that is recognised under Sparggfulations or under those of another OECD
member state (such as the Notes issued by GasaNa&lapital Markets, S.A.), interest paid to
investors should be paid free of Spanish withhgdiax. The foregoing is subject to certain
information procedures having been fulfilled. Téeasrocedures are described ifiakation in
Spain—Disclosure of Information in Connection vifite Note$below.

Therefore, Gas Natural Capital Markets, S.A. caarsidhat, pursuant to Royal Decree 1065/2007 (as
amended), it has no obligation to withhold any tax interest paid on the Notes in respect of
Noteholders who are Spanish CIT taxpayer, provitiad the information procedures are complied
with.

However, regarding the interpretation of Royal [2ect065/2007 (as amended) and the information
procedures, please refer to secti®isk Factors—Risks Relating to Withholding Talsove.

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 sutje¢che Spanish Inheritance and Gift Tax.

4, Individuals and Legal Entities with no Tax Resiéncy in Spain
4.1  Non-Resident Income Taxlfnpuesto 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 peremtrestablishment 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, obtainednbividuals or legal entities who
have no tax residency in Spain, being NRIT taxpaywith no permanent
establishment in Spain, are exempt from such NRIThe same terms laid down for
income from Public Debt.

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).

4.2  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.

However, non Spanish tax resident individuals Ww#l exempt from Wealth Tax in respect of the
Notes whose income is exempt from NRIT as descrétexe.

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 thecomous community where their most valuable
assets are located and which trigger this SpanghN¢alth Tax due to the fact that they are located
or are to be exercised or must be fulfilled wittlie Spanish territory.

In accordance with Article 4 of the the Royal Destew 3/2016, of 2 December 2016 adopting
measures in the tax field aimed at the consolidatib public finances and other urgent social
security measures, during year 2017 the 100% redi¢fis tax will continue to be repealed but from
the year 2018, a full exemption on Net Wealth Tauld apply bonificacion del 1009 unless the
derogation of the exemption is extended again kefwe end of the year.

Non-Spanish resident legal entities are not sulbjeltet Wealth Tax.

4.3  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 factoesiges between 7.65% and 81.6%.
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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
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 indemmilgr \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 Nafeemosa 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 sittetmless 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 residerted 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 rentpgibmits to the Guarantor a tax
residence certificate duly issued by the tax aitfkerin 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 Gtaraelating 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
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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).

This obligation would only need to be complied witkertain thresholds are met: specifically, iéth
only rights/assets held abroad are the Notes,dbiigation 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 subsequeatyé 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 Nestaral 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.didaé 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 other than any withholding tax undeATCA) all interest under the Notes to all
Noteholders (irrespective of whether they are &sident 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 tohlild 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 inferms and Conditions of Notes Issued by Gas Na@apital Markets, S.A.—
10. Taxatiof.
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In the event that the current applicable proceduree to be modified, amended or supplemented
by, amongst others, a Spanish law, regulationfpré¢ation or ruling of the Spanish Tax Authorifies
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 gations 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 simdébrimation 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 (tfarticipating
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 Siatfh) 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, durttork 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 digadtains 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
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EU Member States may decide to participate. Putisggeholders of the Notes are advised to seek
their own professional advice in relation to therET

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 intergovernmexgigdement 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 institut
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 whethénhelding 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 isju¢lowever, 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 on 30 November
2017 (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 utkd@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 makatiscribe 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 utite 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 edblerflDealer 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 dige 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 fien& 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 thanDmader, 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.

Prohibition of Sales to EEA Retail Investors

From 1 January 2018, each Dealer has representtcgneed, and each further Dealer
appointed under the Programme will be requirecefweasent and agree, that it has not offered, sold
or otherwise made available and will not offer] selotherwise make available any Notes which are
the subject of the offering contemplated by this@Rrospectus as completed by the Final Terms in
relation thereto to any retail investor in the Epgan Economic Area.

For the purposes of this provision:

(@) the expression “retail investor” means a persdo is one (or more) of the
following:

(i) aretail client as defined in point (11) oftiste 4(1) of MiFID II; or

(i) a customer within the meaning of the IMD, asiended where that customer
would not qualify as a professional client as dediin point (10) of Article 4(1)
of MiFID II: or

(i) not a qualified investor as defined in theoBpectus Directive; and

(b) the expression “offer” includes the commurimain any form and by any means of
sufficient information on the terms of the offerdatihe Notes to be offered so as to
enable an investor to decide to purchase or siiestite Notes.

Prior to 1 January 2018, in relation to each Mentbte of the European Economic Area
which has implemented the Prospectus Directiveh(eaRelevant Member Stajeeach Dealer has
represented, warranted and agreed, and each flbdader appointed under the Programme will be
required to represent, warrant and agree, that effgct from and including the date on which the
Prospectus Directive is implemented in that Relewdember State (th&elevant Implementation
Date) it has not made and will not make an offer of @otvhich are the subject of the offering
contemplated by this Base Prospectus as complgtdtelfinal terms in relation thereto to the public
in that Relevant Member State except that it maigh wffect from and including the Relevant
Implementation Date, make an offer of such Notehégpublic in that Relevant Member 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 16@frospectus Directive.
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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 matuoityess 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 oegtmnents (as principal or agent) for
the purposes of their businesses where the issile dfotes would otherwise constitute
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 hwbkiction 21(1) of the FSMA does
not apply to the relevant Issuer or the Guaratod;

(c) it has complied and will comply with all apmigle 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 indt offered,
sold or otherwise transferred and will not offegll ®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) persomsvigling 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
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(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&4| 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
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, Royal Decree 217/2008 ofFbruary on the Legal Regime
Applicable to Investment Services Compani&edl Decreto 217/2008, de 15 de
febrero, sobre el régimen juridico de las empredasservicios de inversion y de las
demas entidades que prestan servicios de inveraithrelated legislation.

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 apprdvhi® 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, yded that no such offer of Notes shall require the
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Issuer or any Dealer to publish a prospectus puatsimArticle 3 of the Prospectus Directive or
supplement a prospectus pursuant to Article 16®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 eattier fubealer appointed under the
Programme will be required to represent and adragitt has not offered, sold or delivered, and will
not offer, sell or deliver any Notes or distribwgay copy of this Base Prospectus or any other
document relating to the Notes in Italy except:

(a) to qualified investorgr{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 Rigud.

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, asesualed 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 Lavwy 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.
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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 driuites this Base Prospectus and will obtain any
consent, approval or permission required by ittfigr 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
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 atbrfvtom its consolidated accounting records to
evaluate period to period changes that are notinestjloy, or presented in accordance with, IFRS and
because the Guarantor believes these measuresssist securities analysts, investors and otherasted
parties in the understanding of the Group’s resaoftoperations and financial position. This Base
Prospectus contains certain of these financial oreasn the documents referred to in paragraph&)A)
(B)(c), (C)(c), (D)(c), (Q)(c) and (T)(c) of thect®mn “Documents Incorporated by Referehoa pages

21 to 25.

These supplemental financial measures derived fhenGuarantor’s consolidated accounting records and
other management sources are not measures of tug’&ffinancial performance or liquidity under IFRS
and should not be considered as an alternativertsatidated net income as an indicator of the Gsoup
performance or as an alternative to cash flows faparating activities as a measure of the Group’s
liquidity. Accordingly, they may differ from simitly-titled measures reported by other companies and
may not be comparable. Investors are cautionedtmgpblace undue reliance on these alternative
performance measures (contained in the documefetseé to in paragraphs (A)(c), (B)(c), (C)(c), (D)
(Q)(c) and (T)(c) of the sectioDdcuments Incorporated by Referehoa pages 21 to 25), which should
be considered supplemental to, and not a subsfitut¢he financial information prepared in accorda
with IFRS incorporated by reference in this Basespectus.

The Guarantor considers the following metrics tmstibute “Alternative Performance Measures” as
defined in the European Securities and Markets @étitih Guidelines introduced on 3 July 2016 (ESMA
Guidelines) on Alternative Performance Measures #ne not required by, or presented in accordance
with, IFRS:

Metric Definition
EBITDA ‘Operating income® plus “Depreciation, amortisation and impairn
expenses? plus “Transfers to provision§? less “Other result§?
Cash flow from operations (CFO) “Operating casvid? before “Changes in working capité&l”
Gross financial debt “Non-current financial liab#s™® plus “Current financial liabilities®
Net Borrowings Gross financial déBtless “Cash and cash equivaleftdess “Derivativ

financial asset$®

Net Investments Investment in intangible as8efslus Investment in property, plant ahd
equipmert® plus Investment in financial assets less Recefpts
divestment of property, plant and equipment andngible assets legs
Other investing receipts / paymefits

Leverage (%) Net Borrowingd” / (Net Borrowing$ plus “Net equity®?)
Cost of net borrowings “Cost of borrowin§¥'less “Interest incomé&
EBITDA / Cost of net borrowings EBITD® / Cost of net borrowings

Net Borrowings / Annualed EBITDA Net borrowing® / EBITDA annualised®

Return on assets (ROA) (%) )Annualised attributable net incoftfe/ “Total Assets™
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Market capitalisation Numbe of shares at end of perf&¥ multiplied by Market price at end

period'®

Earnings per share “Net income attributed for tleeiqu™” / Average number of shares

period™V

Net equity attributable to the equ “Net equity attributable to the equity holders betparent compan{? /
holders of the parent company per shiimber of shares at end of peffod

Price-earnings ratio (P/E) Closing share ptiteEarnings per share in the last four quafters

Enterprise value (EV) Market capitalisati®mlus Net Borrowingg

Enterprise value / Annualised EBITDA Enterpriseuell / EBITDA annualised”

Net rersonnel expenses Personnel costs less capitpéissohnel expensés

Other expenses/revenues “Other operating incBn&dther operating expensed”and “Release

fixed assets grants to income and othéts”

Notes:

@)
@
®)

4)

®)

(6)

@)

®)

9)
(10)

(11)

(12

Guarantor’s interim consolidated income statairie item at 30 June 2017 (contained in the doents
referred to in paragraph (C) of the section “Documtgelncorporated by Reference” on pages 20 to 24)
Guarantor’s interim consolidated balance shiee item at 30 June 2017 (contained in the documen
referred to in paragraph (C) of the section “Documigelncorporated by Reference” on pages 20 to 24)
Guarantor’s interim consolidated cash flow staent line item at 30 June 2017 (contained in the
documents referred to in paragraph (C) of the sectDocuments Incorporated by Reference” on pages 2
to 24)

Figures detailed in Note 5 of the Guarantorsndensed interim consolidated financial statement30
June 2017 (contained in the documents referred noparagraph (C) of the section “Documents
Incorporated by Reference” on pages 20 to 24)

Figures detailed in Note 6 of the Guarantorsndensed interim consolidated financial statement30
June 2017 (contained in the documents referred noparagraph (C) of the section “Documents
Incorporated by Reference” on pages 20 to 24)

Figures detailed in Note 12 of the Guarantartendensed interim consolidated financial statemeant30
June 2017 (contained in the documents referred noparagraph (C) of the section “Documents
Incorporated by Reference” on pages 20 to 24)

Figures detailed in Note 13 of the Guarantartendensed interim consolidated financial statement30
June 2017 (contained in the documents referred noparagraph (C) of the section “Documents
Incorporated by Reference” on pages 20 to 24)

Figures detailed in Note 14 of the Guarantartendensed interim consolidated financial statement30
June 2017 (contained in the documents referred noparagraph (C) of the section “Documents
Incorporated by Reference” on pages 20 to 24)

Figures detailed in this table

Figures set out further below

The number of issued shares and the averagdeuof shares at the end of the period are inducie
page 3 of the Guarantor's Consolidated DirectorgpRrt at 30 June 2017 (contained in the documents
referred to in paragraph (C) of the section “Documtgelncorporated by Reference” on pages 20 to 24)
Financial investments, proceeds from divest#wf property, plant and equipment and intangissets
and other proceeds/(payments) in investing actsitare included on page 8 of the Guarantor's
Consolidated Directors’ Repodt 30 June 2017 (contained in the documents redeiwen paragraph (C)

of the section “Documents Incorporated by Refertoncepages 20 to 24)
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Additionally, set out below are the reconciliationsfor the terms of those Alternative Performance
Measures that are not directly identifiable:

EBITDA (in millions of euros)

3rd quarter of 2016
4th quarter of 2016
1st quarter of 2017
2nd quarter of 2017

1,183
1,330
1,104
1,072

Annualised EBITDA

4,689

Attributable net income (in millions of euros)

3rd quarter of 2016
4th quarter of 2016
1st quarter of 2017
2nd quarter of 2017

285
417
298
252

Annualised attributable net income

1,252

Net income Average number of shares (thousand)

Eaimgs per share

3rd quarter of 2016 285 1,000,689 0.28

4th quarter of 2016 417 1,000,468 0.42

1st quarter of 2017 298 1,000,689 0.30

2nd quarter of 2017 259 1,000,519 0.25
Earnings per share in the last four quarters (in ets) © 1.25
Closing share price (in euros) 20.49
Price-earnings ratio (P/E) 16.4
Notes:
1) The number of issued shares at the end giehied is included on page 3 of the Guarantor’s Suidated

Directors’ Report at 30 June 2017 (contained in doeuments referred to in paragraph (T) of the isect

“Documents Incorporated by Reference” on pages®25)
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GENERAL INFORMATION

The update of the Programme was authorised byBibard of Managing Directors in a
meeting held on 23 November 2017, and by writtaoltgions of the General Meeting of the
Sole Shareholder of Gas Natural Fenosa Finance Bafed 23 November 2017, by
resolutions of the Sole Director of Gas Naturali@aplarkets, S.A., passed on 22 November
2017, and by resolutions of the Board of Directrthe Guarantor passed on 3 October 2017.

The admission of the Programme to the offidstl &f the Luxembourg Stock Exchange is
expected to take effect on or around 30 Novemb&# 20t is 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 @me constitutional documents of the
Guarantor;

(i)  the documents referred to iDbcuments Incorporated by Referehoa pages 25 to 29
above;

(i)  the Agency Agreement, the Guarantee and thed3 of 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
Clearstream, Luxembourg will be specified in théevant Final Terms. The address of
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Euroclear is 1 Boulevard du Roi Albert Il, B-1210uBsels, Belgium and the address of
Clearstream, Luxembourg is 42 Avenue JF Kennedyi51Luxembourg. 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 ofSmées) to the issue date of the relevant
Tranche. The yield of each Tranche of Notes willchaéulated 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 151 to 152 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 2016 nor has thega bny significant change in the
financial or trading position of Gas Natural Fenésaance B.V. since 31 December
2016 (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 2016 nor has theee any significant change in the
financial or trading position of Gas Natural CapNarkets, S.A. since 31 December
2016 (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 2016 nor has there been any significeamigen in the financial or trading
position of the Group since 30 September 2017 ¢(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@dg 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, relateivatiges 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 trgdactivities. In addition, in the ordinary
course of their business activities, the Dealeis tapir affiliates may make or hold a broad
array of investments and actively trade debt anditggsecurities (or related derivative
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10.

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 énavlending 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 transactidnishwconsist 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. TlaebBeand 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 Guarad at and for the years ended 31
December 2016 and 2015, which were prepared inrdanoce with International
Financial Reporting Standards as adopted by thegean Union IFRS-EU), have
been audited by PricewaterhouseCoopers Auditorés, @egistered in thd&Registro
Oficial de Auditores de Cuentasmd members of thestituto de Censores Jurados de
Cuentas de Espajiandependent auditors of the Guarantor, and uifgealopinions
have been reported thereon.

(b)  The unaudited condensed consolidated intemamfiiial statements of the Guarantor as
at and for the six-month period ended 30 June 2@hith were prepared in accordance
with IFRS-EU, have been subject to a limited review PricewaterhouseCoopers
Auditores, S.L.

(c)  The unaudited condensed consolidated intemamfiial information of the Guarantor in
relation to the nine-month period ended 30 Septerfb&7 have been prepared using
accounting policies consistent with IFRS-EU.

(d) The non-consolidated financial statements a$ Glatural Fenosa Finance B.V., which
were prepared in accordance with IFRS-EU, have laeeglited for the financial years
ended 31 December 2016 and 2015 by Pricewaterhoope@ Accountants N.V.
(registered at the Chamber of Commerce and Inésstrfi 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 GasrrhlaCapital 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 2016
and 2015 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 Lla3 hcted as legal adviser to the Dealers as
to Dutch law, in each case in relation to the updditthe Programme.
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