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How much energy fits into one hundred and seventy five years!

This is a tale in which journeys, cities, technology, nature and people cross paths. Everything
grows, evolves and expands. Like the histories of cities and the people that live there thanks to
energy.

There are many parties involved... entire communities have lit up a large part of their life with

the energy produced by the company. And that same innovative spirit that has guided us through
almost 175 years, day by day, continues to do so for the purpose of offering our customers the best
solutions and providing them with every comfort and well-being with the utmost efficiency and
sustainability.
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Letter from
the Chairman

[102-1] and [102-14]

Dear readers,

It is my pleasure as the Chairman of Gas Natural Fenosa to present you
with our 2017 Corporate Responsibility Report. This report contains the
company'’s performance in the field of corporate responsibility over the last
year, focusing on those issues that have been identified as most relevant,
according to the Global Reporting Initiative guidelines.

In a society where there is a need to combat the effects of climate change,
and in a sector undergoing a complete technological transformation,
renewable energies and natural gas have emerged as key vectors on
which our ability to meet world’s growing energy demand must be based.
The technological evolution taking place in renewables, through gradual
reduction in production and operating costs, make them the energy of the
present and the future, although they require an effective, clean and safe
supporting energy source that will guarantee security of supply. Hence,
the combination of renewable energies and natural gas is the appropriate
energy mix for this new era in which there is great awareness of the need
to respect the environment.

Gas Natural Fenosa, whose commitment to sustainability is one of the
pillars of the group’s strategy, closely monitors the trends which mark the
sector, and which represent excellent opportunities for creating value for
each and every one of our stakeholders.

2017 was an especially significant year for the company's sustainability
management, given that the Board of Directors — through the
Appointments and Remuneration Committee — approved the Sustainability
Plan with a horizon of 2020. After a thorough materiality analysis, which
identified 50 key issues requiring response by the group, the plan set out
39 lines of action and 178 specific projects.

In order to meet our targets, innovation is a key lever. For this purpose,

a new innovation planning model was identified in 2017, which will be
materialised through a management system which is already under
development. This system incorporates the policies, methodologies,
processes and tools required to carry out the innovation activity in the
group, in an approach that seeks to fully digitalise this activity. Progress is
being made towards a highly flexible model that is able to incorporate best
practices and to update them as appropriate.



As far as managing people is concerned, the Gas Natural Fenosa strategy

is centred on the levers of cultural transformation, employee “experience’
strategic planning of people and new models of organisational performance,
by focusing efforts on the issues of gender, age and ability.

The strong commitment of Gas Natural Fenosa to health and safety in the
workplace was consolidated in 2017, permitting the excellent evolution of
indicators when compared to the previous year: a 31% fall in work-related
accidents with sick leave and a 24% reduction in incidence rate. These
efforts have recently been acknowledged, with the company being ranked
first on the Health and Safety Monitoring and Excellence Index (MEPS2) of
the Spanish Health and Safety Managers’ Association, with the participation
of more than 100 large multinational companies operating in Spain.

With regard to responsible supply chain management, we should point out
the progress made with the new supplier classification model, which was

extended to our subsidiaries in Argentina, Mexico and Panama, and which

will be effectively implemented in early 2018.

In our interest in providing value to society and effectively contributing

to meeting its main challenges through energy, Gas Natural Fenosa has
bolstered its social innovation programmes. These actions in Spain have
been intensified through the Energy Vulnerability Plan, approved by the
Board of Directors in January, and which incorporated more than 20 specific
measures for vulnerable customers, the government entities that administer
them, and the third sector. Since then and to date, the company has

dealt with 30,000 cases of vulnerable customers throughout the country,
providing solutions tailored to their needs.

In order to deepen and intensify responsible environmental management,
the company defined its Environmental Strategy in 2017, setting out four
drivers: climate and air quality, water, natural capital, and circular economy.

In turn, the lines of action in the field of climate change are the result of Gas
Natural Fenosa's positioning and strategic planning, with special attention
given to actions directed towards the gradual reduction in emissions,
promotion of energy efficiency, development of sustainable products

and services, incorporation of the climate variable into decision-making
processes, and determining impact and performance. For the purpose of
being able to identify, quantify and report the risks and opportunities related
to climate change, Gas Natural Fenosa has adopted the recommendations
of the Task Force on Climate-related Financial Disclosures of the Financial
Stability Board, submitted in a report published in July 2017 at the G20
Summit.
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Gas Natural Fenosa is involved with the United Nations’ commitments to its
global development agenda, which is why this report reflects the contribution
made by the company to achieving the different Sustainable Development
Goals in which our activity has or may have direct impact.

A feature of the financial plan is the fact that the company formalised its first
issue of green bonds in 2017, to the value of 800 million euros, coherent with
our commitment to the use of funds, emissions prevented and reporting.
More detailed information is presented in this report.

The advances made in corporate responsibility, together with the
implementation of the Sustainability Master Plan, have allowed us to continue
at the forefront in this area, as acknowledged by the Dow Jones Sustainability
Index World, where Gas Natural Fenosa is a leader in the gas utilities sector.
Likewise we continue to feature on the FTSE4Good index.

Moreover, the different sustainability rating agencies have acknowledged

the company'’s excellent performance in environmental, social and good
governance matters, such as MSCI — which rated Gas Natural Fenosa with

a triple A and a place on the MSCI ESG Leaders Index — and Vigeo, with a
presence on their Eurozone 120 and Europe 120, respectively. Other agencies
whose ratings placed the company in significant positions were Oekom and
Sustainalytics. The company also remained within the Carbon Disclosure
Project’s leadership band A.

Furthermore, | would like to especially mention the part played by involvement
and oversight of the Board of Directors in meeting the commitments of the
Corporate Responsibility Policy and achieving its objectives. Its support and
commitment have been critical to achieving them.

I 'invite you to become familiar with our actions as explained in the following
pages, which are a faithful reflection of our performance in the fields of
sustainability and corporate social responsibility.

Francisco Reynés
Executive Chairman
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e revolutionise
citizens’ quality of life

Since its origins, Gas Natural Fenosa has provided
innovative solutions. In 1843, and under the name of
Sociedad Catalana para el Alumbrado por Gas (SCAG),
the company was one of the pioneers in bringing light
to the streets and public spaces of Barcelona, thus
offering the first public service in the city and
revolutionising the life quality of citizens.

1843
2018

years full of history
and energy

¥ . -, ry E
- ] W ‘- r' F
‘_l . g " y!

i T e g
i T = il
e = =




2017 Corporate
Responsibility Report

About
this Report




8 Gas Natural Fenosa

About this Report

Gas Natural Fenosa has produced its
sixteenth Corporate Responsibility
Report in accordance with the new
standards of the Global Reporting
Initiative (GRI), known as GRI
Standards in accordance with the
comprehensive option of the GRI
Standards.

The structure of this report is based

on the Corporate Responsibility Policy
of Gas Natural Fenosa, updated in
2015, and noting the recommendations
of the Code of Good Governance

of the CNMV on corporate social
responsibility, such as the definition of

2017 Corporate Responsibility Report

roles and responsibilities, the definition
of targets and the monitoring of extra-
financial risks that allows the company to
ensure compliance. The issues identified
in the materiality analysis, which is the
baseline for compiling the report, set the
specific content of the same.

Gas Natural Fenosa’s materiality study
focuses on those items of a social,
environmental and/or economic nature
that are relevant to the company's
business and which have an influence on
its stakeholders’ decisions.

> ) Process of a materiality analysis

Identification of

In 2017 we proceeded to update the
materiality analysis to bring it into line
with the commitments and strategy of
the company in corporate responsibility. In
addition, a notable fact is the connection
of the materiality analysis with the
meeting of the Sustainable Development
Goals. Gas Natural Fenosa's activities are
closely linked to the main pillars set out
in the global sustainable development
programme for many geographical

areas. They offer an ideal opportunity

to contribute to their achievement by
evaluating their completion.

Prioritation and definition of material issues

material issues.

e GRI standards and
supplements used as a
foundation.

Interviews with
stakeholders.

Inclusion of other
internal inputs.

Inclusion of other
external inputs.

.................................................... D) e ) s )

e |nternal interviews with e Material issues identified e Reputational risks
different areas of the by RobecoSAM for the identified by the company.
company. Dow Jones Sustainability

Index (DJSI). e Relevant issues analysed

e Interviews with for the Sustainability

external stakeholders. e Material Issues identified Master Plan 2020.

by the Sustainability
Accounting Standards
Board (SASB).

Sustainable Development
Goals (SDG).

Worldwide events.
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> Material issues identified
by order of priority

1 Access to energy

Emissions and climate change

Occupational health and safety

Energy efficiency and consumption

Social action and development of local communities
Assessment of the supply chain

Employability and employment

Biodiversity

Customer care and satisfaction

© 00 NN o o B~ W DN
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Assessment of human rights

In this report, as a new item, we have
followed the recommendations on how
to report risks related to climate change
from the Task Force on Climate-related
Financial Disclosures of the Financial
Stability Board, presented in July 2017
at the G20 Summit.

In addition, it includes information on
how the company contributes to the
achievement of the 17 Sustainable
Development Goals.

We are currently delving further into the
external consultations, by identifying
expectations and by checking with

stakeholders (for further information,
see the chapter Process for drafting this
report).
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A brief look at
Gas Natural Fenosa

[102-4], [102-6] and [102-10]

Gas Natural Fenosa operates in over 30 countries
with more than 18 million customers, and almost
50% of its employees work outside Spain. Its
international presence puts it in an ideal position
to be able to capitalise on the growth of new
regions which are in the process of economic
growth, making it one of the world's most
important operators.

Puerto Rico
NG/LNG (regasification plant) infrastructure and generation
of electricity.

Dominican Republic
Generation (198 MW, fuel-oil).

Mexico

Gas distribution (ten states including Mexico City and
1.8 Mn customers) and generation (2,035 MW,
combined-cycle and 234 MW, wind).

Jamaica
NG/LNG commercialisation.

Costa Rica
Generation (101 MW, hydraulic).

Panama

Electricity distribution (Panama Central, West,
Inland, Chiriqui and 0.6 million customers) and
generation (22 MW, hydraulic).

Peru
Gas distribution. Start gasification.
(Arequipa and south-west area).

Chile

Gas distribution

(18 provinces and 0.6 million
customers), electricity
distribution and transportation
(13 provinces and 2.9 million
customers). Wind and solar
generation projects.

— Gas flow.
— Maghreb-Europe gas pipeline (Empl).
— Medgaz gas pipeline.
O Liquefaction plant.
O Regasification plant.
Leased regasification plant.

O Long-term gas contracts.

Portugal Spain
NG/LNG and Exploration, transportation, distribution and
electricity commercialisation of gas and electricity.

Generation (combined-cycle, nuclear, hydraulic,
coal, co-generation, mini-hydraulic and wind).

commercialisation.

US. Cheniere
and Corpus Christi (2020)

O

®)

O Trinidad and Tobago

Brazil

Gas distribution

(Rio de Janeiro state,
S&o Paulo South and
1.1 million
customers). NG/LNG
commercialisation and
generation (68 MW
solar).

Argentina

Gas distribution

(30 municipalities in the north
and west of the province

of Buenos Aires, 1.6 million
customers) and electricity
distribution (0.2 million
customers).



infrastructure and
Maghreb-Europe
gas pipeline.

NB: Does not include the power distribution business in Colombia as the stake in Electricaribe ceased to be consolidated as at 31/12/2016 nor in the
gas distribution in Italy and Colombia, electricity distribution in Moldova and electricity generation in Kenya because they have been reclassified to

discontinued operations.

infrastructure, and

Medgaz gas pipeline.

Ireland United Kingdom France Belgium Netherlands
NG/LNG and NG/LNG NG/LNG NG/LNG NG/LNG
electricity commercialisation. commercialisation. commercialisation. commercialisation.
commercialisation. Montoir
regasification.
O Russia
Yamal (2019)
O Norway
4 ‘
OO Qatar O
>
O Nigeria
<
f_>
f Wy,
Morocco Algeria South Africa Egypt
NG/LNG NG/LNG supply and Coal exploration. NG/LNG supply and infrastructure

(Damietta liquefaction plant).

commercialisation.

Business Model 13

Germany
NG/LNG
commercialisation.

Italy
NG/LNG
commercialisation.

Japan
NG/LNG
commercialisation.

Jordan
NG/LNG
commercialisation.

India
NG/LNG
commercialisation.

Pakistan
NG/LNG
commercialisation.

Oman

NG/LNG supply and
infrastructure (Qalhat
liquefaction plant).

Australia
Wind generation
projects.

Singapore
NG/LNG
commercialisation.
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> Presence in the world

Spain

Gas Natural Fenosa is the largest integrated gas and electricity
company in Spain. It is a leader in gas distribution, distributing gas to
over 1,000 municipalities in nine autonomous regions and has over
five million customers. In the electricity business, it is the third largest
company in Spain, with 3.7 million customers and a major presence

in different technologies: combined-cycle, hydroelectric, coal-fired,
co-generation, wind, photovoltaic and nuclear power stations. Total
adjudicated power in the two renewable auctions held in 2017 (667
MW wind and 250 MW photovoltaic), allows us to almost duplicate
renewable power in operation in Spain.

Rest of Europe

> Germany, Belgium, France, Holland and Luxembourg. The
company has its headquarters in Paris and operates in these
countries through its subsidiary Gas Natural Europe, which
engages in energy commercialisation in the European market.

> lIreland: in 2016 the company acquired Vayu Limited, with a gas
trading share of 17% of major industrial and commercial clients,
while electricity commercialisation is around 5%.

> ltaly. Since 2002, the company has had a commercial presence in
the central and southern regions of the country.

> Portugal. It operates in the gas and electricity markets, through
its subsidiaries Gas Natural Comercializadora and Gas Natural
Servicios SDG.



> Presence in the world

America

Gas Natural Fenosa is the leading gas distributor in

Latin America, with almost 75 million customers, twice
as many as its nearest rival. As regards the electricity
business, it distributes electricity to 3.7 million customers.
It operates in some of the most important cities in Latin
America.

> Argentina. Natural gas distribution (in 30 municipalities
in the north and west of the province of Buenos Aires,
(1.6 million customers), and electricity distribution
(0.2 million customers).

> Bratzil. Since 1997 the company has operated through
the companies Ceg, Ceg Rio and Gas Natural SPS,
which distribute gas to 1.1 million customers in the
state of Rio de Janeiro and in the south of Sao Paulo.
In 2017 we set up two solar generation projects with
installed power of 68 MW.

> Chile. Gas Natural Fenosa has the largest electricity
and gas distributors in Chile. It distributes gas in
18 provinces, catering to almost 0.6 million customers,
and performs electricity distribution and transport in
13 provinces, where it has 2.9 million customers.
Gas Natural Fenosa, through the subsidiary company
Global Power Generation (GPG), continues to develop
two projects awarded in 2016: the Cabo Leones Il wind
farm (204 MW) and a solar power plant (120 MW).

> Mexico. The company is the leading gas distribution
operator in Mexico. It provides services to ten of the
country’s states, including Mexico City, accounting
for a total of 1.8 million customers. It also takes part in
the country’s electricity production sector, with more
than 2 GW of installed power in combined-cycle and
234 MW in wind energy.

> Panama. It has a presence in the electricity
distribution market in the areas of Panama Central,
West, Inland and Chiriqui, with more than 0.6 million
customers, as well as in the electricity production
market, through hydroelectric power stations with
installed power of 22 MW.

Business Model 15

Puerto Rico. It operates through the company Ecoeléctrica,
which has a combined-cycle power plant with 263 MW of
installed power (which cannot be consolidated in accordance
with the accounting methodology) and a regasification plant.

Peru. Commencement of commercial operation in December
2017, with four thousand customers at the yearend. Gas
distribution and commencement of gas supply in Arequipa and
in the south-west area.

Jamaica. The company has a presence in this country through
the sales of liquefied natural gas.

Dominican Republic. The company is present in the production
market through two thermal power stations with installed power
of 198 MW.
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> Presence in the world

Africa

Algeria. This is the group's main supplier of natural gas, and it
also has a stake in the Medgaz pipeline.

Egypt. The company participates in the energy sector through
the Damietta liquefaction and regasification plant, where it
has a 14% stake through its subsidiary Unién Fenosa Gas.

Morocco. Business focuses on operation of the Moroccan
section of the Maghreb-Europe pipeline.

South Africa. In 2007 the company acquired a 70% stake in
the company Kangra Coal, owner of the Savmore coal mine.

Asia and Oceania

Australia. It operates through the company Unién Fenosa Wind
Australia Pty. Currently has no commercial activity, although the
company is developing different wind energy projects.

Gas Natural Fenosa, through the subsidiary company Global
Power Generation (GPG), continues to develop the 96 MW
wind farm in Australia, set to come into operation in 2018

India, Japan, Jordan, Pakistan and Singapore. The
company has a presence in these five countries through the
commercialisation of liquefied natural gas (LNG).

Oman. Its subsidiary Uniéon Fenosa Gas has a 3.7% stake in
the Qalhat liguefaction plant, in the Sultanate of Oman.
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Shareholders and investors of Gas Natural Fenosa (%) Contribution to society
[102-5] and [102-7] (in millions of euros)
3.2

4.0 1,001 (0%)

R 1,153 (6.5% [
81 g 244 1,226 (-2.5%) - ER%EL. ‘ 13 (30%)

23,609 (5.6%)

Economic Economic
value value
distributed generated

22,402 (9.7%) 23,720 (5.5%)

5%)

20.1

“La Caixa"” Group. = Economic value generated. ® Economic value distributed.  Change against 2016.

¥ International institutional investors. Economic value retained: 1,318 (-36.3%).

B Repsol Group. Operating income. B Suppliers.
Global Infraestructure Partners. Financial income. B Public administrations.
Retailers. B Employees.
B Sonatrach. B Financial expenses.
Spanish institutional investors. ® Shareholders.
Social action.

Contribution to Ebitda by activity (%)

41.2 26.4 19.6 14.8 -2 100

Gas distribution Electricity Gas Electricity Others Total
distribution

NB: The financial information of Gas Natural Fenosa contains figures drawn up in accordance with the International Financial Reporting Standards (IFRS), as well as those known as Alternative
Performance Measures (APM) that consider adjusted figures with regard to those submitted in accordance with the IFRS. The definition of the APMs used is given in the annex to the
consolidated management report.

The consolidated income statement for 2016 has been re-stated due to the discontinuity of the gas distribution business in Italy and in Colombia, the electricity distribution in Moldova, the gas
commercialisation in Italy and generation of electricity in Kenya, in application of IFRS 5.
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Main figures of Gas Natural Fenosa 102-71

Operations 2017 2016 2015
Gas distribution sales (GWh) 460,014 426,510 473,831
Gas transportation/EMPL (GWh) 100,371 111,720 112,861
Gas distribution supply points (in thousands) 10,491 10,224 13,172
Electricity distribution supply points (in thousands) 7447 7324 10,622
Gas distribution network (km) 116,181 113,083 138,219
Length of electricity distribution and transportation lines (km) 214,399 215,894 302,705
Electricity generated (GWh) 46,389 46,361 49,548
Personnel 2017 2016 2015
Number of employees 15,375 17,229 20,641
Financial (millions of euros) 2017 2016’ 2015'
Net turnover 23,306 21,908 26,015
Gross operating profit (Ebitda) 3,915 4,664 5,264
Total investments 1,826 2,901 2,082
Net profit 1,360 1,347 1,502
Dividend 1,001 1,001 1,001
Classification evolution on the DJSI 86 91 89
Stock information (euros /share) 2017 2016 2015
Share prices as at 31 December 19.25 17.91 18.82
Profit 1.36 1.35 1.57

"The financial information of Gas Natural Fenosa contains figures drawn up in accordance with the International Financial Reporting Standards (IFRS), as well as those known as Alternative
Performance Measures (APM) that consider adjusted figures with regard to those submitted in accordance with the IFRS. The definition of the APMs used is given in the annex to the
consolidated management report.

At 31 December 2017, the non-current assets for sale corresponded to the businesses of gas distribution and commercialisation in Italy; gas distribution and commercialisation in Colombia;
electricity distribution in Moldova, and electricity generation in Kenya. For this reason, information pertaining to the said businesses is not included here.

The consolidated income statement and operating income for 2016 have been re-stated due to the discontinuity of the gas distribution business in Italy and in Colombia, of electricity
distribution in Moldova, gas commercialisation in Italy and electricity generation in Kenya, in application of IFRS 5.



A competitive
and integrated
business
model

[102-2] and [102-6]

The business model of Gas Natural
Fenosa is based on two pillars: gas

and electricity, which provides more

than 99% to its Ebitda. On the one

hand, Gas Natural Fenosa operates
throughout the entire gas value chain,
from exploration and supply to distribution
and commercialisation. On the other, it
operates in the generation, distribution

Business Model 19

Gas Natural Fenosa is an integrated gas and electricity company whose business
model is supported on four fundamental strengths:

Being a best in class operator in energy distribution and sales.

N

Having efficient and diversified power generation that enables it to manage the
natural resources at its disposal competitively.

OV)

development.

Having a solid international position, where there is healthy outlook for

4 Possessing human resources that are committed and highly experienced in

business.

and commercialisation of electricity.

Then there are other business areas,
such as trading on the gas and electricity
markets, the O&M services rendered, the
provision of engineering services and the
construction of energy facilities, as well

as operation of the Savmore coal mine
and the salt marsh underground storage
Marismas project.
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Current situation of the gas business at Gas Natural Fenosa

Grids

Gas

Gas distribution

Infrastructures

Procurement

Commercialisation

Our positioning

Our strength

10.5 million supply points.
116,181 km of network.
Spain

Leader in Spain with a market
share of 69%, distributing
natural gas to more than
1,000 municipalities in nine
autonomous regions and

5.4 million of customers.

Latin America

Leading distribution company
in Latin America, where it
distributes to over 5.1 million
customers.

Presence in Argentina, Brazil,
Chile, Mexico and Peru and in
six of the ten largest cities in
Latin America.

Gas Natural Fenosa has a
leading position in the markets
where it operates, which
means a platform for organic
growth, by winning new
customers in municipalities
with gas, and expanding

networks to areas without gas.

Six methane tankers.

Two gas pipelines Maghreb-
Europe (Empl) and Medgaz.

> Six methane tankers
(0.9 Mm3).

> Management of the main
gas pipeline supplying the
Iberian Peninsula Maghreb-
Europe (Empl) and 14.9%
stake in Medgaz.

> Participation in four
regasification plants of
Ecoeléctrica and two
liquefaction plants (Damietta
and Qalhat).

> Own storage capacity of 0.5
bcm, and leased capacity of
1 bcm.

Gas Natural Fenosa has an
integrated gas infrastructure
focused to provide the business
with high level of stability,
making operations more
flexible and allowing gas to be
transported towards the best
business opportunities.

Its storage capacity enables a
steady supply to be ensured,
avoiding the impact of seasonal
changes or demand peaks.

~ 30 bem supply portfolio.

A business model based

on diversification and
flexibility, that have converted
Gas Natural Fenosa into a
global operator with a major
international profile.

Gas Natural Fenosa has
procurement contracts with
suppliers all over the world in
both gaseous state (NG) and
liquefied natural gas (LNG).

A diversified and flexible
portfolio of supply contracts
that allows us to capture
markets with high value-added.

360 TWh of gas
supplied.

Unique access to markets:
almost 11 million customers
and LNG sales in a multitude
of countries.

Global operator with flexibility
to exploit markets that offer
attractive margins.

40% market share in Spain.

Competitive supply to
combined-cycle plants. (CCP).

Gas Natural Fenosa has a
diversified portfolio of end
customers and operates in gas
marketing, both in Spain and
across the world.

Its positioning in international
markets is aimed at obtaining
additional margins through
adequate trading activity.

Gas Natural Fenosa is leader in
the dual fuel energy offer and
broad range of value added
services.

Gas Natural Fenosa has a leading position in the markets where it operates, which
means a platform for organic growth.



Current situation of the electricity business at Gas Natural Fenosa

Grids

Electricity

Business Model 21

Electricity distribution

Generation

Commercialisation

7.4 million supply
points.

214,399 km of network.

Spain

Third-ranking operator in the Spanish
market, where it distributes electricity to

3.7 million customers.

Latin America

o
c
'g Presence in Argentina, Chile and Panama
Zg (3.7 million customers).
g
5
o
Gas Natural Fenosa has a leading position
in the markets where it operates.
Gas Natural Fenosa is an efficient operator
fm in terms of operation and maintenance
5 costs in the electricity distribution
= business.
5
o

Gas procurement and
transportation

The company acquires natural gas, in

its gaseous state as well as in the form

of liquefied natural gas (LNG). In the
former case, transport is by pipeline, and

in the latter, by ship. It also has a range

of regasification and liquefaction plants
required to move the gas from one state to

15.5 GW of generation
capacity.

Spain

12.8 GW capacity with an important
presence in five technologies: 7 GW
combined-cycle plants, 2 GW hydraulic,
2.1 GW coal-fired, 1.1 GW renewable
and 0.6 GW nuclear.

Gas Natural Fenosa has a 17.1% market
share in the non-renewable generation
regime and 2.1% in the renewable regime.

International

2.7 GW capacity: 2.1 GW combined-cycle
plants (Mexico), 0.2 GW fuel oil (Dominican
Republic), 0.1 GW hydroelectric (Costa
Rica and Panama) and 0.3 GW renewable
energies (Mexico and Brazil).

The company has farreaching knowledge
in all generation technologies in which it
operates and provides an infrastructure
which is able to adjust to the needs of each
energy model and the real situation in each
particular country.

Gas Natural Fenosa has a good positioning
in Spain and Latin America, which will
allow us to take advantage of investment
opportunities in generation.

the other, and thus facilitate transportation
and reintroduction into the gas system.
The company also develops a range of
worldwide projects that involve drilling,
research, production and transport

of hydrocarbons. All this enables it to
guarantee coverage of the needs of
different businesses in a flexible and
diversified way.

35.2 TWh commercialised.

Leading in large consumption and
residential segments with a total market
share of 14.1% in Spain.

One of the most important agents on the
Spanish market.

Dual energy offer and broad range of value
added services.

Its leading position in the combined
commercialisation of natural gas and
electricity allows it to offer important
advantages such as a lower service costs,
an integrated service to the customer
and lower acquisition costs, without
overlooking the higher customer loyalty
which it achieves.

The system’s reliability is backed by
storage facilities comprising underground
tanks, either owned or leased, which
guarantee a constant supply of natural gas
unaffected by factors such as the seasonal
nature or occasional demand peaks.
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Gas Natural Fenosa has a flexible, tankers. It is one of the largest LNG Countries in which Gas Natural
diversified and competitive 30 operators worldwide and a benchmark Fenosa performs this kind of

bcm portfolio of supply. The in the Atlantic and Mediterranean activity

company has unique and integrated basins. It has a privileged position to

gas infrastructure featuring the develop new markets, mainly in the > NGJ/LNG supply: Algeria, Qatar, Egypt,
management of sections of pipelines Mediterranean area, Latin America Spain, United States, Nigeria, Norway,
and an own fleet of 6 methane and Asia. Oman, Russia and Trinidad and Tobago.

> Gas transport: Chile and Spain.

> ) Supply guarantee

Guaranteeing a regular gas and electricity supply to Gas Natural Fenosa Because of the great flexibility provided by the gas and coal supply
customers is essential in providing a quality service and fulfilling the portfolio, the gas combined-cycle plants and, can be used as back up
company's social function. for non-manageable renewable energies, thus providing security in the

supply to the national grid.
Gas Natural Fenosa has procurement contracts with suppliers all over

the world in both gaseous state (NG) and liquefied natural gas (LNG), Lastly, the extensive gas and electricity distribution network and its
providing great flexibility from the volume standpoint, and with regard to excellent operation and maintenance allows the company to achieve
the destination where the gas is to be positioned. high reliability levels, having a direct impact on the service quality

offered to customers.
As regards the source of the gas, the company has supply contracts
with many countries: Algeria, Qatar, Egypt, Oman, Nigeria, Norway
and Trinidad and Tobago, among others. Furthermore, the company's
relations with suppliers are built around stable, long-term contracts.
This guarantees a regular supply, and means it only has to access the Diversification in the sources of supply (%)
spot market (where the assets purchased are obtained immediately)
on specific occasions and fundamentally to take advantage of market

. 1.79
opportunities. 35% 1 %o

6.0%

| 22.2%
Furthermore, in order to cope with short-term changes in demand or ° Others (LNG).

supply issues, it has contracts for the use of underground storage B Algeria.

space in most of the countries where it operates. In Spain, it develops W Others (NG).

underground storage facilities and operates the Marismas (Huelva) Nigeria.

underground storage facility. Trinidad and Tobago.
H Norway.

As far as electricity production is concerned, Gas Natural Fenosa has Qatar.

its own capacity within the different technologies used in the Spanish Oman/Egypt/others’.
M Peru.

system, enabling it to keep a flexible production mix in order to cope
with changes in raw materials prices - basically gas and coal - and the
quantity of non-manageable energy sources (water and wind).

16.0%

" Gas deriving from Unién Fenosa Gas.



Generation of electricity

The electricity production capacity of

Gas Natural Fenosa is 15.5 GW and is
based on a balanced, competitive and
environmentally-friendly generation mix,
mainly comprising combined-cycles

of natural gas, which represent the
cleanest fossil fuel power plants that
exist. Moreover, the company has nuclear
power plants, coal-fired and oil/gas-fired
power plants, hydroelectric and windfarm
plants.

Countries in which Gas Natural
Fenosa performs this kind of
activity

> Generation of electricity: Australia,
Brazil, Costa Rica, Chile, Spain,
Mexico, Panama, Puerto Rico and
Dominican Repubilic.

Business Model 23

Gas Natural Fenosa energy mix (%)

0.7 04 04
3'9. '... .

m Combined-cycle.
BThermal.
M Hydraulic.
Wind.
Nuclear.
M Small hydro.
Cogeneration.
Solar.

NB: At 31 December 2017, the non-current assets for sale corresponded to the businesses of gas distribution and
commercialisation in Italy; gas distribution and commercialisation in Colombia; electricity distribution in Moldova, and
electricity generation in Kenya. For this reason, information pertaining to the said businesses is not included here.
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Installed capacity by source of energy and regulatory regime (MW) eun

2017 2016

Power installed in ordinary system. Spain 11,569 11,569
Hydraulic 1,954 1,954
Nuclear 604 604
Coal-fired 2,010 2,010
Combined-cycle 7,001 7,001
Power installed in special system. Spain 1,147 1,147
Wind 979 979
Small hydro 110 110
Cogeneration 58 58
Total installed power. Spain 12,716 12,604
Power installed in ordinary system. International 2,732 2,590
Hydraulic 123 123
Fuel-oil 198 198
Combined-cycle 2,109 2,035
Wind 234 234
Solar 68 -
Total power 15,448 15,306

NB: At 31 December 2017, the non-current assets for sale corresponded to the businesses of gas distribution and commercialisation in Italy; gas distribution and commercialisation in Colombia;
electricity distribution in Moldova, and electricity generation in Kenya. For this reason, information pertaining to the said businesses is not included here.

The consolidated income statement for 2016 has been re-stated due to the discontinuity of the gas distribution business in Italy and in Colombia, the electricity distribution in Moldova, the gas
commercialisation in Italy and generation of electricity in Kenya, in application of IFRS 5.

Net energy production by energy source and regulation system (GVVh) [eu2] and [0G3]

2017 2016 2015

Production in ordinary system. Spain 25,668 26,046 29,468
Hydraulic 1,126 3,933 2,457
Nuclear 4,578 4,463 4,544
Coal-fired 5,953 5,687 7973
Combined-cycle 14,011 11,963 14,494
Production in special system. Spain 2,285 2,458 2,100
Wind 1,801 1,844 1,601
Small hydro 407 562 448
Cogeneration 77 52 51
Total production. Spain 27,953 28,504 31,568
Production in ordinary system. International 18,436 17857 17980
Hydraulic 467 496 481
Fuel-oil 925 920 1,130
Combined-cycle 16,340 15,648 15,519
Wind 656 793 850
Solar 48 - -
Total production 46,389 46,361 49,548

NB: At 31 December 2017, the non-current assets for sale corresponded to the businesses of gas distribution and commercialisation in Italy; gas distribution and commercialisation in Colombia;
electricity distribution in Moldova, and electricity generation in Kenya. For this reason, information pertaining to the said businesses is not included here.

The consolidated income statement for 2016 has been re-stated due to the discontinuity of the gas distribution business in Italy and in Colombia, the electricity distribution in Moldova, the gas
commercialisation in Italy and generation of electricity in Kenya, in application of IFRS 5.



Electricity produced using renewable sources broken down by country (GWh)
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2017 2016 2015
Costa Rica 369 398 408
Spain 3,334 6,339 4,506
Mexico 656 793 850
Panama 98 98 73
Brazil 48 - -
Total 4,505 7628 5,837
Average efficiency by technology and regulation system (GVWh)
System Technology Efficiency* (%)
Ordinary. Spain Combined-cycle 53.7

Coal thermal 34.2
International Combined-cycle 53.7

Fuel-oil 40.2

* Efficiency over Net Calorific Value (NCV) calculated as the average weighted by the real production of each technology.

NB: At 31 December 2017, the non-current assets for sale corresponded to the businesses of gas distribution and commercialisation in Italy; gas distribution and commercialisation in Colombia;
electricity distribution in Moldova, and electricity generation in Kenya. For this reason, information pertaining to the said businesses is not included here.

Average availability factor by technology and regulation system euso

System Technology 2017 (%) 2016 (%) 2015 (%)
Ordinary. Spain Hydraulic 93.28 92.64 91.97
Coal thermal 91.50 89.65 93.87
Nuclear 92.98 90.60 91.94
Combined-cycle 94.36 86.41 91.61
Special. Spain Wind 97.65 97.19 96.84
Small hydro 99.22 98.66 99.14
Cogeneration 93.00 89.00 97.56
International Hydraulic 96.25 93.45 94.15
Fuel 92.11 89.41 93.40
Combined-cycle 96.61 93.43 91.19

NB: At 31 December 2017, the non-current assets for sale corresponded to the businesses of gas distribution and commercialisation in Italy; gas distribution and commercialisation in Colombia;
electricity distribution in Moldova, and electricity generation in Kenya. For this reason, information pertaining to the said businesses is not included here.

The consolidated income statement for 2016 has been re-stated due to the discontinuity of the gas distribution business in Italy and in Colombia, the electricity distribution in Moldova, the gas
commercialisation in Italy and generation of electricity in Kenya, in application of IFRS 5.

Gas and electricity
distribution

Gas Natural Fenosa performs distribution
activities in the natural gas and the electricity
sectors.

Firstly, the company distributes natural gas
in the commercial domestic market and the
industrial market of major customers, both in
Spain and abroad. It is leader in the Spanish
and Latin American market.

In addition, it performs electricity
distribution activities in Spain and Latin
America. This business line includes the
distribution of electricity to small and to

major users: residential consumers, SMEs
and corporations. Electricity distribution in

Spain includes both the regulated activity
of electricity distribution as well as the

network services actions with customers.

Countries in which Gas Natural
Fenosa performs this kind of
activity

>

Gas distribution: Argentina, Brazil,
Chile, Spain, Mexico and Peru.

Electricity distribution: Argentina,
Chile, Spain and Panama.
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General gas distribution indicators

Variation

Argentina Brazil Chile Spain Peru Mexico Total 2016/17 (%)

Gas activity sales (GWh) 72,084 89,079 45,647 195,586 1 57617 460,014 7.86
Network renewal (km) 24 45 109 2 0 47 19 29.81
Distribution network (km) 25,865 7,536 721 53,369 260 21,940 116,181 2.74
Increase with regard to 31/12/2016 (km) 202 90 245 1,413 260 888 3,098 -11.49
Regulatory inspections 0 0 420 921,544 0 31,650 953,094 81.86
Network overhauled (km) 17,149 5,218 3,128 24,143 0 11,793 58,304 -4.76
Renewal of connections (units) 12,646 1,788 0 1,410 0 4,868 20,712 19.32

NB: At 31 December 2017 the non-current assets for sale corresponded to the businesses of gas distribution and commercialisation in Italy; gas distribution and commercialisation in Colombia;
electricity distribution in Moldova, and electricity generation in Kenya. For this reason, information pertaining to the said businesses is not included here.

The consolidated income statement for 2016 has been re-stated due to the discontinuity of the gas distribution business in Italy and in Colombia, the electricity distribution in Moldova, the gas
commercialisation in Italy and generation of electricity in Kenya, in application of IFRS 5.

Electrical distribution facilities by country eua

Step-down transformers

Capacity Length of power

Countries Number (MVA) lines (km)
Chile 80,300 7941 62,653
Argentina 5,874 1,229 9,472
Spain 40,794 14,358 105,404
Panama 51,395 3,327 24,626
Total low- and medium-voltage 178,363 26,855 202,155
Chile 452 8,441 3,669
Argentina 6 435 64
Spain 848 26,178 8,355
Panama 103 1,604 156
Total high-voltage 1,409 36,658 12,244
Total 179,772 63,513 214,399

NB: At 31 December 2017, the non-current assets for sale corresponded to the businesses of gas distribution and commercialisation in Italy; gas distribution and commercialisation in Colombia;
electricity distribution in Moldova, and electricity generation in Kenya. For this reason, information pertaining to the said businesses is not included here.

Electrical energy losses in transport and distribution (%)

2017 2016 2015
Ordinary regime. Spain 8.58 8.90 8.57
Argentina 703 9.40 11.40
Chile 8.44 8.65 8.10
Panama 11.74 11.95 11.63

NB: At 31 December 2017 the non-current assets for sale corresponded to the businesses of gas distribution and commercialisation in Italy; gas distribution and commercialisation in Colombia;
electricity distribution in Moldova, and electricity generation in Kenya. For this reason, information pertaining to the said businesses is not included here.



Gas and electricity
commercialisation

The commercialisation activity of
Gas Natural Fenosa takes in the
wholesale and retail gas and electricity
segments in liberalised energy
markets, both in Spain as well as
the rest of the world. In Spain, it is
the leading company in the energy
commercialisation market: gas,
electricity and other products in all
segments, ranging from residential
to industrial. Internationally, it has
consolidated its presence through
the commercialization of gas to new
markets in the Mediterranean area,
Latin America and Asia.

In this sphere, the company develops
alternative, sustainable mobility energy
options with vehicular natural gas and
electricity, and offer energy efficiency
solutions tailored to its customers'
needs. This service is based on offering
personalised energy advisory services
and providing a diversified and safe

supply.

Countries in which Gas Natural
Fenosa performs this kind of
activity

> Gas commercialisation:
Germany, Belgium, Brazil, Spain,
France, Holland, India, Ireland,
Italy, Jamaica, Japan, Jordan,
Luxembourg, Pakistan, Portugal,
Singapore and UK.

> Electricity commercialisation:
Spain, Ireland and Portugal.

Other lines of business

> Trading: Gas Natural Fenosa is
particularly well-positioned in the
upstream and downstream gas and

electricity markets, enabling it to extract

additional margins in the markets
through an appropriate trading activity.
In this market, it manages the price
risks of the raw materials affecting the
business and also create opportunities
associated with the availability and
flexibility of the group's gas, electricity
and coal assets.

> Operation and maintenance: the
company provides operation and
maintenance services for electricity
production facilities and industrial
plants to third parties in Europe,
America, Africa and Asia. To minimise
the risks of projects it has developed
operational tools and improvements

such as Cesom, an innovative centre for

operation monitoring and supervision
based on big data.

> Engineering and construction
services: the company performs
services of engineering and the
construction of energy facilities in
the fields of generation, transport
and distribution of gas and electricity.
It has built over 1,000 projects in
50 countries, and integrates all

development stages of a project of this

kind: from their conception and design

through to putting them into operation,

and subsequently the development
of operational enhancements or the
decommissioning of the facilities.
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Operation of the Savmore
coalmine: Gas Natural Fenosa
has a 70% stake in the company
Kangra Coal, owner of the
Savmore coalmine in South
Africa, where it is responsible
for the operation of this mine,
located in the Mpumalanga
region, 315 kilometres to the
south-east of Pretoria.

Marismas project: this project
has provided continuity to the
activity, for the last 30 years, the
company carries out in the Valle
del Guadalquivir area, in Spain.
This involves removing additional
reserves of gas, and once the gas
has been exhausted the site will
recover its storage function. The
stored gas is injected from the
Enagés grid and will be managed
according to the needs of the
Spanish system.

¥ The commercialisation activity of Gas Natural Fenosa takes in the wholesale
and retall gas and electricity segments in liberalised energy markets, both in

Spain as well as the rest of the world.
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Value creation and
sustainable management

Gas Natural Fenosa focuses its

efforts on satisfying society’s energy
requirements, providing its customers
with quality environmentally-friendly
services and products, offering its
shareholders a growing and sustainable
return, and its employees the chance to
develop their professional skills.

Gas Natural Fenosa's main goal is to
supply society with energy so it can
increase its levels of development and
well-being, building on cornerstones
of energy efficiency, sustainability and
innovation.

> ) The defining characteristics of Gas Natural Fenosa

> Experienced company. > Efficient company.

e Company with experience: for over 175 years, Gas Natural Fenosa
has worked towards improving so as to be able to offer services
to society through the use of the most advanced technologies
available. The company’s experience, coupled with its competitive
positioning, makes it a company that is ready to successfully tackle
the challenges of a globalised market.

e Efficient company: efficiency constitutes the company's
watchword and defines the way in which it acts, enabling it to
achieve the desired objectives through optimum use of human,
financial, physical and technological resources available.

> Responsible company. > Innovative company.

e Responsible company: for Gas Natural Fenosa, it is essential
to contribute towards the development and well-being of all the
communities with which it is in contact. In this regard, it does
so by offering an energy supply that is sustainable, safe and
environmentally-friendly, and which respects human rights.

® Innovative company: innovation is one of the driving forces of
Gas Natural Fenosa'’s development since its founding. In addition
to R&D projects, it carries out technology watch activities,
technological transfer and promotion of innovative culture activities.
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Key Corporate Responsibility Indicators

Service excellence 2017 2016 2015
Satisfied customers (%)
Spain’ 727 71 6.92
Latin America 8.30 763 7.83
Chile CGE? 5.60 5.48 5.31
[taly’ 775 7.86 7.88
Moldova 8.04 794 8.06
Portugal 729 7.06 722
Commitment to results?® 2017 2016 2015
Net turnover (millions of euros) # 23,306 21,908 26,015
Gross operating profit. Ebitda (millions of euros)* 3,915 4,664 5,264
Total investments (millions of euros)* 1,826 2,901 2,082
Net profit (millions of euros)* 1,360 1,347 1,602
Dividend (millions of euros)* 1,001 1,001 1,001
Evolution of Gas Natural Fenosa’s classification on the DJSI 86 91 89
Responsible management of the environment 2017 2016 2015
Direct greenhouse gas emissions (GHC) (Mt CO, e) 20.5 19.5 22.4
Emission factor (t CO,/GWh) 431 41 445
Methane emissions in transportation and distribution (t CO, e/km grid) 9.6 9.6 9.6
Emissions of SO /electricity produced (g/kWh) 0.46 0.43 0.55
Emissions of NO /electricity produced (g/kWh) 0.70 0.73 0.83
Emissions of particles/electricity produced (g/kVWh) 0.04 0.04 0.05
Generation of hazardous waste (kt) 9.8 9.4 8.1
Recycling and energy recovery of hazardous waste (%) 86 86 76
Interest in people 2017 2016 2015
Staff rate (number of employees)® 15,375 17229 20,641
Men/Women (%)° 71/29 71/29 72/28
Women in management posts (%) 26.2 25.7 251
Personnel costs (millions of euros) 1,031 1,013 973
Training hours per employee © 38.4 51.0 614
Annual investment in training (euros) 14,322,806 14,014,713 10,493,080
Employees covered by collective bargaining agreements (%) 772 79.5 79.6

' Figures for residential customers.

2 Figures measured on a scale of 1to 7

3The financial information of Gas Natural Fenosa contains figures drawn up in accordance with the International Financial Reporting Standards (IFRS), as well as those known as
Alternative Performance Measures (APM) that consider adjusted figures with regard to those submitted in accordance with the IFRS. The definition of the APMs used is given in the
annex to the consolidated management report. The consolidated income statement for 2016 has been re-stated due to the discontinuity of the gas distribution business in Italy and in
Colombia, the electricity distribution in Moldova, the gas commercialisation in Italy and generation of electricity in Kenya, in application of IFRS 5.

4 Indicators are from the group’s audited Consolidated Annual Accounts.

5 Workforce at the end of the period under centralized and decentralized management.

8The Corporate University remained closed for 3 months for the set-up of new corporate systems, and accordingly the final indication of training hours has been affected by this
occurrence.
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Key Corporate Responsibility Indicators (continuation)

Health and safety 2017 2016 2015
Accidents requiring medical leave 45 65 125
Days lost 1,708 2,424 3,674
Mortalities 0 0 1
Frequency rate 1.30 172 3.08
Severity rate 0.05 0.06 0.09
Incident rate 2.65 3.48 6.33
Absenteeism rate through common illness and non-occupational accident (%) 2.18 2.15 2.02
Responsible supply chain 2017 2016 2015
Suppliers with contracts currently in force 9,877 12,072 7.370
Total purchase volume awarded (millions of euros) 3,428 3,699 3,009
Purchasing budget targeted at local suppliers (%) 90.75 91.9 92.3

Suppliers assessed according to environmental, social, and

working practice criteria (number) 9,891 9,689 6,997
Social commitment 2017 2016 2015
Evolution of the contribution from Gas Natural Fenosa (millions of euros) 12.86 9.98 9.89
Breakdown by type of action (%)
Social 61.36 33.76 33.34
Environmental 7.89 724 14.71
Cultural 30.75 59 51.95
Sponsorship and social action activities 361 403 437
Integrity and transparency 2017 2016 2015
Correspondence received by the Code of Ethics Committee 141 178 135
Correspondence received per 200 employees 1.67 1.92 1.37
Geographical origin of correspondence (%)
Argentina 2.8 1 4
Australia 0 - -
Brazil 7.1 3 4
Chile 19.2 16 14
Colombia 12.1 25 14
Spain 36.2 34 43
France 0 - 1
Italy 0.7 1 3
Kenya 0 - -
Morocco 0 - -
Mexico 177 13 6
Moldova 0.7 1
Panama 0.7 1 1
Puerto Rico 0 - -
South Africa 2.8 4 9
Average time for resolving correspondence (days) 44 63 47
Audit projects analysed on the basis of the risk of fraud 77 88 94
Communications received in the area of human rights 0 0 0

Number of persons trained on the Human Rights Policy 10,132 10,180 13,883




> ) Integrated Management System

Within the context of the Integrated Management System for quality,
environment and health and safety (IMS), the adaptation of the IMS to
the requirements of the ISO 9001:2015 and ISO 14001:2015 standards
has been completed, and this recognition is reflected in the new
certificates. At the same time, the scope of Gas Natural Fenosa's
multisite certificate for quality, environment and health & safety has
been expanded with the addition of the gas distribution and
commercialisation activities in Chile, as well as the addition of three
new companies within the scope of the electricity distribution and
commercialisation certificates in Chile.

Certified processes:
> Extraction and injection of natural gas.
> Transport and operation of the Maghreb-Europe gas pipeline.

> Electricity generation (thermal, hydraulic and renewable sources
origin).

> Distribution of natural gas and electricity.

> Wholesale and retail commercialisation of natural gas and electricity.

Business Model 31

> Development and execution of engineering projects.
> Energy management in the organised Iberian electricity markets.

> Corporate activities involving customer service, billing and collection
and training.

During the year, with the support of the IMS, the work of implementing
the ISO 50001 standards for Energy Management Systems and ISO
39001 standards for Road Safety Management Systems began for
certification in 2018.

In addition, other activities expected for 2018 include the completion
of the certification of the electricity distribution and commercialisation
activities in Chile, the unification of the quality, environmental, and
health and safety scopes and the acquisition of IMS recognition;

the expansion of the scope of the generation certificate with the
addition of the Bii Hioxo wind farm in Mexico, wind farms in the
Canary Islands and Torito hydroelectric power station in Costa Rica;
and the addition of the new LPG distribution and commercialisation
scope in Spain. Due to the divestments that have occurred in Italy
and Colombia, their certificates will be separated from the group’s
multisite certificate.
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Certified processes included in the Integrated Management System of Gas Natural

Quality, environment and health certifications chart (31/12/2017)
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Group's foreseeable
evolution

Foundations of strategy

With a view to achieving the set targets,
Gas Natural Fenosa defines strategic
guidelines in the medium term, which
are regularly updated, and which are
adapted to the current and future

The strategic planning cycle

> Strategic reflection

Formalisation of the group'’s vision
in the medium term.

Top-down approach.

> Monitoring and reporting

Single-source reporting on group,
business unit and corporate
management.

Strategic reporting management to
support decision-making.

S

situation, taking into account the special

features of the company's different
business activities.

The strategic planning cycle is defined
as a recurrent process that starts with
a strategic reflection, is set out in the

A

Strategic Business
reflection plan
Monitoring Budget

and reporting

business plans of each business and
corporate unit, and forms part of the
group's integrated business plan.

> Business plans

Formalisation of business unit and
corporate targets.

Bottom-up approach. Integrated
business plan.

Formalisation of group’s targets
by integrating business plans.

> Budget
Operating budget.

Investment budget.
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The coordination of the processes of
strategic planning, annual budgeting
and ongoing monitoring facilitates

speedy and efficient decision-taking.

The company's strategic vision for
the 2016-2020 period set out a series
of commitments for meeting targets
for 2018 and aspirations for 2020 and
defined the prospects by business
division and the group’s financial
targets for the period. Gas Natural
Fenosa expects to present the
2018-2020 Strategic Plan during the
first half of 2018, updating the group'’s
targets.

Within the framework of monitoring
the evolution of the environment, the
Strategic Plan sets out:

> Business management models
and targets.

> Execution of a new efficiency plan.

> Continuous management of
the business portfolio and its
strategic fit.

The Strategic Plan is translated into
the different business plans.

Pillars of the 2016-2018
Strategic Vision

The 2016-2018 strategic vision was
built upon three lines of growth
(grids, power generation and gas
commercialisation), with the aim
of enabling Gas Natural Fenosa to
continue to grow in the future:

2017 Corporate Responsibility Report

The pillars of the Gas Natural Fenosa Strategic Plan are:

\\,\awke‘ context evol“Uon

Business

Efficiency
plan
plan
Portfolio
management

> Grids: with regard to gas networks,

investment in gas supply in Chile and
Mexico, entry into the distribution
business in the Arequipa region of
Peru, new licences and additional
growth from the conversion of new
liquefied petroleum gas (LPG) points in
Spain; in electricity grids, investment
in smart grids in Spain, investment to
cover additional demand in Chile and
Panama, electricity subtransmission in
Chile driven by new renewable energy
facilities.

Management
“as usual”

> Power generation: improving efficiency

and performance of the generation
pool with the incorporation of 3,500
MW to the total pool, 2,500 MW of
which is from renewables (Spain and
international) and 500-1,000 MW from
combined-cycle projects contributing
to the downstream development

of the LNG business. Growth and
development of the international
business through GPG.



> Gas commercialisation: new gas

supply contracts for a total of
approximately 11 bcm, corresponding
to the two Cheniere projects

(Sabine Pass and Corpus Christi)

and the Yamal LNG project in Russia;
additionally, the existing gas supply
contracts will be adapted and

renegotiated to reflect benchmark
market conditions. Furthermore,
capacity of the methane tanker
fleet will by increased with the
addition of four vessels (two already
incorporated in 2016), and a mobile
regasification unit. Their larger size
will mean an overall added capacity
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of close to one million cubic
metres. Ebitda is expected to be
increased by about 10%.

The 2017 results demonstrate good

progress in fulfilling the basic pillars of

the 2016-2018 Strategic Vision:

Pillars Main targets Fulfilment
1 Cash generation sustains future - Minimum dividend of 1 euro/share
dividends (minimum pay-out of 70%). °
2 Strict financial discipline - Retention of credit ratings from S&P (BBB) and
Moody's (Baa2). .
- Reduction in debt cost by 80 basis points to 3.5%. °
- Adjusted net debt/Ebitda ~3,2x". °
- Discipline in capital allocation: ROACE 2017~ 7%. °
3  Efficiency Plan - Accumulated 2017 savings of 150 million euros (vs initial target of 135 o
million euros). R
- Launch of new 2018-2020 Efficiency Plan.
4 Asset portfolio management - Sale of GNDB (20%), Italy, Colombia. .

- Investment in value generation in renewables projects in Spain, Brazil,

Australia and Chile.

2017 net profit

Target net profit of 1.3—-1.4 billion euros met.

" Adjusted by (i) proceeds of 1.5 billion euros for the sale of 20% of the gas distribution business in Spain (i) proceeds of ~739 million euros for the sale of the gas distribution and
commercialisation business in Italy, and (iii) proceeds of ~334 million euros for the pending sale of 41.9% of the gas distribution business in Colombia expected in the first half of 2018.

The 2017 results demonstrate good progress in fulfilling the basic pillars of the
2016-2018 Strategic Vision.
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2018 outlook

The 2018 outlook for the business is explained in the following:

Activities 2018 outlook Main levers

-The third stage of the 3 stages of the integral review (full tariff) in Argentina will come into effect in
April 2018, with an estimated positive impact on Ebitda of + 100 million euros in 2017

- Continued organic growth in Mexico, supported by new distribution concessions awarded in Tabasco,
Campeche and Yucatan (Quintana underway).

- Continued organic growth in Chile in the natural gas business supported by the net increase of +30,000
Grids N supply points in current regions and growing demand for heating.

- Continued organic growth in Chile in the electricity business supported by the net increase of +80,000
supply points in current regions and improving macroeconomic situation.

- Continued growth in gas distribution in Spain compensating for the negative impact on remuneration
from gas meters, with an estimated negative impact of ~40 million euros, in line with new meter
rentals set by law.

International power - Guaranteed growth with the launch of FV Brazil (second half of 2017) and a wind farm in Australia
generation (second half of 2018).

Regulated activities: Continued organic growth in grids and guaranteed growth in international power generation.

- Stable volumes with >85% increase in volume of already contracted and guaranteed sales for
2018.

- Positive estimates in the ordinary review of 2018 supply contracts (~60% of Gas Natural Fenosa

supply contacts) already established in a different market context.
Gas commercialisation A
- Positive trends in international LNG have a favourable bearing on the negotiation of contracts

with our end customers.

- Progress in new business initiatives directed towards a profitable, medium-sized customer base
and attractive market segments (floating regasification plants, small-scale solutions, bunkering).

- Hydroelectricity generation levels expected to return to normal ~3.0 TWh.

- Gradual recovery of 2018 OMIP prices to 52 euros/MWh at the end December used as
Electricity in Spain N the benchmark for new contracts and renewals, reflecting higher generation.

- Reduced margins in Schedule 1 Voluntary Price for the Small Consumer (PVPC),owing to
increased regulatory requirements and greater impact of the social allowance in 2018.

Deregulated activities: Positive outlook in commercialisation of gas explained by the ordinary review of gas supply contracts and improving international LNG prices.

Recovery of Spain electricity supported by return to normal hydroelectricity generation and recovery of commercialisation prices.



The financial outlook for 2018 is explained in the following:
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Activities 2018 outlook Main levers
- Accelerated implementation of 2018-2020 Efficiency Plan ~100 million euros restructuring costs
2018-2020 A forwarded from 2018 to 2017.

Efficiency Plan

- Estimated accumulated savings of ~105 million euros net of restructuring costs for 2018.

Cost of debt N

- Progressive positive impact of liability management efforts in financial results.

- Greater reduction in current debt cost by 3.5% estimated in 2017

Tax rate °

- Held at 21.5% (recurring tax rate).

Effect of currency
conversion

- Unfavourable outlook for exchange rates (USD, CLP BRL, MXN, ARG).

Capital gains (Italy) N

- Expected capitals gains after tax of ~190 million euros at year end (1$18).

Significant positive contribution of operating efficiencies and debt/tax efficiencies, only compensated by relatively unfavourable outlook for exchange rates.

The 2018-2020 Strategic Plan will update
the strategic lines to be implemented in
order to enable Gas Natural Fenosa to
continue its trajectory of organic growth in
2018 and the forthcoming years.

Planned capacity to satisfy forecast future demand (MW)

Planned

Technology capacity(MW)
Projects at an advanced stage 265
Cogeneration -113
Renewables 378
Projects at a permitting stage 1,004
Wind 734
Small hydro _
Hydraulic _

Others (Photovoltaic)

270




1895

Official headquarters
and historic building

In 1895, the Sociedad Catalana para el Alumbrado por
Gas inaugurated its official headquarters, designed by
the Catalan architect Josep Domeénech Estapa. With
its own style, far removed from the eclecticism of the
prevailing modernism, this building represents the
legacy of an age and of its protagonists, a clear vision
of progress and the willingness to bring it about.

1843
2018

years full of history
and energy
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Innovation
overview

A continuous process of innovation is
undoubtedly one of the key levers of
business.

The most innovative companies are
generally those that best respond to the
new challenges of the environment and
do so by using technologies, processes
and business models that give them an
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cheaper and spread at a rate leading to
significant disruptions that have a huge
impact on these markets.

Therefore, the senior management of
Gas Natural Fenosa has promoted the
implementation of a model of innovation
that ensures alignment with the priorities
set out in the company's Strategic Plan,
and is leveraged over the innovative
community on the international stage.

This model comprises the innovation
overview agreed with the businesses
and responds to the technological

and management of the portfolio of
innovation projects and a strong innovative
culture at the company. It is also based on
intrapreneurship programmes and tools to
encourage innovation, ensuring the most
appropriate response to the changing
dynamics of the environment.

Gas Natural Fenosa places a matrix
approach on innovation, classified in
accordance with two criteria: the type of
innovation and the part of the value chain
the innovation affects.

advantageous position in their markets.
Moreover, innovations often arise, become

changes that the sector is facing, a robust
methodology for technological monitoring

In line with best market practices, the company develops the following five kinds of innovation:

Social innovation

New ways of satisfying social needs that are not appropriately covered by the market or the public sector,
or in producing the required changes of behaviour to resolve society’s major challenges.

Marketing innovation

Implementation of improvements in processes directly related with the marketing of a product
or service.

Organisational innovation

Implementation of new methods in the company’s business practices or in the organisation of work
and/or foreign relations.

Product innovation

The introduction of a product or service that is new or significantly improved with regard to its previous
features or applications. This includes significant improvements in technical specifications, components
and materials, software incorporated, ease-of-use and other functional characteristics.

Process innovation

Implementation of new or significantly improved processes of manufacture, logistics or distribution.
Major changes in the way of producing or delivering the products or services.




In the same way, according to the
company'’s value chain, an innovation
plan is defined as a result of work
performed by different work groups
midway through 2016, with the
managers from all business and
corporate areas, covering all geographic
areas. The result of these working
networks has been defining innovation
priority areas for Gas Natural Fenosa as
well as a dedication of efforts to focus
on priority areas. The development of
the innovation plan is carried out on
the cross-sectional work networks
established on the basis of workshops
for each of the priority lines.

Gas Natural Fenosa also recognises that
the greatest potential for innovation

lies in open collaboration with the key
players in the environment, both public
and private.

Therefore, it shares its challenges
through partnerships and by taking
part in the forums for technology
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mobilisation, guiding the technological
chain and helping to secure common
goals. It also works with public
administrations in identifying the
general needs of technological
development in their business and in
the definition of the relevant plans.

As a multinational company, it adjusts
its performance to the needs of
different environments in which

it operates, although the general
principles of action, such as combating
climate change, the quest for efficiency
and a more advanced use of energy,
preside over its global strategy in all
these areas.

Gas Natural Fenosa, aware that we live
in a rapidly changing world and that this
will change even more rapidly, believes
that open innovation is the only way

of moving forward and attracting new
ideas and products to the market.
Accordingly, it values both external and
internal talent very highly and develops

gasNﬂt
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entrepreneurial programmes that enable
it to innovate more flexibly and thus
maintain leadership in the markets
where it is present and to transform
itself as and when it needs to.

This year we have continued
collaborating with different enterprises
and institutions. Of particular note is
our presence on Eurelectric, American
Gas Association (AGA), Eurogas,
International Gas Union (IGU), as well
as the different technological platforms
such as the Spanish Technological
Platform of Electrical Grids (FutuRed),
the Spanish Energy Efficiency
Technological Platform (PTE-EE), the
Smart Cities Interplatform Working
Group (GICI) and the Alliance for Energy
Research and Innovation in Spain
(ALINNE), among others.
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With regard

to sustainable
Innovation,

Gas Natural Fenosa
IS committed to
decent work and
economic growth
through innovation
activity by applying
technology and
knowledge to
create value.
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> Gas Natural Fenosa's contribution to SDG 7:
Affordable and clean energy

The seventh Sustainable Development Goal
(SDG) set by the United Nations Organisation
is upheld on the basis that “a well-established
energy system supports all sectors: from
businesses, medicine and education to
agriculture, infrastructure, communications
and high-technology" One in five people
around the world live without electricity.

With regard to sustainable innovation, Gas
Natural Fenosa shows its commitment to
this goal by carrying out projects in several
areas: LNG, renewable energy generation,
emissions reduction, energy efficiency,
mobility and smart grids, among others.

> Gas Natural Fenosa's contribution to SDG 8:
Decent work and economic growth

The eighth Sustainable Development Goal
(SDG) set by the United Nations Organisation
is upheld on the basis that “poverty
eradication is only possible through stable and
well-paid jobs. Nearly 2.2 billion people live
below the US$2 poverty line”

With regard to sustainable innovation,

Gas Natural Fenosa is committed to decent
work and economic growth through
innovation activity by applying technology

and knowledge to create value. It also tries to
minimise operational risks affecting the assets
of the company and job security through
innovation.

> Gas Natural Fenosa's contribution to SDG 9:
Industry, innovation and infrastructure

The ninth Sustainable Development Goal
(SDG) set by the United Nations Organisation
is upheld on the basis that “sustained growth
must include industrialization that first of all,
makes opportunities accessible to all people,
and two, is supported by innovation and
resilient infrastructure”

With regard to sustainable innovation,

Gas Natural Fenosa is committed to the
industry and its infrastructure, as can be seen
in the creation of the Technology Observatory
and Technology Centre, the creation of
forums and newsletters, and participation in
technological innovation associations, among
others.
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LNG Development of the LNG chain

The Innovation Plan of Gas Natural Fenosa, Renswables and storage

which accompanies the Strategic Vision Generation
until 2020, seeks to introduce operational
improvements and to adopt those
technologies that provide greater value
to the company'’s businesses. This plan is )
structured around five major work networks: Grids
Liquefied Natural Gas (LNG), Generation, Electricity grids 4.0
Grids, Customers and Automation.

Reduction of emissions and efficiency
in thermoelectric generation

Revitalising of gas networks

To develop this plan, the company uses Smart Client
a twin-focus Push & Pull innovation Customer
model. The former, which focuses on the Energy efficiency and mobility

development of own technological solutions
that respond to the challenges set out in
the aforementioned Strategic Vision. The Automation Automation and data management
latter focus seeks the pull of the open
innovation ecosystem to find business
opportunities, ideas and talent.

Push: Developing Pull: Promoting an open
technological solutions innovation ecosystem

Encouraging innovation by responding to the challenges of the Strategic Plan

Challenges of the Strategic Plan Engineers, Universities

deS|gnersf and research
technologists. centres.

Technological

Innovation

. Centre.
Innovation Areas

Business and Communities
administrations. and innovation
networks.

) ) Start-ups.
Technological Solutions

Leveraging resources of business and in the external community
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Innovation and technology are key

in transforming the way in which we
perform our activity and anticipate the
needs of clients and transform ideas
into services that ensure an efficient,
sustainable and safe energy supply.

In addition to these priority lines that
represent part of the key processes of
its value chain, Gas Natural Fenosa, in
accordance with best market practices,
is aware that innovation does not

only come about with technological
progress in products and technological
processes, rather that innovation can
be found in all spheres of the company
and in all those cross-sectional areas
and support to the key processes. In
this regard, Gas Natural Fenosa has
introduced a more complete focus

on speaking about innovation that in
addition to addressing the innovation in
products and processes also includes
organisational innovation, marketing
innovation and social innovation.

Below we detail the 5 major blocks into
which the company has structured its
innovation activities.

Social innovation

In its interest to transform itself and
provide value to society through energy,
Gas Natural Fenosa has driven social
innovation to resolve society's current
challenges.

In this regard, the company has been
working on energy vulnerability since
2014 with prevention actions, through
agreements with local and regional
governments, and activities to raise
awareness with participation on forums
and chat groups about poverty. These
actions intensified during 2017 through
the Vulnerability Plan, approved by the

Board of Directors in January 2017 and
have been introduced nationwide. This
plan encompasses 20 measures divided
into a twin approach: an operational

one and a social one. The aim of all of
these is to reinforce and systematise
management of vulnerable customers
and to help social services and third
sector enterprises in their work with the
most vulnerable persons.

The Energy Vulnerability Plan is a project
that came about from the need to help
people in a situation of energy poverty
and is the first plan of this type on
Spanish territory. The project is not only
innovative because it attempts to relieve
the country’s energy poverty, but also
because of its characteristics as a CSR
initiative. Gas Natural Fenosa is the first
company that has a plan with a financial
allocation, with a cross-sectional
management model that guarantees its
introduction into the organisation’s day-
to-day work. This plan is also perfectly
coordinated with the Foundation and
has a volunteer programme for its
employees.

The plan is pioneering as a whole,
but many of the measures that the
plan comprises are also pioneering.
Initiatives such as the Energy School,
the study into low-cost measures

to introduce into vulnerable homes
or the creation of the Unit to deal
with vulnerability for the purpose of
monitoring those cases of customers
that may be in a situation of risk, reveal
the innovative nature of the plan.

Among the operational measures that
have been introduced is the creation

of the Unit to deal with vulnerability, a
specific area to deal with those cases of
customers that may be in a vulnerable
situation. A 24-hour free phone
numbers also been created, as well as a

Special Collectives Management Group
which will monitor these customers.
Moreover, the payment instalment
system has been made more flexible,
and we continue collaborating with
municipal entities and the third sector
to create constant communication
mechanisms. Accordingly, we are
introducing a shared register that helps
all those involved to be able to closely
monitor those persons that fall within
the parameters of energy poverty. In
turn, we have extended the company'’s
participation on forums, panels and
municipal and other working groups
involved in energy vulnerability in order
to continue to monitor the issue and
work jointly to improve the situation of
these people.

Within this operational aspect, the
Vulnerability Plan includes a set of
social measures to be performed
together with third sector enterprises
and public administrations. This work

is carried out by the Gas Natural
Fenosa Foundation, and among the key
initiatives are:

> Energy School. Launched to provide
training in energy issues - billing,
prevailing regulations, energy
efficiency, savings - especially
related with vulnerability, to social
workers of public enterprises and
NGOs to improve the life quality of
vulnerable people. It is also open to
vulnerable families.

> Rehabilitation of the homes of
vulnerable groups. A study has been
conducted with more than 75 low-
cost rehabilitation measures that
will represent home improvements
and therefore a better life quality for
vulnerable customers.



> Energy volunteer work: Solidarity and
commitment are what moves our
voluntary employees, who have the
opportunity to provide direct advice
to persons in a situation of energy
vulnerability.

> Aid to the third sector: We have open
financial assistance facilities for social
enterprises that work with vulnerable
groups and a team to provide support
and to intensify our collaboration with
the third sector.

This block also includes the Natural Capital
project, which involves a concept of
emerging sustainability, to complement
the financial results with the natural
resources used by a specific organisation,
company or country. Its aim is to identify,
manage and assess the natural capital for
the purpose of providing information that
helps in decision taking. We are currently
working on the international stage to
develop protocols and methodology for
calculating natural capital. Given the
importance for a company like ours of
managing this concept and including it

in decision taking, we have performed a
pilot project. The project goals have been
to review the state-of-the-art of existing
methodologies and to select the most
suitable one. Once the methodological
framework has been set, the methodology
has been applied to the Bolarque
Hydroelectric power station, identifying
all of the environmental impacts and
dependencies, selecting the most
significant ones and monetising them.

Marketing innovation

This particular line encompasses all of the
company's efforts to find out the actual

and specific needs of each one of its
customers, and to make sure that they
have at their disposal cutting-edge products

that help them in their day-to-day life.
As a result of the projects tackled in
this area of innovation, new energy
advisory services have arisen through
hourly curves to offer each customer
products that adapt to their needs along
with proposals for energy savings.

The implementation of technological
support tools, such as CRM (Customer
Relationship Management) or the
development of modules for campaign
generation through the pre-definition of
variables which, combined with products
and tariffs already available in the

Gas Natural Fenosa systems, contribute
to the expansion of the businesses.

One of the major initiatives within this
kind of innovation is the CEX (Customer
Experience) project through which the
company introduces a new methodology
in which the customer is the starting
point and the centre of activity, changing
the way we do things in order to meet
their needs and expectations, but above
all, being sensitive to how they perceive
the company and their experience with
the company. (Further details about this
project can be found in the “Service
Excellence” section).

In addition, we live in an increasingly
digital world where users seek to perform
a lot of their day-to-day tasks through
Internet so that they can carry these out
from any place, with any device and at any
time, thus saving time. This is the reason
why another of the areas where we have
focused particular efforts is on improving
the digital experience of the customer
with projects targeted at improving
usability and access to applications,
including new ways of meter reading
through the mobile app.

Of particular note are those actions
targeted at ensuring that the end
customer is able to self-manage the
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products and services contracted,
increasing the amount of online
formalities and completing the
operations available once customers
are registered in the private area.

One of the key activities in this regard
has been the development for Latin
America of a platform (both for iOS

as well as Android) which copies data
from the transactional system that
enables the client’s data to be available
24x7 through digital channels. These
initiatives form part of the Smart Client
technological line, which is included in
this report.

Organisational innovation

In the framework of organisational
innovation we consider those actions
targeted at covering the needs that
arise with regard to new business
models, those that have entailed a
new organisation in the work and
those that have been for the purpose
of minimising risks and increasing
quality and safety in the organisation’s
practices. Of particular importance
within this sphere is the Apolo project
that aims to define and introduce a
new platform that supports the entire
commercial process in Latin America.

This project represents a complete
change in commercial philosophy, one
that manages the new commercial
process of deregulated products

and services, whether recurrent or
one-shot, and management of third-
party products (insurance policies),
and we expect to evolve the model

of operations and back-office in
subsequent stages.
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The change management associated to
the processes involved has required a
complete redesign of the commercial
process, which introduces commercial
planning, addresses markets from the
standpoint of dealing with the potential

in the systematised way and by batches,
management of the portfolio of products,
services and commercial campaigns,

and the introduction of a completely

new process of controlling quality and
verification of the commerecial action
through calls to new customers, all under
the premise of customer centricity, quality
in what we do and commercial offers,
traceability and sustainability. From the
technological standpoint, it includes integral
management of the deregulated market on
a single platform and the incorporation of
the mobility of sales forces.

Also within this sphere we should mention
the Optima project, a management model
to integrate different applications in the
ERP (Enterprise Resource Planning) into

a platform with unified access, seeking to
improve the user's experience and have
greater interactivity and variety of the work
resources.

Optima is a transformational programme
that aims to improve the group'’s decision-
taking model, integrating business
information with its economic impact and
strengthening the predictive, ongoing
review, simulation and analysis capability.

To this end, several core actions have been
established to address the objective model
of the processes of planning, control,
reporting and data governance of the group:
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> More flexible and ongoing processes
of planning and review, thanks to
PxQ modellings of the main business
indicators. Allowing us to anticipate
and simulate impacts in light of
scenario, regulatory and business-
estimate changes.

> Improving the information of
Gas Natural Fenosa management
through a corporate database that
integrates the operational information
of the businesses required for senior
management to take decisions.

> Optimising the exploitation of
information management through
scorecards and the digital reporting
platform.

As a consequence of the plan to
transform the organisation to focus
it on data, the position of CDO
(Chief Data Officer) has arisen. Data
governance is a key element for the
extraction of value from data and for
decision-taking, and consequently
we have defined a new role in the
organisation, the Chief Data Officer,
whose mission is to guarantee quality
through the design of standard data
dictionaries, oversee traceability
through uniform rules of access

and internal security and ensure

accessibility to data at the organisation.
In addition, we have also defined a data

governance organisational model that
incorporates the roles of Data Officer
by General Management and the Data
Architect at the Information Systems
Department.

The management of information
through the Internet continues

to represent a challenge for all
organisations; in this regard,

Gas Natural Fenosa continues to

take on projects in the sphere of
Cybersecurity, to reduce risks and
improve security of all apps and
devices used. These kinds of initiatives
are particularly relevant this year,

in which we have introduced new
processes of communication and
supply of information with the Public
Administration, which also involve
new methods of identification and
authentication through different digital
technologies.

Lastly, we can highlight the Delfos
(Delivering Forecasting System)
project, for the purpose of developing
a delivering forecasting tool that can
also be a channel of communication
with internal customers in issues
related to the supply of materials.

The project focuses on efficiency of
processes, representing a significant
improvement in the planning and
performance of works. In addition, it
enables shipments to be managed and
all of the documentation associated to
the delivery of material.

| The Innovation Plan of Gas Natural Fenosa seeks to introduce operational
! Improvements and to adopt those technologies that provide greater value to
the company’s businesses.



Product innovation

The company has made strenuous
efforts in product innovation. One key
project in 2017 has been the design of
the Direct Link floating platform. This
is a singular initiative as part of the
innovation plan and as a response to
the need for solutions for small-scale
LNG transfer and bunkering from ship
to shore.

Other relevant project is the PIDIM
(Smart Platform for the Sizing and
Design of Multigeneration Facilities)
project for the purpose of designing,
developing and introducing a smart
platform for the sizing and design of
facilities for the distributed generation
of heating and cooling electricity that
operates in the cloud by receiving data
such as the customer’s consumption.
With this initiative we aim to promote
the energy rehabilitation of buildings
and to characterise the energy demand
of these buildings to calculate the
baseline of consumption of the building
and to forecast savings.

In this sphere we should also highlight
development of the Sustainable
Logistics Train (SLT) in the quest for

a feasible and economic solution for
the sustainable management of the
so-called “last mile” logistic, where
the dissemination of services for
customers is often in places where
there is restricted traffic access. The
solution we are working on involves a
very new vehicle comprising a tractor
head which will be a hybrid extended-
range vehicle that runs on CNG, trailers
with batteries and solar panels, and an
electrical and mechanical connection
between the foregoing that enables

a 90° turn between trailers and the
control system of each trailer. These
vehicles will have a load capacity equal

to or greater than a small van or truck, and
simultaneously represent a sustainable
and environmentally friendly solution
that extends to the areas of protected
heritage.

Further details on product innovation can

be found in section 3 of the Technological

Innovation Plan.

Process innovation

As an example of innovation in

process, we can point to the hydro
power Integrated Control Centre (ICC),
headquartered in A Batundeira (Velle

- Ourense), which allows centralised
and remote-control management

of the exploitation, operation and
maintenance of all the company's power
station and dams in Spain. The new
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ICC uses latest-generation control
systems that incorporate the most
advanced technologies, committed
to technological innovation and
including new tools and systems

to support the operator, which
enables an expeditious and efficient
response to new requirements of the
national electricity system, with the
utmost respect for the requirements
governing safety of people, facilities
and the environment.
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Another project which Gas Natural
Fenosa has continued to develop this
year has been the Metrology for LNG IlI
(a collaborative project developed within
the framework of Euramet) which is for
the purpose of the development and
validation of analysis techniques to reliably
determine the quantity, composition and
physical properties of LNG and LBG that
enable the large-scale roll-out of their use
as a fuel for transport, contributing to one
of the pillars of the European clean fuel
strategy.

In the customers sphere, we have defined
a new global customer service model that
is materialising in different Latin American
countries and in Spain.

Among the key activities that have been
developed during 2017 are:

Design of the customer service model.
On the basis of the Global Customer
Attention Model, we have defined

work methodologies at operational and
training level that enable us to improve
customer satisfaction through the ongoing
improvement of operations.

Implementation of the New Technological
Platform at the Call Centre (ININ). This
new technological platform improves and
provide new functionalities for the routing of
customer calls, improving the way in which
these calls are dealt with. The tool is based
on an All in One that enables us to improve
the time to market and the latest technology
available in the market.

Advanced Analytics. This is a work
methodology based on advanced data
analysis of our customer contacts, to find
innovative levers of change in the customer
care processes.

Robotics and cognitive solutions.

We are exploring different robotics tools
and cognitive solutions, and are carrying
out the first definitions of pilot tests.

Innovation in processing is explained
in greater detail in section 3 of the
Technological Innovation Plan.

The increased effort regarding what had
been reported in previous years is in line
with business priorities that multiply their
impact by focusing some resources on
innovation to ensure business sustainability
in the medium term. Accordingly, the
innovation perimeter also includes
technological innovation, innovation in
processes and organisation, and innovation
in marketing/customer).

Investment in innovation (millions of euros)

The overall figure in 2017 for investment in innovation totalled 99 million euros, divided as follows:

55 22 : 1 M

0.6 , 17.2

213

Product innovation. Development of the LNG chain.
B Others.

W Smart Client.

M Energy efficiency and mobility.

M Processes innovation. Automation and data management.

B Marketing/customer innovation. Electricity grids 4.0.

Organisation innovation. Revitalisation of gas grids. M Renewables and storage.

Social innovation. Reduction of emissions and generation M Technologic Centre.

efficiency.



Innovation
Plan

The Innovation Plan is structured
around priority lines of action to

help achieve the goals set in the
Strategic Plan. In this plan, innovation
is supported by five multidisciplinary
working networks and eight
technological innovation areas.

Liquefied Natural Gas (LNG)

The main objective of the company

in this line is to strengthen transport
infrastructure, storage and distribution
of LNG, at all levels, to promote

its use as an alternative fuel to
traditional oil derivatives. LNG has
significant advantages as it helps
reduce environmental pollution by
decreasing the emissions of carbon
dioxide (CO,), sulphur dioxide (SO,)
and contaminating particles. For

this reason, the role that LNG can
represent as a transition fuel towards
a decarbonised economy is crucial, as
endorsed by the European Union in its
latest strategic plans.

Optimisation of the LNG logistics
chain. Small Scale

Currently, the existing LNG transfer facilities
are ever more robust and safe, yet these
features simultaneously involve a cost
increase associated to the facilities. We
should give a special mention to the marine
infrastructure costs, which take on greater
importance in the overall investment in small-
scale projects, compared with the projects
for large traditional liquefied natural gas
plants (liquefaction or regasification).

Accordingly, Gas Natural Fenosa is working
on the development of innovative solutions
with greater flexibility than the traditional
ones and with lower investment and
operation costs, without lowering the safety
standards of the facilities.

Development of LNG as a cleaner
and more efficient transport fuel.
Bunkering

The company’s main objective in this field is
to promote its use as an alternative fuel in
road, rail and maritime transport.

Of particular interest is the use of LNG
as a maritime fuel, due to the huge fuel
power and consumption required by this
sector and the increasingly demanding
environmental restrictions that are faced.
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To be able to compete and to displace oil
derivative fuels, it is essential to develop
the bunkering logistics, which would lead
to greater use of LNG-run vessels in the
future. Gas Natural Fenosa is working

on the development of new bunkering
solutions that will enable us, in the short,
medium and long term, to equip ports
with a suitable LNG supply logistics
infrastructure.

Development of the LNG measure

The development of the LNG logistics in
the transfer and sale of energy operation
requires an appropriate metrology, both
with regard to the quantity as well as

the quality of the product. Currently, we
need to respond to major challenges such
as the accuracy of measurements, the
absence of LNG-specific calibration banks,
the high cost both with regard to CAPEX
as well as OPEX, and also to introduce
measurement procedures and standards
accepted by the sector agents. In this
regard, Gas Natural Fenosa participates
along with major metrological centres in
the development of several initiatives.
During 2017, the company has continued
its involvement in different projects of
worldwide relevance, which will also
permit us to introduce a new stable
metrological framework that will facilitate
commercial operations.

The development of the LNG logistics in the transfer and sale of energy operation

quality of the product.

requires an appropriate metrology, both with regard to the quantity as well as the
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> ) LNG projects

Projects to develop new LNG distribution logistics solutions

DirectLink LNG - Floating Universal Transfer System
(UTS) (2016-2017).

This is an integral patented solution for the transfer and bunkering
of LNG from ship to shore, an alternative to the costly traditional
infrastructures (port and jetties) and with minimum environmental
impact.

The UTS is a new patented innovative system that makes use of the
latest market technologies and comprises two basic elements:

> Afloating platform, where the LNG transfer lines are located (and
boil-off gases/ BoG) together with all the process, control and safety
elements. The vessel-platform union is carried out through a mooring
vacuum (first offshore application in the world), thus guaranteeing a
safe and quick LNG transfer.

> The LNG transfer from the platform to land is carried out using some
especially designed floating cryogenic hoses.

Among the advantages of this system we can highlight:

> Economic benefits: as the investment costs are significantly reduced
compared with traditional solutions (jetty).

> Flexibility and universality: the system is compatible with a wide
range of vessels and land terminals without the need for any
modification. Its great flexibility allows it to be adapted to the specific
requirements of the final site.

> Mobility: given that the system is floating, if necessary it can be
relocated to a new place. In addition, this mobility means it is
protected against adverse weather conditions, as it can be located in
a safe place during this period and operations can recommence once
the weather conditions have ended.

> Environmental: as it has very little environmental impact compared
with traditional systems, by avoiding the need to dredge the seabed.

> Quick installation: the complete process from preliminary
engineering through to installation is considerably reduced compared
with traditional facilities.

> Safety: it has been designed and manufactured under the very
strictest quality assurance and safety standards, and is classified
overall by the certification agency DNV GL. Where necessary it can
be quickly uncoupled from the vessel, maintaining the integrity
of all its components and systems. In turn, it makes it possible to
discharge from methane tankers at greater distances than traditional
facilities, thus reducing the risk of collisions.

With the development of this system, Gas Natural Fenosa complies
with its goal of providing a unique and differential tool that makes it
possible to have swift development of a small- and medium-scale LNG
supply, enabling end users to access a cheap, safe and environmentally-
friendly energy source.

A flexible and scalable solution that will satisfy the current and future
demands of our customers.

At the end of 2017 the UTS was successfully tested, transferring a
total of 400 m? of LNG from the vessel Coral Energy (Skangas) to the
Skagerak Naturgass land terminal, located in the industrial park of
Heroya (Norway).

LNG on Wheels (2017-2018).

The project involves a LNG tanker vessel able to resupply itself from
a small carrier off-shore, anchored near to the closest port to the
customer. Once in the port, the LNG is distributed directly through
tanker lorries.

This solution enables LNG to be distributed in remote locations that
have no kind of existing infrastructure.

The key objective of this project is to make it possible to have a reliable
supply of LNG from industrial customers of up to 50 MWe, in which
there is no onshore support infrastructure, with acceptable exploitation
costs.




> ) LNG projects (continuation)

Quality measurement projects

GERG. Raman spectroscopy (2016-2018).

The main purpose of this project is to analyse the feasibility of
measuring the LNG composition directly in liquid phase, without

the need to vaporise. To do this we are testing Raman spectroscopy
technology, currently applied in the chemical and pharmaceutical sector

Development of new bunkering solutions

Multiple Truck to Ship (2015-2017).

Among the methods of providing natural gas to ships, the most
common is the so-called Truck to Ship (TTS). This type of truck supply
involves the direct connection from a tanker or container parked on
the dock, using the drive system of the truck itself. In order to maintain
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but not in cryogenics. Last year we conducted tests at the Zeebrugge
Terminal (Belgium), in collaboration with important companies from the
sector. To date we have performed the recalibration of the sensor by
temperature and the results are extremely positive.

the Multiple Truck to Ship concept (MTTS), based on the discharge of
several tankers simultaneously and flow rates that allow acceptable
loading times for maritime operations. This project finalised in 2017,
and among the findings we should mention the technical feasibility of
this concept, the design of which has been ratified by the certification

the advantages of this traditional system of supply of natural gas to

agency DNV-GL.

vessels and to solve its limitations, Gas Natural Fenosa is working on

Generation: renewables
and storage

Renewable energy

Gas Natural Fenosa has a commitment
to a balanced energy mix and efficient
management of fossil fuels and
renewable resources, so that the
emission-free generation technologies
(renewable and hydraulic) and the low-
emission technologies (combined-cycle
and co-generation) represent a significant
volume of the total installed capacity.

Wind energy

The initiatives that the company is
developing in this sphere are focused

on two key areas: firstly, on monitoring
the condition of the assets, through
measurement systems, smart models and

data processing to improve monitoring
and diagnostics of the wind farms; and
also maintaining and optimising the
performance of the facilities through the

implementation of improvements or tests.

Hydroelectric energy

During 2017 the company has maintained
its commitment to the introduction

of new technologies both in areas of
environmental control as well as in the
establishment of mobility systems and
remote monitoring, without overlooking
improved performance of its hydraulic
facilities.

Storage
Innovation activities in the area of storage

have focused on an even greater increase
in quality and reliability of supply, on

developing joint solutions with customers
and also on allowing a greater and easier
integration of renewable-source electricity
into the grid.

In addition, the company is a member
of the EASE (European Association for
Storage of Energy), a meeting point
to find out and support technological
developments in energy storage as

an instrument to lend flexibility to the
European energy system.

Gas Natural Fenosa actively takes part in
different working groups where the use of
storage technology is debated in the areas
of interest for the company.
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> Generation projects: renewables and storage

Renewable generation projects: wind

SIAR (2013-2017).

SIAR (Renewable Energy Environmental Information System) is
for the purpose of having a system that centralises the existing
environmental information of renewable facilities (wind farms and
hydraulic power stations), so that these are accessible in real time
and so that results and trends, etc. can be consulted and analysed.
Among the environmental information that forms part of the project,
we can highlight the environmental studies and authorisations
(they mark the environmental conditioning factors that have to

be complied with), the regular environmental monitoring reports
(actual measurements of the environmental impact of projects,

for example, noise), etc. Thus, the environmental information
conditions the operation of the facilities and measures their level
of environmental impact, and is therefore directly related to the
company'’s reputation.

Prior to this initiative, the environmental information of the facilities
was stored in a disperse manner in hard copy format and was not
accessible to all stakeholders. With this IT application based on a
multi-user geographic information system, all project information is
centralised. SIAR enables efficient and real-time monitoring of the
environmental requirements, and to perform analysis of historic data
to define trends and to reduce impacts (for example, the mortality
of birdlife and fauna). In addition, it makes it possible to have a
real-time clear vision of the environmental effects of the facilities,
which means we can improve the information provided to the public
administration and other stakeholders. This project can be extended
to other kinds of facilities.

Windex (2017-2019).

This project involves the application of sensor systems and
development of information-processing tools to increase the useful
and structural life of wind farms in a safe way.

To this end, we are developing a technology to measure vibrations
and other parameters, using fibre-optic, focusing efforts on achieving
a product that can compete with the existing systems. Its objectives
include:

> Monitoring the standard wind turbines through Bragg sensors and
analysis of their structural behaviour.

> Performance of an aeroelastic model able to study the thresholds
that can be reached by the different parts of a wind turbine based
on the measurements obtained.

> Development of a model able to predict the structural behaviour
of the critical parts of wind turbines.

Renewable-storage hybridisation La Vega | & Il wind farm

(2017-2020).

> This is a system to manage the energy generated at a wind farm
for the purpose of conducting a pilot using the hybridisation of
storage with generation and to complement the services of a
conventional plant with new capacities to participate in services
of adjustment, displacement of the load curve and other tests
targeted at improving the results of renewable plants.

> At the same time, storage technologies will be tested to find
actual evidence of the possibilities of energy management that
can be incorporated.

During the development of this project, we expect to carry out
different tests and diagnostics to find out the scope of the electricity
storage technologies available at these times to help improve the
response of wind farms to the demands of the system operator, both
with regard to the amount of energy demanded as well as the quality
of this energy.

These developments will be integrated together with the battery
storage pilot for renewable hybridisation described in the storage
area.

Wind turbine load monitoring (2017-2018).

Development of a simple platform that enables monitoring of
displacements at the base of the wind turbine and the variation
concerning loads in different modes of performance to determine the
appropriateness of a change of settings of the machine to increase
its performance.

LORA wind turbine sensor systems with technology (2017-2019).
Low cost platform (<€100) that enables monitoring of different
variables, including vibrations, and that the equipment itself, with a
previously configured model, is able to give warnings if it departs
from specific safe contour conditions, improving the monitoring of
the status of wind turbine components.




Sustainable Innovation 53

> ) Generation projects: renewables and storage (continuation)

Renewable generation projects: PV

Big Data / loT in cogeneration and photovoltaic (2017-2019).
Introduction of a system to acquire big data from the PLCs of the
cogeneration and photovoltaic power stations. The data collected
(control data, cogeneration weather data, etc.) are uploaded and
processed in the cloud which, through a mathematical model, creates
patterns of behaviour for the main purpose of automating processes and
performing predictive maintenance.

The data systems are currently being compiled and introduced in order
to perform analyses of the patterns of behaviour and to create rules to
actions.

Thermal optimisation of photovoltaic farms (2016-2017).

The project involves optimisation of the performance of photovoltaic
panels through passive refrigeration. To improve and to increase
production, different design parameters related to refrigeration are being
introduced. This project also has a production forecast component, given
that introducing the weather forecast that directly affects refrigeration of
the panels is extremely useful in offering energy in the markets.

Solar-photovoltaic laboratory (Durango, Mexico) (2017-2018).

This project came about as a solution to the new needs to produce
electricity in an environmentally sustainable way and strengthening the
company's participation in the new energy markets that are cropping up
in countries such as Mexico.

This photovoltaic laboratory allows us to evaluate the most important
parameters both of operation as well as maintenance of the most
distributed solar panels in the worldwide market.

The purpose of this laboratory is to obtain all of the information that
subsequently enables prominent participation in the energy auctions and
in the new projects in which the company decides to take part worldwide.

The main activities performed at the Solar Laboratory are:

> Trials of photovoltaic modules, comparison between
technologies.

> Methods of cleaning modules.

> Analysis of the effect of height and refrigeration of the
modules.

> Trials on the effect of orientation of the modules.

> Trials of hydrophobic products to avoid the accumulation
of dirt.
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> Generation projects: renewables and storage (continuation)

Hydroelectric energy projects

Hydro power Integrated Control Centre (ICC) (2014-2017).

During 2017 Gas Natural Fenosa inaugurated the hydro power Integrated
Control Centre (ICC), which enables centralised and remote management
from Ourense of all of the company's power stations and dams in Spain.

The proposed architecture comprises a single control centre located

in the Batundeira building (Ourense) and a back-up centre in the
Technological Park of Galicia (Tecnopole Il), approximately 15 km apart.
The centres are far enough apart from each other not to be affected by
the same external risks, but also sufficiently close enough to guarantee
travel between centres and the synchronisation of all equipment, and
they are connected by several roads to guarantee the deployment of
operators in the event of a contingency at the main ICC.

The new ICC of hydraulics uses the most advanced technologies to
centralise management and remote supervision of the 51 hydroelectric
power stations and 23 large dams that the company has in Spain.
Control systems and latest generation tools have been incorporated that
enable a swift and efficient response to be given to the new demands
of the electricity system, 24/7, with the utmost respect for the safety
requirements of people, facilities and the environment.

The Control Centre, which manages more than 2,100 MW, collects
more than 200,000 signals in real time from the different assets that
are controlled and supervised, although it has the capability to analyse
up to 800,000 signals, which will enable it to increase its capacity to

Storage projects

GranSolar Vanadio Battery (2016-2017).

The project involves the introduction of a new energy storage system
at an already existing wind farm, to test the performance of this system
under real conditions and thus be able to explore the real possibilities
that this could offer to achieve improvements both in the management
of these kinds of plants as well as similar ones. The installation of

new plants, thus guaranteeing its future utilisation. This development
represents a qualitative leap as it integrates technology and R&D&i to
bring together the aspects associated to reliable and safe exploitation of
the facilities within a single decision-taking environment.

Integral Monitoring of Reservoirs System (IMRS) (2014-2018).
Replacement of the current campaigns of collecting water samples from
the reservoirs with an autonomous system that conducts the analysis in
an autonomous way and sends the results by electronic means.

The analysis of the results of the samples by an expert system allows us
to model the biological and physicochemical behaviour of the reservoir
and to predict environmental events.

Condition Based Maintenance (CBM): Belesar and Bolarque.
(2015-2018).

The aim is to apply new methodology to reduce the workload and
maintenance costs, focused on replacing preventive maintenance tasks
with predictive maintenance for those items of equipment that are
technically and economically suitable.

During 2017 we prepared the specifications of the new instrumentation
to be introduced and have assessed the maintenance ranges and
inspections affected through the implementation of CBM.

batteries at the wind farms enables us to use the energy stored in the
batteries at those times when the kWh price is higher or when there
is insufficient wind and additional energy is required. These batteries
are installed at the La Vega | & Il wind farms, located close to the
municipality of Monfarracinos, in the province of Zamora.
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Generation: reduction of emissions and energy efficiency

Thermoelectric power generation

In its commitment to minimise the impact that its industrial activity could have, the company is carrying out a range of technological

developments at its facilities.

> ) Projects to reduce emissions and efficiency in thermoelectric generation

Optimisation of fuel through lasers (2017).

A new system of fuel optimisation based on laser technology, which
helps to significantly reduce NO, at the Meirama thermal power
station.

Additional benefits are obtained, such as better performance and a
potential increase to the useful life of the boiler.

This laser system measures the absorption of light from certain
wavelengths, in the combustion gases and using algorithms it
determines the temperature, humidity and concentrations of oxygen
(O,) and carbon monoxide (CO) of the gases at these points.

The data obtained with the laser system are processed in the new
specific control system, using full digital modelling of the combustion
process, thus enabling real-time, ongoing and automatic modification
of the carbon combustion control parameters for the purpose of
minimising emissions of NO,.

Optimisation of the carbon combustion process in the boiler
using new neural networks (2017-2018).

The project is being undertaken at La Robla thermal power station
and is focused on the installation of an expert system based on neural
networks, for the purpose of reducing the values of NO, caused by
combustion. This system analyses a multitude of parameters related
to the distribution of air and coal in the boiler, correlating all these
parameters with the NO,_ produced during combustion and it “learns”
the best combinations of said parameters in order to minimise
emissions of NO,.

Reduction of NO, emissions at the Narcea thermal power

station (2017-2018).

The aim of this project is the adaptation of the group three facilities of
the Narcea thermal power station, modifying their combustion system to
reduce the emissions of NO,_ and extend the range of coal currently used,
guaranteeing the safety of the facilities at all times.

Thus far, the following activities have been completed:
> Redistribution of the contribution of combustion air.
> Decrease of the output temperature of the mills.

> Exchanging the burners for others of a new design that minimise
emissions of NO,.

> Installation of a system to clean the transport conduits to burners
(to avoid possible self-combustion through the presence of highly volatile
coal in the conduit).

> Inerting of the mills (for the same reason as the previous point).

> Adaptation of the control software.
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Grids

Revitalising of gas networks

The main company'’s challenges in this line are focused on achieving greater automation of the grid (remote action, reduction of cut-offs and
interruptions, improved operational efficiency and maintenance and increased energy performance) and greater interaction with the customer

(energy efficiency and active management of demand).

> ) Gas networks action lines

Renewable gas.

During this year the company has continued working on the principles
of operation and on the advantages of the technologies available

for the production of biomethane from biogas and solid biomass to
promote the use of renewable natural gas.

The use of renewable natural gas provides energy recovery from
biomass, opening up the possibility of distributing and consuming gas
produced domestically, reducing external energy dependence and
contributing to the development of the local economy, and helping to
meet the targets of the European Union by 2020.

Gas Natural Fenosa is currently involved in several projects at
national and European level, aiming to provide renewable natural gas
generated from renewable resources, and which through different
processes can be fed into the distribution network of natural gas,
with the right quality for subsequent application in sectors such as
industry, mobility, domestic or electricity generation.

The initiatives implemented by the company in this field cover
different lines of action, such as upgrading of biogas (from waste
and/or crops), methanation of bio-syngas (biomass and/or crops) and
methanation with hydrogen (power to gas).

Automation of gas distribution networks.

Gas Natural Fenosa works in collaboration with technological partners
in the development of new low-consumption sensors that can be
deployed in the different types of network that it has, taking into
consideration the materials and optimising these so that the system
can be automated. Likewise, and with the help of the new data-
processing techniques and technologies, different solutions are being
undertaken that will enable predictive operations.

Energy control.

Development of solutions that allow energy control, to guarantee

the proper balances of energy in the gas networks. The aims include
improving the detection of fraud, lowering the costs of this detection,
and the transfer of the best results to the different pilot schemes.

Small-scale gas distribution.

The development of small-scale networks allows us to supply small
nuclei that are not close to the transport infrastructures. Similarly, the
possibility of introducing non-conventional gases into the networks
will allow us to achieve circular economy situations also using the gas
networks.

! The initiatives implemented by the company in renewable gas cover different lines

of action, such as upgrading of biogas (from waste and/or crops), methanation of
bio-syngas (biomass and/or crops) and methanation with hydrogen (power to gas).



> ) Projects to revitalise gas networks
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Projects to introduce sensor systems and automation of gas networks

GERG Methane Emissions (Smart Greenhouse Gas Emissions)
(2016-2018).

This is the second phase of the Greenhouse Gas Emissions project,
which seeks to analyse the methods used in Europe to estimate
methane emissions from the gas distribution network, and identify
best practices in order to compile a common European focus with
regard to this calculation. The project will finalise midway through
2018 with the final report on the calculation method developed.

The activities performed during 2017 mainly include identification of
the requirements of the different European authorities involved and
in final development of the calculation and measurement system of
homogeneous emissions for Europe based on these regulations.

EnSO (Energy for Smart Objects).

EnSO is a major European demo project of micro-battery and
harvesting solutions that will enable management of energy

on autonomous loT devices based on a series of technologies
previously developed by some partners of the consortium and for
which they already have pre-series manufacturing capacity.

The aim of this project is to develop a hardware platform and a
common ecosystem to obtain three kinds of products:

> Smart seal: we propose a seal that has certain information
on traceability at the time of assembly and any attempts at
manipulation, able to detect different types of fraud.

> Meter supervisor: the idea is to have a low consumption device
that enables the output pulses of the meter to be counted
and also to monitor the status, detecting possible fraud cases.
This equipment would also include the possibility of energy
harvesting and make the equipment self-sufficient with regard
to energy, as well as being able to use external batteries.

The equipment requires RF communications (BLE, NFC, RFID,
etc.), through which both the company as well as the consumer
will be able to read the stored consumption values. The data
can be consulted through apps.

> Padlock / smart lock: we propose having traceability in

access to certain areas such as work centres, regulation and
measurement stations, etc. Through the use of this device, the
aim is to have sensor systems governing access and to require
permission from third parties, without the use of a standard
key like now. The device will also be fitted with batteries and
communications, and shared hardware development that will
be used as a common platform for any of the developments.

Connection valve (2014-2017).

Design of a new valve and elevator set to facilitate the transition
connections that can be dismantled between the valve and the
polyethylene (PE) tube. The new solution reduces the number of
connections and accessories needed and therefore the possible
gas leak points.

Once installed, the valve + elevator set is currently anchored to
the floor through a PVC pod that protects the length of PE that
connects to the valve. This type of fastening is flexible, meaning
that the entire set is exposed to sideways movements and
accidental traction that have a repercussion on the connections,
leading to possible leaks. Similarly, on occasions the PE tube has
deformations and cracks caused by the inadequate process of
installation that can eventually lead to leakages.

The new solution improves safety by reducing the risk of leaks,
as well as improving the construction times and the construction
costs.
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) Projects to revitalise gas networks (continuation)

Renewable natural gas projects

Renewable gas mixed unit (2016-2019).

The renewable gas mixed unit is for the main purpose of increasing
awareness in the production of biomethane (renewable gas) in the
urban waste water treatment plants (WWTP) and food industry
WWTP sector, with a special focus on the feed-in of this. During this
year, activities have commenced to install a biogas upgrading plant
at the WWTP for the purpose of producing biomethane from 2018
onwards.

Metamorphosis.

This is a technology demo project that pursues the same goals as
the LIFE+ programme, in particular the mitigation of climate change
thanks to the increase of renewable energy and, more specifically,
biomethane from waste treatment plants, which favours the
reduction of greenhouse gases versus other fuels.

Elsewhere, biomethane is set to become an energy alternative in the
future. Its injection into the natural gas network or use as a fuel in
different types of vehicles is already a reality.

LIFE Methamorphosis aims to demonstrate, industrial scale, two
innovative waste treatment systems:

> Umbrella, treating urban effluents through a combination of
anaerobic digestion (without oxygen) with biological membrane
reactors, followed by autotrophic elimination of nitrogen. The
biogas produced is upgraded to biomethane (BM) adapting it to
the vehicle standards.

> Methagro, a system developed by Gas Natural Fenosa for the
production of high-quality biomethane from agro-industrial waste
and other organic waste. The biogas is pretreated to remove
the water and contaminating products and is subsequently
compressed to be able to separate the carbon dioxide (CO,) from
the methane (CH, in the membranes of the upgrading plant.

The purpose of the Methagro system is to permit and ensure the
reopening of the slurry treatment plants through the adaptation and
optimisation of upgrading technologies using membranes, to remove
the current environmental impact of the slurries dumped into the
fields and to generate waste recovery by producing vehicle-grade
biomethane.

One of the major benefits expected is the development of a
methodology of application and implementation of the systems
described in the METHAGRO system, as this is an optimum system
for the treatment of biogas generated from agro-industrial and food
waste and to obtain high-quality biomethane.

Gas Natural Fenosa has commenced activities to install biogas
upgrading at a slurry plant in Lérida, which will come into operation
in 2018.

Arazuri project (2017).

During 2017 we successfully finalised the pilot project for biomethane
production at the water treatment station in the municipality of
Arazuri (Navarre). In this project, the biomethane has been used as a
green fuel in heavy vehicles. More specifically, three buses have been
successfully fuelled with 100% biomethane on different lines of the
district network of Pamplona, and two refuse collection trucks.

Smart Green Gas (2014-2018).

This project, which will extend until the end of 2018, studies the
treatment of biogas obtained at the waste treatment plants and its
conversion into high quality biomethane, with a concentration of
95%, to be able to be fed into the gas network or used as vehicle
fuel.

In this project, the company’s main goal is to obtain a smart
system to measure the quality of biomethane during the integrated
production process.

This year we have carried out the specifications and acquisition of
the necessary measuring equipment, and we have conducted the
laboratory tests necessary along with the tasks related to integration
of the equipment signals. We have also commenced validation of
this equipment at the FCC waste water treatment plant in Jerez de la
Frontera scheduled for the second half of 2017
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> ) Projects to revitalise gas networks (continuation)

Renewable natural gas projects (continuation)

Power 2 Biomethane (2016-2019).

This involves development of a biomethane generation system that is
completely renewable based on CO, and electricity from renewable
effluents through a Microbial Electrochemical System

(MES) bio-electrochemical process.

The main aim of this project is to develop an energy storage
system, explicitly from the excess of renewable energy production,
in the form of biomethane produced from a CO,-rich effluent
(biogas) through a bio-electrochemical process. In this way,
Power2Biomethane offers a solution to manage excess production
of renewable energy and decrease CO, emissions by generating
completely renewable and sustainable biomethane.

During the development of this project a prototype will be produced
made up of a system that will solubilise the CO, in waste waters,
coupled to bio-electrochemical batteries, and a power control
system to integrate the prototype into a micro-network of renewable
energies.

The “Power to Gas” (P2G) concept, on which the project is based,
opens up a range of industrial possibilities to transfer surplus electricity
to renewable natural gas, and which will therefore enable greater
penetration of renewable energies, reducing emissions of greenhouse
gases and reducing energy dependency.

Elena project (2017-2018).

The company has launched a project to use the biogas generated

at the Elena de Cerdanyola del Valles landfill site (Catalonia), which
involves the manufacture of biomethane to be fed into the medium
pressure natural gas network. The initial studies on the biogas quality
and implementation of the project have commenced. The plant is
scheduled to come into operation at the end of 2018. This project is
expected to produce 199 GWh biomethane in 20 years.

— |

The key goals for Gas Natural Fenosa in the sphere of energy rehabilitation
are the development of new business models as an energy services company,

The benefits for end users include improved comfort and a reduction of

! energy consumption.
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Grids:
electricity grids

The company continues its dedication,
focusing on digitalisation of the
electricity distribution grids, moving
forward in the management of
operation and maintenance of the
grid, and integrating the customer
into the information flows, whilst
simultaneously improving the levels
of safety at work and the quality

of supply. These efforts seek to
transform the electricity grids into
increasingly smart grids. In addition,
we are actively working on different
initiatives for the integration of the
electric vehicle and its recharging
infrastructure in the distribution grids,
so that the impact on these

is minimal.

> ) Action lines for electricity grids 4.0

Integration of renewable generation into the electricity grid.

The paradigm shift of electricity distribution and the appearance of
two-way energy flows means that the distributor has a new role in
the grid operation. The improvement in what can be observed and
controlled of these grids is crucial for the integration of these energy
flows, enabling the distributor to perform optimum management of
the same.

Automation of electricity grids.

The automation of the electricity grids together with technological
innovation and interaction with the customer give rise to a new
model of digital grid in which the digital infrastructure deployed is
showcased, improving the accuracy of grid information, performing
active management of the infrastructure and including the customer
in the information processes.

Energy control.

As with the gas networks, the company is working on developing
solutions to have control of the energy and therefore guarantee the
proper balances of energy in the electricity grid. The goals that are
sought with this line include improving the detection of fraud by
reducing detection costs and the transfer of the best results among the
different pilot schemes.

Electric vehicle.

Gas Natural Fenosa continues to work to make electric vehicles a
reality and help maintain cleaner air in cities.

Throughout 2017 the focus has been on the following objectives:

> Analysis of the impact of EV on the distribution grid.

> Development of business models to offer EV recharging.




Focus on the electricity
grids 4.0 projects

The digital grids are displaying the
evolution necessary to respond to
emerging needs in the distribution
grids, complying with the environmental
and energy objectives required by the
European Commission. In addition, the
company is committed to integrating
the customer into the information flows,
interacting with the customer in the
reporting of faults, proactive notification
of events, and including online grid
information during the telephone contact.

Another important action line is the
performance in partnership with other
distributors of the company, taking

advantage of synergies and improving
grid operation and customer interaction.

Furthermore, over the last year we have
worked actively on different initiatives
related to the electric vehicle and its
recharging infrastructure, along with the
definition of associated services.

The innovation activities conducted in
2017 in the field of digital grids revolve
around the following areas:

> Remote reading of meters.

> Automated operation of the grid.

> Integration of distributed energy
resources.

> ) Electricity grids 4.0 innovation projects

Technological innovation projects finalised in 2017

OSIRIS “Optimisation of smart supervision of the distribution

network” (2014-2017).

This project sought to optimise the functionalities provided by smart
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> Assets management.
> Electric vehicle.

> BIM. (Building Information
Modeling).

The progress achieved in these action
lines assists the digitalisation of the
grids and the distributor’s change of
role.

grids, learn about incidents in communications of remote meter

reading equipment and improve the quality of the electricity supply in

the event of malfunctions.

' The company is committed to integrating the customer into the information
% flows, interacting with the customer in the reporting of faults, proactive
notification of events, and including online grid information.
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As regards technological innovation projects that are currently undergoing implementation, we can highlight:

> ) Technological innovation projects undergoing implementation

SEDA project.

The SEDA project (Segovia Advanced Distribution) is a pioneering initiative
that is being developed in the city of Segovia. This is one of the most
advanced electricity supply systems in the world, offering new services to
customers, strengthening the quality of supply and reporting incidents that
take place in the grid.

The project involves 15 initiatives targeted at increasing automation of
management of the medium and low voltage electricity grid, those closest
to the point of consumption; improve monitoring of the transformation
centres and lines; analyse data that the new smart meters capture, and offer
more information and new services to users that are connected to these
grids.

In recent years, the necessary technology has been deployed in Segovia to
convert the city's electricity grid into a smart infrastructure. Almost 100% of
the city’'s household meters, 34,340, are smart meters and in recent years
we have carried out operations on 225 transformation centres where we
have installed the monitoring and automation equipment required to monitor
the grid and transmit the data from the meters to the company's information
system.

This year, Gas Natural Fenosa won an award for this project at the Innovation
and Technological Awards for Energy Efficiency in the Digital Age, which are
granted by the enerTIC platform.

SEDA was selected as the most transforming and innovative project from
among the 90 projects presented, in different categories: Smart Cities,
Smart Grids, Smart IT Infrastructure, Smart Cloud, etc.

Red ACTIVA “Innovation in the automation of the isolated neutral
distribution network” (2015-2018)

The purpose of this project is to develop knowledge, tools and
equipment to optimise the automation of the smart grid, improving its
efficacy, providing solutions to operational changes identified and adding
functionalities to equipment already deployed.

During 2017 we conducted the first automation pilot tests on the low
voltage grid.

Panama automation project (2017-2019)

This project focuses on improving what can be observed and controlled
of the distribution grid, improving automation of the grid and introducing
remote reading of meters. Accordingly, work takes place on three action
lines:

> Obarrio automation project: using the overhaul of the distribution grid of the
Obarrio sector, we will introduce the equipment necessary to automate the
medium and low voltage.

> Pilot testing of Smart metering / Energy control: we are undertaking the
pilot testing of a remote reading solution based on smart meters with
terminals with a serial connection to existing sockets, and introducing this
in two areas of Panama.

> Detection and location of malfunctions on medium-voltage overhead lines:
this is a pilot project for the detection and location of malfunctions on 34.5
kV medium-voltage overhead lines in a rural area of the distribution grid of
EDEMET-EDECHI in Panama.

BIM (Building Information Modelling) (2017-2019).

BIM (Building Information Modelling) is a work methodology that generates
and manages data from a building or infrastructure project from the time
when the design process begins, optimising both documentary and project
management. It enables problems to be detected before they occur during
performance of the work, with the subsequent cost saving.

This application of BIM technology is used in the process of digital
management of assets during the life cycle of such assets.

At Gas Natural Fenosa it is initially being applied to the design of substations,
where the following concept tests have been conducted:

> New substations modelled on BIM from the start.
> Existing substations modelled on BIM as reverse engineering.
> Use of this technology in building supervision.

Compact substation project (2016-2017).

The ultra-compact substation project addresses the challenges of building
substations that optimises the building, adapting itself to the space available.
In addition, as the solution is based on modular systems that can be joined
together, this facilitates its enlargement, minimising civil engineering costs
and improving performance quality and reducing work deadlines whilst
increasing safety during construction.

In 2017, the solution has been evolving into version 2.0 (UK2), optimising the
insulation and improving performance of the field installation.

The first ultra-compact substation in Spain has been carried out, at the Villa de
Aglimes substation.
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> ) Technological innovation projects undergoing implementation (continuation)

Remote reading of meters projects

Italic@(2016-2018).

Project for the roll-out, operation and exploitation of the infrastructure

Legislation also marks the type of communications technology and

protocols.

of meters with added functionalities that should give coverage to the

legislative mandate of Italy, through which at least 50% of household

meters are to be deployed before 2018.

The project is divided into milestones that mark the numbers to be

This is a key project for Gas Natural Fenosa, given that it will provide

knowledge of solutions, equipment, technologies, etc., that are
available in the market and that the company will be able to use in other

installed each year and the functionalities that need to be available in

each of them.

countries, whether in Europe or Latin America.

Customer: Smart Client

In the Smart Client area, the company

is focusing on providing products and
services with high value-added for different
types of end customers. This innovation
area promotes initiatives based mainly on
three core actions:

GEDIS and self-consumption

This action line is based on the
implementation and validation of solutions
targeted at optimising both energy
management of residential and tertiary
customers as well as the use of flexibility of
these to provide services to the network.

The European Commission, through
the Winter Package, has proposed a
set of measures targeted at achieving
the 2030 climate targets, which require
changes in issues of market design and
self-consumption to facilitate efficient
integration of renewable energies,
without prejudice to the safety of the
system, which in turn increases the
power of consumers as active agents
and fundamental vectors of the energy
transition.

In this regard, the Smart Client area
is developing and introducing an
energy management system that
will incorporate optimisation tasked
with deciding the optimum strategy
of operation of assets during each
period. This will be based on forecasts
of renewable generation, electricity
prices and load curves obtained
through self-learning algorithms. In
the future, strategies could include
local optimisation services of the
building (self-consumption, arbitrage,
supply continuity) as well as services
to the grid (postponing investments
in distribution grids, taking part in
adjustment services, etc.). In addition,
we are analysing and developing
technology that is capable of adding
the flexibility of future consumers so
that they can take part in the energy
market.

Integration of new solutions

loT digital solutions and products that
enable us to segment and know better
our customers in order to offer them
recommendations and customised
products and services.

As part of this area of action, we

can highlight the solutions related to
monitoring electricity consumption,
recognition and learning habits and
timetables, thermal management of

a home, management of heating and
cooling solutions and the measurement
of devices associated to safety, among
others. In all these initiatives we promote
and try to integrate the information of
data from our customers through the
corporate mobile apps.

Data Analytics

The main purpose is to provide the
importance necessary to the data
through innovative tools and to achieve
usage cases that are highly beneficial to
the company'’s different business.

By way of innovative solutions, we can
highlight machine learning tools (self-
learning algorithms). In this way, using
some initial data, very useful information
can be obtained in accordance with each
case of applied use and business in
question.
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> ) Smart Client projects

GrowSmarter (2015-2019).

During 2017 we carried out specific actions, in different action
areas, chief among which were the energy rehabilitation of
residential and tertiary buildings, the installation of photovoltaic
panels with battery storage in communal areas of residential
buildings, the installation of Smart Home equipment in
residential buildings and the development of our own information
management platform that allows data to be analysed.

The key goals for Gas Natural Fenosa in the sphere of energy
rehabilitation are the development of new business models as an
energy services company, highlighting new models in residential
environments, experimentation of Smart Home equipment for
commercial development and the testing of energy management
platforms. The benefits for end users include improved comfort and
a reduction of energy consumption thanks firstly to a more efficient
construction in energy terms, and also thanks to monitoring and
control of consumption through the use of connected smart
devices and the development of data management platforms that
enable in-depth analysis of customers’ consumption.

Residential energy rehabilitation addresses 3 types of construction
and around 19,500 m? of constructed surface area in Barcelona
distributed over 4 buildings, of which 90% of the works have been
carried out by the end of 2017 This action includes measures such
as the exterior insulation of facades, the change of windows and
blinds, connection to the district grid for heating, changeover of
boilers and installation of Smart Home equipment. More than

25 Smart Home packs have currently been installed in different
neighbourhood associations taking part in the project and close

to 60 packs have been installed in different volunteer homes
throughout Barcelona. In turn, technical follow-up of all of these
installations is being carried out, focused on finding out the user’s
behaviour and assessing the product at commercial level for the
development of future services

Energy rehabilitation in the tertiary sector is being carried out at
an educational centre, at a hotel and at a sports complex, with a
total of more than 10,000 m2 of constructed surface area. All the
tertiary buildings taking part in the GrowSmarter project have been
equipped with an energy consumption management platform, and
the works are scheduled to finalise at the beginning of 2018.

In the sphere of photovoltaic generation with storage, we have
constructed a residential facility to cover consumption in the
community with a generation of 2.6kWp and lithium-ion storage.
We are planning a further three facilities both in residential as well
as tertiary, including the installation of photovoltaic pergola in the
Mare Nostrum building of Gas Natural Fenosa in Barcelona.

A control system is being integrated into these facilities, minimising
the building’s energy cost. Through an app, the consumption
coverage ratio of the properties can be monitored based on rooftop
generation. Next year we expect to introduce three facilities.

The company is also developing its own platform for the collection,
management and analysis of information from all data collected
from the project, by developing large-scale data analysis and
processing modules. This development is based on the use of open
communication protocols and standards in order to ensure the
interoperability of different solutions.

inteGRIDy (2017-2020)
The inteGRIDy project is a "Horizon 2020" project focused on
validation of management solutions of demand, storage and
distributed generation.

Among the objectives is the validation of a tool that firstly enables
the integration of energy optimisation at building level, including
storage and generation, and also that allows the flexibility of assets
to be added for participation in the electricity markets. One further
objective is the definition and validation of the business model,
that will enable the inclusion of new services related to demand
management and grid services.

During 2017, the participation in a project of a sports complex has
been confirmed as a pilot scheme for integration of the platform
and in which we expect to install photovoltaic generation and
lithium-ion storage.

Stardust (2017-2022).

This is a Horizon 2020 Smart City European project introduced in
the cities of Pamplona, Trento (Italy) and Tampere (Finland). Other
associated cities are Cluj-Napoca (RU), Derry (UK), Kozani (GR) and
Litomerice (CZ).
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> ) Smart Client projects (continuation)

Among the key targets of this project we can highlight the
development of smart integration measures, testing and validating
technical solutions and innovative business models, as well as
establishing the guidelines to be developed both in Europe and
outside Europe. Its challenges include the demonstration of
different “innovative islands” as urban incubators of social and
regulated technological solutions which, once validated, could
help towards achieving the transformation of our cities into Smart
Cities. The idea is to establish the roadmap towards cities with a
low carbon index, energy efficiency and smart cities focused on
citizens.

DiPCa Project (2015-2018).

The DiPCa project is a project focused on predictive diagnostics
of errors affecting gas wall-mounted boilers in the residential
sphere. The aim of this project is based on the implementation of a
predictive diagnostics system for the most frequent malfunctions
affecting domestic boilers, based on multi-variable sensor
systems that can be introduced into a wide range of models and
manufacturers to improve and optimise the service offered to our
customers. During 2017 most of this project has commenced
and been developed and the tasks of technical definition and
application scenarios have been carried out. Moreover, we have
experimentally characterised different boilers in a test bank and

developed the predictive models and the logical algorithms that
provide intelligence to the physical device, which is the product of
this project.

From 2018 onwards, we expect to perform the final stage of tests and
validation and we will obtain the final results of this initial demo stage.

Remote Building Analytics Platform (RemBAP (2017-2020).

The RemBAP project is based on the development of an energy
management tool (virtual audit) for customers of the SMEs market.
Data from smart meters are fed into the tool and these data allow
us to define specific segmentation of customers for the purpose

of proposing energy efficiency measures and actions en masse, as
well as segmentation of customers based on their energy efficiency
indices.

During 2017, we developed a large part of this demo pilot by
carrying out the management and standardisation of initial data,
development of the comparison and recommendations module, as
well as development of certain data processing and management
interfaces. During 2018, the initial stage of this project will finalise,
and we will obtain the aforementioned models developed and
validated in a pre-commercial stage for 3 categories of customers
(HoReCa, Retail and Offices).
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Customer: energy efficiency
and mobility

Energy efficiency

Energy efficiency continues to be a key
area for Gas Natural Fenosa and we have
therefore reinforced several action areas:

> The development of energy
management projects and improved
energy efficiency of customers.

> The contribution to a more efficient
use of energy by consumers,
providing them with solutions that
help them improve their energy
efficiency and to reduce the
environmental impact of their energy
consumption and habits.

> The introduction of energy control and
monitoring systems for the residential
and tertiary sectors.

> Driving the development and fine
tuning of innovative applications and
technologies that improve energy
efficiency and which are economically
competitive.

> Constant update of the catalogue
of products that provide efficient
solutions.

> Collaboration with public and private
research and development enterprises
in technological pilot demo projects.

Likewise, the company is focused on
improving procedures to increase energy
efficiency in all links of the energy chain,
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and is determined to provide customers
with information and services to help
them improve their energy efficiency and
to reduce the environmental impact of
their energy consumption and habits.

The European Union defines the sector
of buildings, in particular rehabilitation,
as the one with the highest potential for
savings. Accordingly, Gas Natural Fenosa,
through different projects, develops new
passive solutions (insulation of buildings)
and active solutions (heating and cooling
facilities) to adapt the catalogue of
products by anticipating new efficiency
requirements that will define the
regulations expected for 2018.

Heat recovery in the industrial sector
has been the object of different
developments during 2017 and this will
continue to be the case.

As part of the energy solutions to
improve energy efficiency of buildings,
for some years now the company

has been working with solutions that
combine improved management of
heating and hot water facilities, the
reduction of energy consumption, the
integration of renewable sources and
improved comfort.

Mobility

Gas Natural Fenosa continues with

its commitment to mobility solutions
based on natural gas and other
renewable sources, given that they

help improve the air quality in cities and
reduce emissions in the transport sector.
Gas Natural Fenosa is implementing

a natural gas loading infrastructure

for public use at national level, for the
purpose of bringing this technology to all
members of society. The company is also
taking part in a range of EU programmes
for the purpose of providing Europe with
transport corridors that make it possible
for road transport using trucks that run on
liquefied natural gas.

Natural gas in vehicles, both compressed
and liquid, is seen as an efficient
alternative to sustainable mobility as it
combines major environmental benefits
(by reducing emissions and lower
acoustic contamination) and economic
benefits, as it is the sole alternative to
those derived from oil in all kinds of
transport.

We can also highlight the actions
targeted at driving the use of natural gas
as a fuel at different port areas of Spain.

In addition to extending the supply
network, the company pays special
attention to improving energy and
economic efficiency of the service
stations, to make them more sustainable.

In the rail sector, Gas Natural Fenosa
is working on an initiative to introduce
the first railway traction pilot test with
liquefied natural gas (LNG) in Europe.
The main objective will be to analyse the
feasibility of adapting railway vehicles
to work with LNG engines and tanks
and the corresponding technical, legal,
economic and environmental analysis
for the deployment of the Spanish and
European railway network.

P Heat recovery in the industrial sector has been the object of different
developments during 2017 and this will continue to be the case.



LNG and CNG fleets and service stations
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2017 2016 2015

Vehicles of public stations 3,030 2,070 1,352

Public service stations 30 27 25

Private service stations 20 17 18
LNG and CNG sales at service stations (GWh)

2017 2016 2015

626 605 678

D

Energy efficiency and mobility projects

Energy efficiency projects

PIDIM Smart Platform for the Sizing and Design of Multigeneration
Facilities (2017-2019).

This project has the purpose of designing, developing and introducing a
smart platform for the sizing and design of facilities for the distributed
generation of heating and cooling electricity. The computer program
will operate in the cloud, receiving data such as customer consumption
(building or set of buildings).

This initiative promotes energy rehabilitation of existing buildings in the
tertiary sector with significant energy consumption, such as hotels,
offices, schools, sports complexes and business premises, by enabling
the simple and flexible design of electricity multi-generation, heating
and cooling facilities that include high-efficiency innovative technologies
and/or provide major contribution of renewable energies supported by
heat and electricity storage systems.

PIDIM will also allow to characterise the energy demand of these
buildings. The characterisation of the said demand allows to calculate
the baseline consumption of the building and to forecast savings.

Buildings that use virtually no energy (2016-2020).

Within the European Directive on energy in buildings, and for the
purpose of offering better possible options to our customers, we are
characterising innovative solutions for the energy rehabilitation of

buildings. The objective is for the rehabilitations to minimise energy
demand and maximise the contribution of renewable and residual
energies.

In 2017 we have analysed passive technologies, new insulation
materials and new construction techniques that make it worthwhile to
focus efforts on the preservation of energy. In 2018 we will define pilot
test projects of those solutions or components considered to be most
in line with the business goals.

REUSEHEAT (2017-2021).

This project is framed within the lines of reducing conventional energy
demanded by buildings through the use of residual heat. REUSEHEAT,
which is supported by the EU H2020 programme, seeks to develop
and to demonstrate heat recovery technologies in urban environments.
Gas Natural Fenosa is spearheading the heat upgrade and recovery
sub-project of the refrigerators of La Paz University Hospital Complex
and the injection of this heat into the district network, reducing
consumption of natural gas and improving the seasonal performance of
heat production.

The project was launched in 2017 and we monitored the residual heat
available, as the essential basis for identifying the most appropriate
upgrade technology and sizing of the facilities.
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> ) Energy efficiency and mobility projects (continuation)

Energy efficiency projects (continuation)

Dual heat pump (2017-2018).

As a result of the agreement with EPRI (Electric Power Research
Institute), we are developing a series of operation control models

that enable dual heat pumps (natural gas/electricity) to compete with
machines that run only on electricity. The appropriate exploitation of the
twin energy source benefit enables us to reduce operational costs, CO,
equivalent emissions as well as active management of the electricity
demand in the grid.

The commercial equipment with which to perform the tests was chosen
in 2017, along with the laboratory where the tests will take place, and
we have also developed the control strategies (minimum cost, minimum
CO,), as well as the control architecture.

Mobility projects

HYGEN (2014-2018).

The company has sealed a deal with the technology company HYGEN
to install and test 5 small-scale natural gas compression machines,
suitable for the residential sector and small fleets. The difference with
regard to the commercial equipment is the storage capacity of the new
GAS DROID, which enables vehicles to be charged quickly and its lower
consumption of energy due to the compression technology based on a
hydraulic pump. HYGEN can cover a market niche which hitherto did not
have an appropriate supply for the use of CNG.

In 2017 we signed the agreement with the technology company for
the encapsulating system for outside installation and preparation of
the documentation required to apply for the permit for the first pilot
installation.

COFAST (2014-2018).

This is a European project for the purpose of development and launch
onto the market of a new comprehensive and standardised solution of
rapid charging stations for electric vehicles. The electricity that will be
supplied to vehicles in these new stations will come from a small-scale
cogeneration system fed on natural gas. Given that at the same time as
electricity is produced to supply vehicles, heat energy is also obtained,
the COFAST charging stations will be installed at sites where there is

a consumer, such as shopping centres or hotels, where the surplus
electricity and heat generated can be used.

Gas Natural Fenosa is introducing the first pilot test in Matard, in the
metropolitan area of Barcelona.

HE-GNV (2017-2018).

HE-GNV is the hybridisation of refuelling stations for vehicles that run
on gas, with fast electricity charging, to optimise the use of existing
infrastructures and reduce operational costs, in particular the power.

In 2017 the CTM station (Madrid) was identified as the VNG station
where the hybridisation pilot would take place. We have performed
the design, obtained the authorisations, invited bids and awarded the
contract. The hybrid station will come into operation in the first quarter
of 2018. At that time the development stage of the electricity demand
management strategies will commence.




> Energy efficiency and mobility projects

(continuation)

Mobility projects (continuation)

Sustainable Logistics Train

(SLT) (2017-2018).

The aim of the project is to provide

a feasible and cheap solution for
sustainable management of the so-
called “last mile” logistics, where the
dissemination of services for customers
is frequently required in areas where
access is restricted to traffic, such as the
old historic city centres or pedestrian
areas.

The solution under development involves
a new vehicle comprising a tractor

head, which will be an extended range
hybrid vehicle running on CNG, trailers
with batteries and solar panels, and an
electrical and mechanical connection
between the foregoing designed in a way
that enables a 90° turn between trailers,
and a control system for each trailer. The
trailers and the electrical batteries of the tractor head will be charged
in movement from the CNG support kit, which will enable virtually
continuous operation. Moreover, the trailers will be able to be
separated from the motor part to enable the container to be parked
while the rest of the vehicle can be used for another service.

LNG railway mobility projects

Railway mobility with LNG (2014-2018).

In 2017 the pilot test with an LNG engine fitted to a self-propelled
train of the diesel fleet of Feve (2600) took place over a stretch of 20
km between Trubia station and Baifa station in Asturias. In line with
this initiative we have launched a second project for trains of the
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These vehicles will have a charging capacity equal to or greater

than a small van or light truck, and will simultaneously represent a
sustainable solution and be friendly with both the environment as well
as areas of heritage protection.

1600 series, a project that has been selected as part of the CEF 2016
(Connecting Europe Facility), targeted at favouring investments in
innovative projects that reduce the environmental impact of transport
systems in the European railway corridors considered a priority.
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Automation and management of information

The area of automation and information management is a cross-sectional area that aims to bring together projects already being developed

in the company to gain synergies and enhance results.

> ) Automation and management of information action lines

Energy control.

Development of solutions that enable control of energy to guarantee
the correct balances of energy throughout the gas and electricity
network. The aims of this line include improving the detection of fraud,
lowering the cost of this detection and transferring the best results
among the different pilot schemes.

Work assisted with robots and drones.

The main objective of this line involves use of automatic solutions to
perform certain operations, mainly heavy, repetitive and hazardous
ones, autonomously to facilitate the tasks of Gas Natural Fenosa
employees.

The key areas for implementation of the solutions are:

> Generation: speed up the tasks of review and risk prevention at
facilities.

> Grids: analysis of defectology and forecast of the useful life of
infrastructures.

e Commercialisation: assistance to operators, automation of
processes.

e Communication: dissemination tools to expand knowledge within
the company.

Complementary services of the system and the role of
renewable generation.

Analysis of the role of renewable generation in the market of
complementary services.

Wind farm monitoring architecture.
Design of the monitoring architecture and development of the model to
lengthen the useful life at wind farms.

Virtual reality / Augmented reality and BIM.

This line seeks the cross-sectional involvement of the whole company
in the evaluation of the application of VR/AR and BIM technologies in
the sphere of activity, taking into account that these technologies are in
constant evolution.

This line focuses on two objectives:

> Assessment of the applicability of VR/AR technologies to optimise
tasks or reduce personnel risks.

> Assessment of the applicability of BIM technology in the life-cycle of
asset management (from design through to O&M).

> ) Projects for the digitalisation of gas networks

Energy Harvesting UP4 (2017-2018).

Tests the concept at laboratory level of a device based on a sheet of
piezoelectric material to generate small amounts of electricity. The
device is put into a gas tube and energy is produced through the flow
interaction structure. The aim is to capture energy to feed sensors that
will be installed in the gas network.

To date, the design of the test facility has been carried out, the
necessary materials have been acquired and the measurement and
control software application has been developed.




> Projects for the digitalisation
of electricity grids

Optimum flight (2017-2018).

Pilotless flight with LIDAR technology to identify optimum flight characteristics to obtain
information from the electricity grid in order to measure the distances of the same from
things like vegetation or highways.

> Work projects assisted with
robots and drones

Pepper(2016-2017).

Development of communication tools that enable interaction with the robot.
The project initially began as a demo tool for different functions of innovahub
Madrid but in subsequent stages its use has been extended to corporate events
and open days where the main purpose has been to allow the robot to act as a
channel of dissemination of the innovation activity at Gas Natural Fenosa.

Customer service bot (2017).

Creation of bot of the company’s online channel. With this logical robot,
customers are accompanied and informed about two specific processes,
change of ownership and the change of commercialisation company.

> ) Energy control projects

Gas energy control in Argentina (2017-2018).

Development of a gas consumption forecast model for domestic customers

of Gas Natural Fenosa in Argentina that helps to relate the information on

the consumption volumes that customers expect and the reality of such
consumption. To this end different mathematical models have been used,
unassembled (classification trees and neural networks) and assembled models
(bagging, boosting, random forest and GBM).

Energy control of MV/HV Spain (2017).

This is a characterisation tool of the MV/HV electricity grid in Spain, as well

as an electricity consumption forecast model. The project has employed
technigues such as machine learning, graph analysis, data discovery as well as
the enrichment of data using external sources that enable us to complement
the information from the businesses.

Energy control at VNG stations Brazil (2017).

Development of a predictive model at the vehicular natural gas stations in Brazil,
which provides full control over the energy supplied and the energy consumed.
The following types of models have been used for this: Logistics, neural
networks, random forest.
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Complementary services

D projects of the system
and the role of renewable
generation

Sibila (2016-2018).

The aim of the project is to encourage renewable energies
by providing generation companies and managers and

the electricity system itself with control and management
tools that enable electricity power stations based on
renewable energies to participate in the markets under
optimum conditions.

A multi-technology AGC (Automatic Generation Control)
system will be developed during the project which will
include both conventional technologies for electricity
production as well as renewable technologies, and

a predictive system that helps take decisions at the
generation plants with regard to the optimum strategy of
their participation in the electricity markets.
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> ) Virtual reality and augmented reality projects

Application of VR to training at Gas Natural Fenosa.
Sensory immersion into a virtual world, based on real or otherwise

environments, that have been artificially generated and which can be

perceived thanks to virtual reality goggles and their accessories.

pump.

One of the uses is the training of qualified personnel by making the

student interact in a virtual environment created for training in a

hazardous task or handling without the inconvenience of training in a

real environment.

Using virtual reality to create a simulator targeted at the training
operators in three use cases, each one belonging to a business:

> Use case 1. Gas distribution: Unloading operation with and without

> Use case 2. Electricity distribution: Replacing a fuse on a support.

> Use case 3. Shared services: Changing a gas meter.

Innovation
Planning

During 2017 we introduced a new
innovation planning model, which
involves an innovation management
system the development of which has
already started. This system incorporates
the policies, methodologies, processes
and tools required to carry out the
innovation activity at the group, in an
approach that seeks to fully digitalise this
activity. Progress is being made towards
a highly flexible methodology that is

able to incorporate best practices and to
update these as appropriate.

Technology support and
transfer

The technology support and transfer

aims to provide support to the group'’s
businesses in the optimisation of their
exploitation, by incorporating new
technology and technological knowledge.
In this regard, it is essential to be aware
of business needs, in particular those that

require going beyond the usual channels
with manufacturers and suppliers.

It is also key to actively seek and be
aware of the technological supply and
the possibilities that the innovative
environment can offer the company.

In the field of business needs, in

2017 a process commenced for the
compilation, updating and reassessment
of the relevant transfer and support
challenges for Gas Natural Fenosa's
business units.

As regards the search for solutions to
the challenges and needs identified, we
can highlight the ongoing collaboration
with technological enterprises and
institutions, including those that

target their activity at the collaborative
development and demonstration of
technology. Of particular importance
among these enterprises is the EPRI
(Electric Power Research Institute) in
the sphere of generation, transport,
distribution and use of electricity; GTI
(Gas Technology Institute) in the field of
using natural gas in new or improved
business equipment and models;

and AGA (American Gas Association)

in all areas of transport, storage and

distribution of natural gas. In more general
spheres of knowledge, we can also

make reference to the IEEE (Institute

of Electrical and Electronics Engineers)
and the MIT (Massachusetts Institute of
Technology).

Both areas are integrated through support
activities that cross-reference needs

and possibilities, and through transfer
activities to obtain the appropriate
expertise and incorporate the most up-
to-date technology. These activities require
ad hoc groups to evaluate technologies,
obtain the desired results in each case

(in partnership with the original source

of the knowledge or technology) and
apply them to the group'’s assets. During
2017 the technology transfer and support
efforts were assisted by 43 groups,
among which we can highlight the
following:

> Plastic materials committee, which
studies the use of polymers in
the gas distribution networks and
the technologies and methods
for construction, operation and
maintenance of the resulting
infrastructures.
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> Occupational Health and Safety

Committee, which performs a wide
range of activities in the sphere of
health, safety and hygiene of workers
in the gas sector activities, not only
from the viewpoint of exchanging best
practices or the valuation of standards,
techniques and technologies, but also
collecting and analysing statistics, etc.

Steam turbine generators plus auxiliary
systems programme, to optimise
exploitation of the foregoing systems
and our combined-cycle power stations,
in both Spain and Mexico.

Wind generation programme, to
optimise exploitation of the wind
turbines and wind farms.

Exchange of best practices programme
in the exploitation of gas networks.

Cybersecurity and privacy programme,
used to find out the evolution of
standards, protocols, software and
communications systems and support
to the validation of protection in service
for the group's assets, communications
and systems versus international best
practices.

Programme on development of gas
utilisation technology, to develop
projects to improve existing domestic
gas devices or the development

and validation of new equipment, to
stimulate greater and more efficient
use of natural gas.

> Chemical evaluation project of the
cycle at the Norte-Durango
combined-cycle power station.

Technology Watch and
Observatory

Technology watch represents a major
component as a source of information
for the company, to facilitate decision-
making in the management of
technologies identified as key and to
form a basis of self-knowledge for the
organisation.

The watch activities enable us to
anticipate changes, appropriately
assess the importance of new
technologies and integrate them
into the business in a fluid way,
optimising means and resources.
In summary, it enables a company
that uses technology intensely to
consolidate and facilitate growth of
competitiveness.

At Gas Natural Fenosa, it is achieved
through the activity deployed by

the Technology Observatory that
represents the tool to articulate,
coordinate and develop all these
actions. Around this, a network

of innovation has been created,
comprising different groups called
specific Technological Observatories,
featuring participation by experts
from the company's different units,
and turning these into authentic think
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tanks of their respective spheres,
targeted at technological innovation at
Gas Natural Fenosa. The participation
by these experts, numbering some
160 persons, enables the company
to get involved in innovation from

the very outset and to strengthen

the mechanisms of development

and deployment of innovation within
the group. Active participation in
innovation prepares staff members to
adopt new technologies naturally in
the different businesses.

They are set up as groups with a
particular collaborative nature in
which participation of all of the
company’s units involved in each of
the technological areas is encouraged.
The participation of business units
and cross-sectional support units
encourages the analysis of technology
with a wide spectrum, ranging from
aspects that are purely technical to
those of commercial, regulatory,
social or market nature that have an
influence on the deployment and
adoption of the same.

The specific technological
observatories deal both with the
priority lines of innovation as well as
the remaining technologies related to
Gas Natural Fenosa's activity, following
the guidelines of the Innovation Plan:

The area of automation and information management is a cross-sectional area
that aims to bring together projects already being developed in the company
to gain synergies and enhance results.
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SpecificTechnology Observatories
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During 2017, the activity of these groups
has been rolled out, gradually increasing
their activities and contributions of
value, from analysis of trends and
market dynamics in the technological
environment and the analysis of how
the competition are performing, which
represent the basis for the creation

of technological road maps in each

area. These road maps, which will be
updated regularly, enable innovation
activities to be focused in line with the
interest of the different businesses,
marking the efforts in each area
pursuant to the targets set.

These groups participate in forums and
associations related to their themes,
establish ongoing dialogue with benchmark
technologists from their area, have an
intelligent information search system and
receive occasional expert advice.

We should also highlight the issue of

a regular newsletter, prepared by each
different Observatory, targeted at senior
management. This newsletter summarises

key trends and the way in which they evolve,

as well as their impact on applicability to the
company and the opinion of the company
experts involved.

In addition, the Technology Observatory
analyses new technologies through
technological Business Case,
coordinating data mining studies
focused on the state-of-the-art of

each technology, in accordance with
the activities of the different Specific
Technology Observatories, and serves
to support and coordinate this entire
monitoring system.



Encouraging
Innovation

The company maintains an open and
innovative attitude to observe and identify
opportunities and trends, be aware of

the status and progress of new business
models and services, so we can find

new ideas to meet market and customer
demand.

During 2017, Gas Natural Fenosa

has promoted various initiatives that
encourage entrepreneurship and the
development of innovative projects.
The momentum of open innovation has
favoured collaboration with start-ups,
universities, research organisations,
entrepreneurs and public administrations,
for the purpose of speeding up the
development of new products and
services considered to be of interest to
the company.

Intrapreneurship

The company is aware of the importance
of developing intrapreneurship
programmes within the company, which
has led it to introduce and to strengthen
this model, to make the most of internal
talent. The aim of intrapreneurship is to
seek new business models, of services
and creation of value, as well as to
improve the competitive capability through
ideas that arise within the company.

Throughout 2017 we developed the
EmprendE programme as a channel
to favour entrepreneurship among
employees. The success of this
programme lies both in the excellent
disposition and proactiveness of
participants as well as the support and
clear involvement of the company’s
decision-taking bodies.

Key among the advantages that these
programmes offer are:

> More growth: given that validated
value proposals are discovered that
can be transformed into businesses
or learning to explore new
businesses through a successful
process that covers all of the stages
prior to the launch of a pilot test,
from the generation of ideas through
to the rapid prototyping of business
models.

> Facilitate the development
of professionals, given that it
helps towards the development
of entrepreneurial leadership,
understood as the capability
to transform ideas into reality
by making participants the
entrepreneurs of their projects.
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innovaHub

i

Learn and put into practice flexible
innovation methodologies.

Promote the culture of innovation

in a global way aligned with the
company'’s strategy, as responsibility
that is shared by all employees,
facing up to global and strategic
challenges.

Promote the development,
networking and teamwork among
employees, their visibility and
internal/external positioning by
creating collaboration spaces
between multidisciplinary and
international teams at different times
during the programme.
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> Intrapreneurship
programmes

EmprendE programme.

During 2017 we finalised the first corporate
intrapreneurship programme, in which
employees, through the creation of cross-
cutting teams and different methodologies,
have worked from the generation of ideas
through to the development of different
projects aligned with the company'’s strategic
targets.

In this edition, the main subject matters
dealt with in pilot tests are: Distributed and
Renewable Generation, Social Commitment,
Energy Efficiency, Sustainable Mobility and
Robotics and Automation.

Our Energy Awards.

Our Energy Awards keep playing a major
role, as they represent acknowledgement

of the best ideas that can be applied to the
company's activities and businesses. Around
600 ideas have been submitted during the
six editions.

Open innovation

Open innovation is a new model of
relations of companies with external
players such as universities, start-ups,
research centres and entrepreneurs, to
promote collaboration and the exchange
of ideas.

The company is introducing a sweeping
change, increasing its resources in all
areas of innovation and, in particular,
making a commitment towards the
open innovation strategy with a range of
initiatives for the purpose of continuing
to make progress in this direction,
making the walls of the company ever

m
Entrega de
Premios 2017

Barcelona, 15 de diclembre de 2017

more permeable so that our products
and services contribute greater value-
added, and positioning our customers
as the source and focal point of
innovation.

Programmes of collaboration
with the entrepreneurship
ecosystem and open innovation

In 2017, Gas Natural Fenosa has
launched a range of programmes for
the purpose of identifying, promoting
and speeding up the development of
new products and services that resolve
the company'’s future needs and help it
respond to sector challenges.

VI Edicion Premios
Nuestra Energia

In the development of these programmes
we have been assisted by market
experts and advisers from all areas of
the company.

These programmes have given the
company the advantage of being able to
have cutting-edge solutions that stand
us apart from our competitors, whilst
ensuring that its businesses are more
efficient, reducing the time to market of
new products and services.
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> ) Programmes (Accelerator/Corporate Incubator)

Foment Up.

The vertical acceleration program, Foment Up, in which Gas Natural
Fenosa, together with Foment del Treball, has launched the Energy &
Data challenge, the main aim of which is to assist innovative start-ups
in the Big Data and loT sector, to contribute to the evolution both of
business projects as well as the development of technologies in which
the company works.

Through an advanced programme of training and mentoring of the
entrepreneur team, the assignment of spaces for the development of
their activity during the programme and the possibility of performing a
pilot test of their technology, we have attempted to optimise and perfect
the project for the market.

A pilot test is currently being developed to improve, through machine
learning techniques, the service that we provide to our residential gas
customers.

CleanTech Camp.

This is a start-up acceleration programme launched in tandem with
Innoenergy, a European company that promotes the integration of areas
of education, business and entrepreneurship as a channel to strengthen
the culture of innovation in the field of sustainable energy. This initiative
supports entrepreneurship in the field of clean energies for the purpose
of transforming projects into business realities. During 2017 we selected
14 start-ups with initiatives related to energy efficiency, smart cities,
renewable energy, sustainable mobility, smart grids and loT energy.

Customers
Innovator.'s Start-ups
community
Comprehend Look out
»
&
gasNatural
fenosa
Other companies/ Suppliers and
rivals Collaborate partners

B ——

Universities,
research centers
and experts
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iInnovaHubs

Gas Natural Fenosa has created two open innovation spaces targeted at strengthening the company'’s relationship with the remaining

innovation and entrepreneurship ecosystem.

> ) Co-creation space

innovaHubs Barcelona and Madrid.

innovaHubs are innovation spaces created to encourage open innovation
at the company through the opening and traction of the technological
and digital ecosystem. With these, the company is seeking to identify
new solutions and business models that provide the company with a
competitive advantage and place it in a position of leadership.

innovaHub Barcelona (innovaHub@bcn) is the meeting point with

players from the digital and technological ecosystem that are having an
impact on the energy sector. It is the ideal place to find out the latest
technological trends from experts, to connect with entrepreneurs,
innovators and academics involved with the ecosystem of Barcelona and
of the world, and co-creating solutions that redefine the energy sector’s
future.

innovaHub@bcn can be found at PierO1 of Barcelona Tech City, the
cluster of digital businesses. Here it operates alongside leading
technological companies in their sector, investment funds, start-ups
and other corporate spaces. It is without doubt a key location to enable
Gas Natural Fenosa to strengthen its position in within the innovation
ecosystem and achieve synergies with other players.

As part of innovaHub@bcn, we have defined a full programme of
monthly activities targeted at attracting and capitalising on the
opportunities offered by the ecosystem, fundamentally start-ups.

The main activities that are being developed focus on the latest
digital and technological trends, and on how these have an impact on
the energy sector. Every month, a technology of interest is chosen
and a Tech Breakfast is organised, where experts and successful
entrepreneurs from the energy and digital sector can share their
experience in a pleasant setting.

Other activities worth highlighting are the Experience Day, practical

sessions with a specialist in the subject matter selected to experience,
and also dynamic meetings with experts in Design Thinking called Start-
up Meetings, where the most innovative start-ups and professionals
from Gas Natural Fenosa explore the challenges of the energy sector to
co-create solutions.

innovaHub Madrid

At the end of 2017 we finalised the creation of the innovaHub Madrid
space (innovaHub@mad) where, as with innovaHub@bcn, we plan to
carry out revitalising and innovative activities related to the start-up

ecosystem, etc.

Value offer of innovaHub

We offer a network

of discovery on
®) the latest digital

innovation trends of

the energy sector and
similar sectors

%

Discover Co-create

We provide a space
for working and
connecting with
the main players

of the digital and
technological
ecosystem

e

Connect

We provide the
network of energy
experts that support
entrepreneurs in

the development of
projects that have an
impact of the energy
sector
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Sponsorship and participation in open innovation initiatives

In addition to the spaces created in open innovation, the company complements the search for start-ups through other activities such
as meetings and events to gain first-hand knowledge of start-ups and entrepreneurs, as these help the company to identify trends and

collaborators that can be of interest and usefulness in its businesses.

> ) Sponsorship and open innovation initiatives

South Summit and South Summit Pacific
Alliance.

This is the largest entrepreneurship

meeting in southern Europe and Latin
America, held in Madrid. Over the last two
years, Gas Natural Fenosa has participated

as innovation partner, presenting its initiatives
related to entrepreneurship and its open
innovation model, and building close relationships
with start-ups and entrepreneurs as a source of
solutions to technological challenges.

South Summit Pacific Alliance

In 2017, the very first South Summit Pacific
Alliance took place, targeted at the entrepreneurial
world of Colombia, Chile, Peru and Mexico.

At this event, held in Bogotd, Gas Natural
Fenosa, as Global Partner, has actively taken
part on many forums, identifying start-ups that
develop interesting products or services for its
businesses.

MIT Innovators Under 35 Summit Europe

(Massachusetts Institute of Technology) and

MIT [u35 LatAm.

This event brings together at innovaHub Barcelona the most brilliant
minds in Europe, winning awards from the MIT Technology Review.

Summit Europe is an annual gathering of the European community

of innovators under 35, a space created for reflection, debate and the
exchange of ideas and knowledge concerning the most important
problems that affect Europe, to find solutions based on innovation and
technology.

During this year’s event, the Spanish 10 Top Talents submitted their
projects to be analysed by experts from the innovation community
of MIT Technology Review as well as exploring some of the most
important challenges and technological trends in areas of energy,
health and finance.

This summit, supported by Gas Natural Fenosa for the second
consecutive year, provides first-hand knowledge of trends and fields in
which these innovators are working.

In addition, Gas Natural Fenosa laid down a challenge for these young
innovators, targeted at improving air quality in the cities through
mobility solutions, and obtained some interesting ideas and different
points of view on how to address this problem.

In 2017, the company was Global Partner at the MIT 1u35 LatAm, held
at the end of November in Mexico City. This event, as with the MIT
|u35 in Barcelona, brought together the key innovators of the LatAm
area, where Gas Natural Fenosa has had the opportunity to meet
them, see the projects they are developing and explore areas of future
collaboration.
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of the simulation tools of the laboratories
that are not physically located at the
innovaHub of Madrid, such as, currently,
the Self-consumption Laboratory and the
Cooling and Heating Solutions Laboratory.

innovahub Madrid also has three
experimentation spaces:

Technology
Centre

> Autolab is a robotics, sensor system and
loT laboratory. The core activity of this
laboratory involves the development of
quick hardware and software solutions
as support to projects in the Automation
and Data Management line. Furthermore,
this is made available to any part of the
company as an area for development of
these scopes. The laboratory commenced

In its vocation to create a collaboration
network between innovation centres of
Gas Natural Fenosa and agents of the
technology ecosystem, the Technology
Centre has commenced a project to provide
innovation resources to the innovaHub of

The mission of the Technology Centre is

to serve as an initiator and facilitator of
innovation at Gas Natural Fenosa and it has
three core objectives:

> The creation and management of

environments for meeting with the
technological ecosystem.

> The introduction and exploitation of
resources for technological development,
through experimentation and pilot
schemes for technological solutions.

> Demonstration of the company's
innovation activity.

its activity in November 2017.

Smart Home Living Lab (SHolLL) is a
pilot and demo area for Smart Home
technology. The aim of this environment
is, on the one hand, to have a resource
for quick pilot tests without the need

to compromise the relationship with
the customer; in addition, its status as
a laboratory enables work to be carried

Barcelona and to the CAMPUS Puente
Nuevo. This project encompasses
audiovisual tools, such as the Immersive
Cube, and communications, such as the
implementation of the Activu management
tool, which will allow communication
between the different innovaHubs and the
hosting of multi-site innovation events.
This enables us to contribute towards the
conception of innovaHub as a virtual space

out in a controlled environment, and for innovation.
this therefore allows more intensive
experimentation than in an actual facility.
Moreover, the SHolL represents an
opportunity to demonstrate the solutions
of residential customers of interest to

Gas Natural Fenosa.

The activity of the Technology Centre falls
within the framework of open innovation
where work is promoted in partnership
with the technological ecosystem made up
of the businesses of Gas Natural Fenosa
and developers of technology similar to

its activity: innovation centres, start-ups,
university, technology centres and industrial > The Operation and Simulation Centre
partners. In this regard, the fundamental (O&SC) is a space that emulates one
purpose of the Technology Centre is the of the company'’s control centres. In
creation of a collaboration network between reality, this resource is a showcase
innovation and technology centres of of the communications and systems

Gas Natural Fenosa and its benchmark infrastructure that has been developed
ecosystem. at the Technology Centre. In this project,
we have developed a communications
network that is isolated from the
corporate network and which is equipped
with systems architecture that enable the
integration of those pilot schemes that do
not require the robustness and security
that would guarantee their integration
into the corporate network and which,
however, require a flexible and open
approach to the participation of third
parties. Through this infrastructure, the
Operation and Simulation Centre is also

a demo setting for innovation projects
that can benefit from this approach. In
addition, it facilitates the integration of
the monitoring and control systems and

In September 2017, the Technology Centre
also introduced the Cooling and Heating
Solutions Laboratory service (LASOL). This
laboratory has been created in partnership
with the Catalonia Institute for Energy
Research (IREC), thus creating a framework
of long-term collaboration with a technology
centre that is a benchmark for Gas Natural
Fenosa. The objective of LASOL is the
piloting of new air conditioning and industrial
cooling solutions. Of particular relevance
are those pilot schemes of devices that
hybrid sources of renewable energy with
natural gas, showcasing the support that
gas provides to non-manageable renewable
energies, and thus facilitating integration

of distributed renewable energies. At this
laboratory, pilot schemes such as DIPCA or
Solar Cooling have been developed, which
are carried out in the sections corresponding
to Smart Client and Energy Efficiency.

In 2017 the Technology Centre developed
the innovaHub Madrid project, creating

a new innovation space at the head office
of Gas Natural Fenosa at Avenida de San
Luis. This space features a new meeting
zone prepared to take on the different
revitalising activities performed through
Encourage Innovation as mentioned
previously. Elsewhere, in 2017 we have continued with
the Self-consumption Laboratory (LAC),
which came into service in 2016, with a pilot
scheme for commercial solutions of self-
consumption with batteries for residential
customers. In 2017, the following activities
were completed:

Moreover, there are areas available for
informal meetings placed at the disposal
of the company for unrestricted, open and
organised use.



> Technical assessment of the Square solution >
of Ampere Energy and the Powerwall
solution of Tesla.

> Development of an optimal battery
management simulator at the end customer
(Optimal Battery Management — OBAMA).

> Development of a tool for the stochastic D

generation of temporary high granularity
profiles for residential customers (GenPer).

Technology Centre

Support to business innovation projects

Development of a methodology for

the cost/benefit analysis of self-
consumption solutions. The application

of this methodology to laboratory tests
for evaluation of the most promising >
scenarios, based on the opinion of the
simulations previously carried out.

Battery feasibility study in cases of
use for the industrial and tertiary
end customer in Spain, Portugal and
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Ireland, as support to the businesses
with interest in the design of energy
solutions.

Integration of the energy manager
developed in the IREMS project, of Smart
Client, with commercial solutions of SMA
and Schneider Electric.

innovaHub@MAD
0&SC
\
Gas "
Mobility SEDA CEH CESOM LINTER
renewables
Technology development environments
innovaHub@MAD
AutoLab e O&SC e Living Lab
\
Cooling and
Self-consumption Renewable Smart Gas Heating
Laboratory hybridisation Lab Solutions
Laboratory
Network of R&D&l Centres
Technology Centre
\
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Energy for
industries and factories

Salto de Bolarque, one of the first hydraulic power
plants, was inaugurated in 1910. It was key in
supplying energy to Madrid's industries which, hitherto,
had been catered to through small gas and coal
factories with the capacity to supply energy

to small nuclei close by.

years full of history
and energy
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Good governance for efficient
and transparent management

[102-18]

Governance at Gas Natural Fenosa is
based on the principles of efficacy and
transparency established in accordance
with the main existing recommendations
and standards on the world stage. Good
governance fosters these principles in
decision-taking, contributing towards
profitability and the sustainable growth of
the company.

Through the Board of Directors, we
perform a key good governance action,
which is the yearly analysis and approval
of the company’s risk profile. This includes

ethical, social and environmental issues
in the planning of the company’s activities
and which together with the search for
profitability, guarantees responsible
projects and operations with the
capability to generate long-term value.

Internal control is another fundamental
pillar in the good governance model of
the company. To this end, the company
frequently reviews its internal audit
and compliance procedures and uses
its internal regulations to set out those
practices that should lead to greater

knowledge of the company’s way of
working. Similarly, through the reports
issued, the supreme governing body
periodically assesses the quality and
efficacy in procedures.

The success of the business culture of
good governance, fulfilment and a focus
on preventing risks is best reflected in the
Gas Natural Fenosa's 175-year history of
sustained growth.
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Wholesale

Energy Business
Manuel
Fernandez Alvarez
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Jordi GarciaTabernero
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Energy Planning
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Carlos Ayuso Salinas

Strategy and Development
Antonio BasolasTena

People and Resources
Rosa Maria Sanz Garcia

Latin America
Sergio

Aranda Moreno
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Chile
Antonio
Gallart Gabas

* On the 6™ February 2018, the Gas Natural Fenosa's Board of Directors named Mr Franciso Reynés Massanet as its executive chairman, having renounced Mr Rafael Villaseca Marco to
its position as chief executive officer of the company.
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> ) Value actions

Proposed actions 2017 Planned actions 2018

Collaboration with Spanish issuers for amendment of the Annual
Corporate Governance Report and amendment of the Report on <+
Remuneration of Members of the Board of Directors.

Follow-up of new items in issues of corporate governance
and the company's proposal to adapt to these.

Updating the acceptance policies at certain subsidiaries and business
segments in order to adapt them to new business lines and to the credit <+
behaviour of the portfolio.

Level of fulfilment: + Finalised. + Major progress. Intermediate progress. + Little progress. + Not started.
Good governance, n During 2016, as a result of a change to the > Report on performance of the Audit
constant evolution shareholding body, Articles 5, 10, 30 and 32 Committee.

of the Board Regulations were amended.
[102-12]

> Report on performance of the

The governing bodies of Gas Natural The company'’s corporate governance Appointments and Remuneration
Fenosa determine their operation practices are reported at the General Committee.
following the recommendations of good Meeting of Shareholders and are described
governance of listed companies, and new in detail in a variety of annual reports: > Annual Report on Remuneration of
laws in this field. Members of the Board of Directors.

> Annual Corporate Governance Report.
In 2015, we performed different actions > Integrated Annual Report.
to adapt to the changes introduced in the > Report on performance of the Board of
Corporate Enterprises Act and to the new Directors. > Corporate Responsibility Report.
items of the Good Governance Code of
Listed Companies. > Report on performance of the Executive

Committee.

! In 2015, we performed different actions to adapt to the changes introduced in
| the Corporate Enterprises Act and to the new items of the Good Governance
Code of Listed Companies.



Governing structure of Gas Natural Fenosa

General Meeting of Shareholders

A4

Board of Directors >

Management Committee

Functions and composition of the Board of Directors

[102-18], [102-22], [102-23], [102-26] and [102-32]
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Delegated Committee

Executive Committee

Research and Proposals Committee

Appointments and Remuneration Committee
Audit Committee

Risk prevention management and consideration of aspects tied to corporate social responsibility rank very highly on the Board of Directors’
activity, and the Board is responsible for approving the corporate governance and corporate responsibility policies. Every year, through the
compilation of the respective reports, it reviews and approves the information on risks and opportunities in these areas.

> ) Responsibilities of the Board of Directors

Strategic orientation and financial objectives.

Determining the company'’s strategic orientation and financial objectives
and agreeing, at the proposal of top-tier management, the appropriate
measures for their achievement, where the fulfilment of the said
activities is subject to its control.

Strategy compliance, objectives and social respect.

Supervising and verifying that the members of top-tier management
comply with the strategy and meet the targets set, and observe the
corporate purpose and interest, besides guaranteeing the interests of
the minority shareholders. It therefore establishes as many supervision
systems as required.

Company'’s viability and competitiveness.

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

Approval of the Code of Conduct.

Approving the company's codes of conduct as well as developing the
faculties set out in the Organisation and Operation Regulations of the
Board of Directors and of its Committees.

Efficiency of ESG risk management processes.

Every year, to examine, debate and approve the documents that
reflect the economic, environmental and social issues processes, such
as: the Annual Corporate Governance Report, Annual Accounts and
the Management Report (both individual and consolidated) and the
Corporate Responsibility Report.

Aspects tied to corporate social responsibility.

Approving the corporate governance and corporate responsibility
policies, and lead the effective integration of corporate responsibility
into both the company's strategy and its daily management, thus
achieving a solid culture of corporate responsibility.

Management, representation and control set out in the Articles
of Association.

Performing as many acts of management, representation and control
as required or appropriate to achieve the corporate purpose set out in
the Articles of Association. It shall respond for this obligation to the
General Meeting of Shareholders.
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Composition of the Board of Directors and of the different committees (at 31 December 2017)

Appointments

Executive Audit and Remuneration Type of Seniority
Board of Directors Committee Committee Committee Director on Board
Chairman Mr Isidro Fainé Casas Chairman Progirriig 14/05/2015
F|rst. Deputy Mr Josu Jon Imaz San Miguel Board Member Prop_rletary 21/09/2016
Chairman Director
Secpnd Deputy Mr William Alan Woodburn Board Member Board Member Proprletary 30/09/2016
Chairman Director
Chl.ef Executive Mr Rafael Villaseca Marco Board Member Exepuﬂve 28/01/2005
Officer Director
Board Member Mr Ramén Adell Ramoén Board Member Chairman Inde%?;wed;g: 18/06/2010
Board Member  Mr Enrique Alcantara-Garcia lrazoqui Board Member Progirrlgi(r)x: 27/06/1991
Board Member Mr Xabier Afoveros Trias de Bes Board Member lnde%?:ig: 20/04/2012
Board Member Mr Marcelino Armenter Vidal Board Member Progirrlgff[ro\; 21/09/2016
Board Member Mr Mario Armero Montes Pro[;:)):'rliatg 21/09/2016
Board Member Mr Francisco Belil Creixell Board Member Chairman Indep[))(?:edcetg‘; 14/05/2015
Board Member Mrs Benita Maria Ferrero-Waldner Board Member Inde%ei:edcigt 14/05/2015
Board Member  Mr Alejandro Garcia-Bragado Dalmau Board Member Progirrlgzg: 21/09/2016
Board Member  Mrs Cristina Garmendia Mendizabal Board Member Board Member Inde%eiredcetg’ﬁ 14/05/2015
Board Member Mrs Helena Herrero Starkie Board Member Inde%?:edcigt 04/05/2016
Board Member Mr Miguel Martinez San Martin Board Member Board Member Progirrl:‘([;at(r;; 14/05/2015
Board Member Mr Rajaram Rao Board Member Board Member Progir;::i(?; 21/09/2016
Board Member  Mr Luis Suérez de Lezo Mantilla Board Member Progirrl:éat?; 26/02/2010
Non-Director Mr Manuel Garcfa Cobaleda Non-Director Non-Director Non-Director N/A 29/10/2010

Secretary

Secretary

Secretary

Secretary
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Breakdown of the Board of Directors in
accordance with the nature of the position (%)

5.9

588

Management.
M Independent.
M Executive.

Quorum of attendance and meetings of the Board of Directors and committees

Appointments

and Remuneration

Board of Directors Executive Committee Audit Committee Committee

Attendance quorum (%) 95.29 100 92.86 100
Number of meetings 15 3 10 5

‘ Risk prevention management and consideration of aspects tied to corporate

social responsibility rank very highly on the Board of Directors’ activity, and the
Board is responsible for approving the corporate governance and corporate
responsibility policies.

i ]
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Assessment and capacitation
of the Board of Directors

[102-28]

Pursuant to the recommendations laid
down in the Good Governance Code of
Listed Companies and the Board's own
regulations, the quality and efficiency of the
Board and of its committees is assessed
every year.

This assessment looks into issues such as
the amendments introduced into corporate
governance standards; the number of
sessions of the different governing bodies;
the agreements and reports issued; the
type of members of the governing bodies;
attendance at meetings; calls to meetings
and the documentation to accompany these
calls; the venue for the meeting and the
agenda.

In 2017 two Board assessments have been
carried out. First, a self-assessment has
taken place and, second, an assessment

by an independent third-party expert.
According to these assessments, the
Board of Directors and its committees
operated as expected during 2017,

fully exercising their powers without
interference and in full observance of both
current legislation and the standards for
the organisation and performance of the
Board's own regulations. Therefore, they
have not led to any major changes in the
internal organisation or with regard to the
procedures applicable to its activities.

Through knowledge update programmes,
and in those cases where such action is
deemed appropriate, the company offers
Board members the opportunity to have
first-hand information about energy topics
and other spheres, by inviting competent
CEOs in each subject to their meetings.

All the corporate information of
Gas Natural Fenosa can be read on
the company website,
www.gasnaturalfenosa.com

The governing body in
economic, environmental
and social affairs

[102-19], [102-20], [102-26], [102-27], [102-29],
[102-30], [102-31] and [102-33]

By virtue of the Board Regulations

of Gas Natural Fenosa and of its
committees, the Board is responsible
for defining the corporate structure, as
well as the structure of delegations and
authorisations.

In light of these terms of reference, the
Board delegates certain powers to the
CEO who in turn grant specific faculties
to different general managers in issues
of an economic, environmental and
social nature. Within their respective
terms of reference, they have supreme
responsibility and the economic,
environmental and social issues are
related to a greater or lesser extent in
all departments.



Because of its specialised nature, the
Economic-Financial Department has
general responsibility over economic
issues and the People and Resources
Department has general responsibility
over environmental and social issues.

The different general managers are
regularly invited to Board meetings in
order to present issues arising within the
scope of their respective competences
in regard to which the Board of Directors
is required to reach an agreement or

to be informed. Consequently, these
economic, environmental and social
issues that affect development of the
company'’s businesses are examined and
debated on the Board.

We should point out that, because the
company adheres to the Code of Good
Tax Practices, the Board of Directors
receives regular information on the tax
policies applied by the company.

The Board of Directors is responsible
for approving reports that analyse

the different kinds of risks for the
company. Through this submission,
the Board analyses the effectiveness
of the processes of managing
economic, environmental and social
risks. Furthermore, any operation or
project submitted to the Board is also
considered from the point of view of the
accompanying risks.

By virtue of the culture of risk prevention
in all the company's operations, due
diligence is performed for each country
at the start of relevant operations. The
Board of Directors is the body that

takes the decision to cease activities in

a specific country, in consideration of a
range of criteria, such as the government
of laws.

Diversity in the process of
appointments and renewal of
Directors

[102-24] and [102-25]

The Board of Directors comprises 17
members, three of which are currently
women. Among Board Members there
is a broad diversity of professional
experience and academic knowledge
(including engineers, lawyers,
economists and university professors).

The company, in its Board Member
selection policy, expressly specifies that
the Appointments and Remuneration
Committee shall ensure that the
screening procedures do not include
any implicit bias that could involve any
discrimination whatsoever.

Without prejudice to the right

to proportional representation
acknowledged in prevailing legislation,
the process for selecting candidates
to be Board Members shall begin with

! The company may employ external consultancy

| services, both for the performance of preliminary
analyses of existing needs as well as for the validation

' oor proposal of Director candidates.
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an initial assessment undertaken by
the Appointments and Remuneration
Committee on the needs of the
company and the skills, expertise and
experience required on the Board.

Any company Director may propose
the candidates they deem appropriate,
providing they satisfy the conditions
set out in the Director selection

policy. However, the Appointments
and Remuneration Committee shall

be responsible for formally submitting
appointment proposals to the Board of
Directors along with proposals for the
re-election of Independent Directors
and for informing the Board about
proposals for Proprietary and Executive
Directors.

The company may employ external
consultancy services, both for the
performance of preliminary analyses
of existing needs as well as for the
validation or proposal of Director
candidates.

Candidates must be upstanding
professionals, whose professional
conduct and career path is in line with
the principles set out in the Code of
Ethics of Gas Natural Fenosa, and
who shares the company'’s vision and
values.

As regards incompatibilities, the
following cannot be considered
candidates:

> Those persons affected by
any cases of legal, statutory
or regulatory prohibition or
incompatibility.

> Those companies, enterprises or
persons affected by a permanent
conflict of interest with the
company.
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Gender diversity of the
Board of Directors (%)

82.4

m Men.
®\Women.

Remunerative model of the
Board of Directors

[102-35], [102-36] and [102-37]

Remuneration of the Board of
Directors

Remuneration of Directors represents

an issue of major importance in the
company'’s good governance. Consequently,
it constitutes a legitimate concern for
shareholders.

In accordance with the current legal
framework, Gas Natural Fenosa regularly
reports on remuneration of members of the
Board of Directors through its Integrated
Annual Report, the Annual Accounts and
the Annual Report on Remuneration of
Directors, all publicly available.

Breakdown of the
Board of Directors by age (%)

® Over 60 years of age.
M Between the ages of 55 and 60 years.
B Under 55 years of age.

The Annual Report on Remuneration

of Directors for 2016, in compliance
with the Corporate Enterprises Act,
was subject to a ballot at the General
Meeting of Shareholders in 2017 The
company's remuneration policy is
based on the principles of moderation,
compensation for the time spent and in
line with the profits.

Remuneration of Directors for sitting on
the collegiate decision-taking bodies is
considered as fixed remuneration. Only
the Chief Executive Officer receives
remuneration based on the executive
functions he/she performs outside of
sitting on the Board. The remunerations
of Directors in 2017 as recompense for
sitting on the Board were as follows:

Professional experience and academic
knowledge of the Board of Directors (%)

W Industrial and energy engineering.

W | egal and administration.
M Finance, accounting and auditing.
Management.

> Chairman of the Board of Directors:
550,000 euros/year.

> Director: 126,500 euros/year.

> Chairman of the Executive Committee:
550,000 euros/year.

>  Member of the Executive Committee:
126,500 euros/year.

>  Member of the Appointments and
Remuneration Committee: 25,000
euros/year.

>  Member of the Audit Committee:
40,000 euros/year.



Remuneration of the Board of Directo

rs (in euros) 2017
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Appointments

Executive Audit and Remuneration

Position Board Committee = Committee Committee Total
Mr Isidro Fainé Casas Chairman 550,000 550,000 - - 1,100,000
Mr Josu Jon Imaz San Miguel First Deputy Chairman 126,500 126,500 - - 253,000
Mr William Alan Woodburn Second Deputy Chairman 126,500 126,500 - 25,000 278,000
Mr Rafael Villaseca Marco Chief Executive Officer 126,500 126,500 - - 253,000
Mr Ramén Adell Ramoén Board Member 126,500 126,500 40,000 - 293,000
Mr Enrique Alcantara—Garcia Irazoqui Board Member 126,500 40,000 - 166,500
Mr Xabier Ahoveros Trias de Bes Board Member 126,500 - 40,000 - 166,500
Mr Marcelino Armenter Vidal Board Member 126,500 126,500 - - 253,000
Mr Mario Armero Montes Board Member 126,500 - - - 126,500
Mr Francisco Belil Creixell Board Member 126,500 126,500 25,000 278,000
Mrs Benita Marfa Ferrero-Waldner Board Member 126,500 126,500 - - 253,000
Mr Alejandro Garcia—-Bragado Dalmau Board Member 126,500 - - 25,000 151,500
Mrs Cristina Garmendia Mendizabal Board Member 126,500 - 40,000 25,000 191,500
Mrs Helena Herrero Starkie Board Member 126,500 - 40,000 - 166,500
Mr Miguel Martinez San Martin Board Member 126,500 126,500 - 25,000 278,000
Mr Rajaram Rao Board Member 126,500 126,500 40,000 - 293,000
Mr Luis Suérez de Lezo Mantilla Board Member 126,500 - 40,000 - 166,500
Total 2,574,000 1,688,500 280,000 125,000 4,667,500

Transparent and regulated process
to determine remuneration
[102-36] and [102-37]

The process for determining the
remuneration of Directors is set out in
the company'’s Articles of Association
(Article 44 on "Remuneration”) and in
the Regulations of the Board of Directors
(Article 22 on “Remuneration of the

Director” and Article 31 on "Appointments
and Remuneration Committee”).

The remuneration to be received by
Directors in their status as such shall
comprise a fixed allocation.

The Ordinary General Meeting of
Shareholders held in 2017 approved the
Remuneration Policy for members of

the Board of Directors for 2018, 2019
and 2020, setting out the principles that
govern remuneration of Directors in their
status as such, and remuneration for
their executive duties. This policy has to
include the maximum amount of yearly
remuneration payable to all Directors in
their status as such.
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The determination of each Director’s
remuneration corresponds to the
Board of Directors, which shall take
into consideration the duties and
responsibilities attributed to each
Directors, the Board committees on
which they sit and other objective
circumstances that are relevant.

The remuneration of Directors must
under all circumstances be reasonably
proportionate to the importance of
the company, the existing economic
situation and the market standards of
comparable companies.

The system of remuneration
established must be targeted at
promoting profitability and long-term
sustainability of the company and
incorporate the precautions required to
avoid the assumption of excessive risks
and rewarding unfavourable results.

Without prejudice to the remuneration
to Directors in their status as such,
those that hold executive duties at the
company shall be entitled to receive
remuneration for said duties, which
shall be determined by the Board of
Directors pursuant to the provisions
set out in the Remuneration Policy for
Directors, and which shall include a
contract between the Director and the
company.

No outsourced consultants have been
used to determine the remuneration of
Directors.

In accordance with current legislation,
Together with the Annual Corporate
Governance Report, the Board of
Directors must draw up an annual
report on the Directors' remuneration.
This report must include full, clear
and understandable information on
the company's remuneration policy
approved by the Board for the year in
progress. It also includes an overall
summary of how the remuneration

Jun, 201
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policy was applied during the financial
year, and a breakdown of the individual

remunerations accrued by each Director.

All of this is reported and put to a vote
by the Ordinary General Meeting of
Shareholders, not as part of the agenda.

In the Ordinary General Meeting of 2017,
the Annual Report on Remuneration of
Board Members for 2016 was approved by
a majority vote, as follows:

Number of shares that have cast valid votes 820,593,219
Total number of valid votes cast 820,593,219
Proportion of the share capital that the valid votes represented 82
Votes in favour 717,207,037
Votes against 102,575,953
Abstentions 810,229
Quorum for attending the Shareholders' Meeting 82




Moreover, the 2017 Ordinary General Meeting of Shareholders gave a majority approval to
the Remuneration Policy for 2018, 2019 and 2020 for members of the Board of Directors in

accordance with the following breakdown:

Number of shares that have cast valid votes 820,593,219
Total number of valid votes cast 820,593,219
Proportion of the share capital that the valid votes represented 82
Votes in favour 714,743,462
Votes against 105,038,905
Abstentions 810,852
Quorum for attending the Shareholders' Meeting 82

Issues dealt with at
the General Meeting of
Shareholders

[102-21], [102-33] and [102-34]

At the 2017 General Meeting of
Shareholders, information was requested
from the Chairman'’s Office with regard
to issues such as the company's GIP

Issue

plans, the storage project in DoAana,
renewable energies, coal, nuclear power
plants, energy poverty, service benefits
for shareholders, investments in Colombia
and Chile.

The quorum of attendance at the meeting
represented 82% of all shares in
Gas Natural Fenosa.

o
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The quorum of
attendance at the

meeting represented

82%

T

of all shares in

Gas Natural

Fenosa.

Nature of the issue
(economic, social or
environmental)

Conclusions
drawn

Approval of the Annual Accounts and the Management Report of Gas Natural SDG, S.A.; the

Consolidated Annual Accounts and the Management Report of the Consolidated Group for Economic.  Approved by a majority.
the financial year that closed on 31 December 2016.

Approval of the allocation of profits for the year that closed on 31 December 2016. Economic.  Approved by a majority.
Transfer to the “Voluntary Reserve” account. Economic. Approved by a majority.

Approval of management performed by the Board of Directors in 2016.

Economic/social.

Approved by a majority.

Re-election and appointment of the accounts auditors of the company and of its consolidated

group.

Economic.

Approved by a majority.

Amendment to the Articles of Association.

Economic.

Approved by a majority.

Re-election of the company's Directors.

Economic/social.

Approved by a majority.

Remuneration Policy for Directors for 2018, 2019 and 2020.

Economic.

Approved by a majority.

Consultative vote concerning the Annual Report on remuneration of members of the Board

of Directors.

Economic.

Approved by a majority.

Share Distribution Plan 2017-2018 and 2019.

Economic/social.

Approved by a majority.

Authorisation for a capital increase.

Economic.

Approved by a majority.
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Risks and
opportunities

Risk management at
Gas Natural Fenosa

[102-29] and [102-30]

Gas Natural Fenosa identifies and
quantifies the impact of the main risk
factors for the company, ensuring
uniformity in the criteria used in
measuring these risks and proposing
control and corrective measures together
with the businesses affected.

The aim is to anticipate potential
deviations with regard to global targets
and to ensure that the taking of decisions
considers an appropriate and known
balance between risk and profitability,
both from the viewpoint of marginal
contribution to the global portfolio as well
as from an individual viewpoint of each
one of the businesses.

Guaranteeing the predictability and
sustainability in the operational and
financial performance of the company

is one of the key aspects of risk
management at Gas Natural Fenosa, and
to this end the company has different
organisations with clearly identified areas
of responsibility.

Risk management bodies

Audit
Committee

Risk Committee

Risk Units

Business

Other corporate areas




Audit Committee

This is the supreme body in charge of
the efficacy of internal control and of the
company'’s risk management systems. It
checks that these systems identify the
different kinds of risks and the measures
introduced to mitigate said risks, and to
tackle them in the event that effective
damages materialise.

Risk Committee

This is responsible for determining and
reviewing the objective risk profile of
the company. It guarantees alignment of
this profile with the strategic position of
the same and oversees the interests of
its stakeholders. It also guarantees that
the entire organisation understands and
accepts its responsibility in identifying,
assessing and managing the most
significant risks.

Risk Units

These are responsible for monitoring and
reporting the risk assumed, ensuring that
this is within the limits defined by the
objective risk profile established by the
Risk Committee.

They report to the Economic-Financial
Department, which enables it to have

a corporate overview required for the
performance of its duties, without prejudice
to having specific units for the management
of Wholesale and Retail Businesses Risks,
in close contact with the business units
that bear the highest exposure to the risk
because of their profile and turnover.

The work of the company's Risk Units
focuses on objectifying exposure to
uncertainties and internalising risk
exposure levels in decision-taking
processes of senior management, as

an instrument to efficiently select returns.
They are in charge of coordinating

the different agents involved in risk
management. Monitoring and assessing
risk exposure in an integrated approach,
and controlling overall exposure to it,
allows efficiency in decision-making to be
underpinned, making it possible to optimise
the risk-return binomial.

The Risk Units oversee maintenance of the
global risk profile, as well as measurement
and recurrent control of the risk. This profile
sets out the group’s risk appetite, with a
sufficient safety margin with regard to the
risk tolerance of Gas Natural Fenosa.

Process for identifying, characterising and determining the risk profile
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Businesses

These are the parties responsible for risk
management and spheres of action. They
identify trends and positions that could
entail risk and report these to the Risk
Units. They also apply the management
criteria and guidelines given by these
units.

One of the key concepts to risk
management is the concept of risk profile,
understood as the level of exposure to the
uncertainty resulting from the joint effect
of the various categories of risk classified
by Gas Natural Fenosa.

Other corporate areas

These are responsible for monitoring

and managing certain risks, due to their
specific nature and the peculiarities

of the management mechanisms. Of
particular note is the Quality Assurance
and Environment Unit, responsible for the
environmental risk and climate change,
and the Reputation and Sustainability Unit,
which is responsible for reputational risk.
These operate in coordination with the
Risk Units.

Determining Final Risk New Position Position

the global risk  proposal by management position and risk and risk Alternative

profile business unit and control  identification information development proposal Approval
Governing bodies <+ +
Persons in charge
of overall risk +
profile
Persons in charge
of risk control and + <+ +
measurement
Persons in charge
of risk management

¢ + + + + +

and spheres of
action
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A model that anticipates the
developing situation

The risk management model of

Gas Natural Fenosa seeks to ensure
predictability of the company's
performance in all relevant aspects
for its stakeholders. This means
establishing risk tolerance by setting
limits for the most relevant risk
categories, shown in the section
"Risk Measurement System’

which lies ahead. By doing this,

the company can anticipate the
conseqguences of certain risks
materialising, and is perceived in the
market as a solid and stable company.

Gas Natural Fenosa has a framework
that integrates the corporate vision of
Governance, Risks and Compliance,
enabling an integrated overview

of the group’s processes, the
existing controls over these and the
associated risk.

An integrated management
[102-15], [102-11] and [102-31]

Gas Natural Fenosa analyses its
global risk profile through its potential
impact on the company's financial
statements. This allows the company
to determine the maximum accepted
level of risk exposure, as well as the
admissible limit for risk management.

The tools that enable the continuous
improvement of the process for
identifying, characterising and
determining Gas Natural Fenosa's risk
profile are the following:

Other Risk
Maps.

General Risk
Standard.

Corporate Risk

Continuous
Map.

improvement

Risk
Measurement
System.
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With regard to management of Corporate Risk Map

environmental risks, Gas Natural Fenosa
has identified these risks at its facilities

in accordance with the benchmark
regulations (UNE 150008, in Spain).

To prevent these risks, the company

has introduced an integrated system of
management that is certified and audited
every year by AENOR as well as internally,
which sets out the operational control and
environmental management procedures.
In addition, emergency plans have been
introduced at facilities and storage
premises at risk of an environmental

accident, including an action plan, Q O

Severity (Meur)

containment measures and regular drills.
General Risk Standard

The General Risk Standard lays down O O OO O O O

the general principles and guidelines for

behaviour in order to identify, inform, Level of management.

assess and manage the company's
exposure to risk. This sets out the bases
for definition of policies, regulations, | \Very high. = High. Average. m Low. Very low.
thresholds and specific measurements to

determine the risk profile.

Risk impact severity

The process of identifying and assessing Other Risk Maps > Climate change risk map: since 2014,
Gas Natural Fenosa's risks is governed the impact on the company of the
by the Corporate Risk Map. This is the Gas Natural Fenosa has a map of effects stemming from climate change
reflection spearheaded by the Risk reputational risks and a climate change has been identified, analysing both the
Committee and which focuses on risk map. direct consequences of this as well as
characterising and quantifying the most the policies and regulations targeted at
relevant risks, mirroring the company's > Map of reputational risks: since fighting these. The analysis is based on
risk profile. 2013, Gas Natural Fenosa has been the criteria and methodologies of the

identifying its reputational risks risk management system.
The identification and characterisation based on the type of operations
of the risks take into account the it performs in those countries in The most relevant risks identified on both
characteristics of the position at risk, which it has a presence and of the maps are incorporated into the corporate
the impact variables, the potential stakeholders that are theoretically risk map, and reported to the relevant
quantitative and qualitative severity, the affected. Based on this system, the governance bodies.
probability of occurrence and the degree risks are classified by their severity
of management and control. and level of management. Based on

this information, decisions are taken
The graphic illustration of these risks to prevent these kinds of risks. The
through the Risk Map and conclusions are impact that some of these risks would
submitted to the supreme control body of have on the financial parameters in
the company, the Audit Committee, and is the event of materialising is regularly

updated every year. analysed and assessed.
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Risk Measurement System

The Risk Measurement System is
designed to provide the recurrent and
probabilistic quantification of the risk
position assumed on a global scale for
the different risk categories.

Gas Natural Fenosa undertakes

an analysis of corrective risks, a
sensitivity analysis and stress tests
for the main risks identified.

It has been designed as a support tool
for the business units and guarantee
that they have an optimum level of
independence in decision making.

It also ensures that the level of risk
taken on by the company and per
business unit is in keeping with

the risk profile established by the
governing bodies.

The Risk Measurement System
means that each business unit has
specific information on the main
types of risks that could affect it.
The system seeks to assist these
units with the decision process,
which in turn has a positive impact
on the company, as it improves its
profitability, behavioural predictability
and efficiency.

Description of
main risks

[102-15]

The Risk Area seeks to guarantee the
recurrence and sustainability of the
performance indicators. One of its key
tasks is the modelling of the financial
statements, targeted at identifying their
main sensitivities and anticipating possible
incidents. The quantitative modelling

is organised in accordance with the
following areas:

> Credit risk: modelling of the credit
quality of the customer portfolio,
enabling us to design ex ante
corrective and control measures.
The existence of these controls
enables us to significantly reduce
payment defaults.

> Market risk: analysis of the financial
statements with regard to the
commodity indices that shape the
price of gas, guaranteeing that
exposure to these does not exceed
the threshold defined by the target
risk/reward profile.

> Operational risk: the nature of
Gas Natural Fenosa's business
involves the possibility of incidents

of high severity. Modelling the
operational exposure, settled on
the performance of assets and
contracts, enables us to design an
efficient insurance programme,
as well as assess the effect

of the best industrial practices
brought into use by the insurance
market, as a result of the visits

to the critical facilities carried out
by industrial experts of the main
insurance companies.

The risks that have materialised during
2017 have been inherent to the activity
carried out, such as: exposure to
regulatory risks, volatility of fuels and
of the pool in Spain, the exchange rate,
interest rate, credit or counterpart.

It is important to mention that on

14 March 2017 the Colombian
government instructed the liquidation
of Electricaribe. In effect, this is a
takeover of control or expropriation
following the intervention in November
2016. On 22 March 2017, Gas Natural
Fenosa commenced an international
arbitration procedure with the United
Nations Commission on International
Trade Law (UNCITRAL), in light of the
situation of defencelessness and legal
uncertainty in Colombia.

The Risk Measurement System means that each business unit has specific
information on the main types of risks that could affect it. The system seeks

to assist these units with the decision process, which in turn has a positive

and efficiency.

-

impact on the company, as it improves its profitability, behavioural predictability
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Type of risk Description Management
Market risk
Gas price. Volatility in international markets which Physical and financial hedges. Portfolio management

determine gas prices.

Electricity price.

Volatility in electricity markets in Spain and
Portugal.

Physical and financial hedges.
Optimisation of generation park.

Gas volume.

Gap between gas offer and demand.

Optimisation of contracts and assets.
Trading.

Electricity volume.

Reduction in available thermal gap. Uncertainty
in the volume of hydraulic production

Optimisation of commercialisation/generation gap.

Regulation.

Exposure to revision of criteria and levels of
return recognised for regulated activities.

Heightened intensity of communication with regulatory
bodies.
Adjusting efficiencies and investments to recognised rates.

Exchange rates.

Volatility in international currency markets.

Geographic diversification. Hedges through financing
in local currency and derivatives. Monitoring of the net
position.

Interest rates and
credit spread.

Volatility in financing rates.

Financial hedges.
Diversification in financing sources.

Ambiguity or subjectiveness in the
interpretation of the prevailing fiscal

Consultations with independent expert organisations.
Recruitment of leading consultancy firms.

Fiscal. X . :
regulations, or through a relevant change Adhesion to the Code of Good Tax Practices.
to the same. Allocation of provisions with criteria of prudence.
Credit risk
Uncertainty over the evolution of ratios of Customer solvency analysis to define specific contractual
Credit. payment default conditioned by the economic conditions.

cycle.

Collection process.

Operational risk

Operational:

Image and reputation.

Deterioration in perception of Gas Natural
Fenosa by different stakeholders.

Identification and tracking of potential reputation events.
Transparency in communication.

Operational: Accidents, damages or non-availabilities in Ongoing improvement plans.

Insurable. assets of Gas Natural Fenosa. Optimisation of total cost of risk and hedging.
Damages to the natural and/or social Emergency plans in installations with risk of environmental

Operational: environment. accidents.

Environment.

Evolution of environmental regulation.

Specific insurance policies.
Complete environmental management.

Operational:
Climate change.

Evolution of environmental factors as a
consequence of climate change.
Regulation geared towards fighting it.

Corporate positioning with regard to climate change. Active
participation on influence forums.
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Market risk Credit risk
Range of values that the annual Ebitda of Gas Natural Logic of the risk profile and anticipated loss. Worse levels of credit quality mean the
Fenosa can reach due to the evolution of market factors: company's exposure has to be limited. It also shows the distribution of the anticipated

price of gas, price of electricity and exchange rates. loss, which increases with the deterioration of customer credit quality.

I Probability distribution.
W Ebitda at risk.
B 5%, 50%), 95% percentiles.

Exposure.
Anticipated loss.

Credit quality.

Insurable operational risk

Fundamental magnitudes with regard

to management: efficient level of
retention and breakdown of overall
costs associated to the risk (premium,
unexpected loss, expected loss). The
insurable operational risk profile is
characterised by the level of potential
exposure whereby the materialisation

of unforeseen events that can be
mitigated through insurance policies has
an impact on the equity of Gas Natural

Fenosa. — +
The quantification of such exposure is

likely to be objectified by estimating the

total cost of risk.

[T ]
[T ]
LT
1]
LT
T

Retained risk for accident.

® Premium.
B 95% unexpected loss.

Anticipated loss.
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> ) Description of main opportunities mozs

Opportunities for Gas Natural Fenosa

Generation mix.

The generation pool of Gas Natural Fenosa, dominated by combined-
cycle power plants, has the necessary flexibility to be able to adapt
to different market situations. It therefore creates a valuable asset
for taking advantage of opportunities related to volatility in gas and
electricity markets.

Portfolio procurement of natural gas and

liquefied natural gas (LNG).

The management of gas pipelines, participation in plants and the fleet
of methane tankers enables the group to cover the needs of its different
business activities in a flexible and diversified way. Gas Natural Fenosa's
fleet of methane tankers makes it one of the largest LNG operators
worldwide and a standard-bearer in the Atlantic and Mediterranean
basins.
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Balanced structural position in businesses and geographical areas.
Many of them with stable flows, independently of commodity prices,
allowing the group to capture expected growths in energy demand and
to fully harness new business opportunities in new markets.

International generation.

Increasing renewable generation capacity at international level, given the
cost competitiveness of renewable energy and the presence of

Gas Natural Fenosa in growth markets.
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Internal Auditing,
Compliance and
Control

Responsibilities of
the Internal Auditing,
Compliance and
Control Area

This area has the task of guaranteeing
the continuous review and improvement
of Gas Natural Fenosa internal control
system, as well as safeguarding
compliance with external and internal
norms and the control models
established in order to safeguard the
efficacy and efficiency of operations, and
to mitigate the main risks in each one of
the fields in which the group operates,
particularly operating, legal, corruption
and fraud risks.

It is also held responsible for managing
the Crime Prevention Model and the
Code of Ethics Model of the company,
as well as reporting on internal audit
activity to the Audit Committee.

As support to the Audit Committee,

the division provides assurance to the
governing bodies of the organisation and
senior management on the effectiveness
of the internal control systems. As
regards compliance with the principle

of integrity and transparency of the
Corporate Responsibility Policy, it takes
charge of management of the Code of
Ethics of Gas Natural Fenosa, through
dissemination of the code and by
overseeing compliance with the same
and the Anti-corruption Policy.

The overall aim is to safeguard the
efficacy and efficiency of operations and
mitigate the main risks in each sphere
of Gas Natural Fenosa, in particular the

2017 Corporate Responsibility Report

operational, legal, corruption and fraud
risks, using a set of three assurance
functions (Internal Auditing, Compliance
and Control).

The Internal Auditing, Compliance and
Control Area provides a methodical
and rigorous focus for monitoring and
improving processes and for assessing
operational risks and the associated
controls.

The three assurance functions consider
separate equipment and systems, with
specific objectives, profiles and roles
which involve, among others, cutting-
edge mechanisms that guarantee the
independence of the internal auditing
function.

Assurance function of
Internal Audit

In the performance of its activity, the
Internal Auditing Unit methodically
reviews the internal control system of
the group’s processes in all areas, and
also assesses the operational risks and
controls associated to these processes,
through definition and introduction of the
Annual Internal Audit Plan, to improve
efficacy and efficiency of these. It also
provides support to the divisions in
achieving their objectives.

The Strategic Audit Plan (with a time frame
of five years) and the Annual Internal Audit
Plans are drawn up principally on the basis
of the Corporate Strategic Plan, the risk



areas included in the Corporate Risk
Map, the Internal Control System on
Financial Reporting (SCIIF) scope matrix,
the operational risk maps, the results of
previous years' audits and the proposals
from the Audit Committee and from top-
tier management.

The methodology for the assessment of
operational risks is in accordance with
best corporate governance practices,
based on the conceptual framework

of the COSO Report (Committee of
Sponsoring Organisations of the Treadway
Commission) and on the basis of the
types of risks defined in the company's
Corporate Risk Map.

The operational risks associated with the
processes are prioritised by assessing
their incidence, relative importance

and degree of control. Depending on

the findings, the company designs an
action plan with corrective measures

that enables mitigation of residual risks
identified with a potential impact above
the tolerable or accepted risk established.

In 2017 91 internal audit projects were
carried out, 77 of which corresponded

to the review of processes associated
with the main operational, corruption,
fraud and legal risks of the corporate

and business divisions of Gas Natural
Fenosa. The analysis carried out extended
to 100% of the departments and placed
special emphasis on those with greater
probabilities of these risks materialising.
In the projects performed in 2017, no
significant risks related to corruption were
detected.

Internal Auditing is supported by the
implementation of a SAP environment
corporate application which it uses to
manage and document internal audit
projects in accordance with the defined
methodology.

Assurance function of
Compliance

This is responsible for ongoing assurance
of compliance with the external
regulations and of the policies and
procedures introduced at the group to
mitigate the main legal, corruption and
fraud risks. It is also held responsible
for managing the Crime Prevention
Model and the Code of Ethics Model of
Gas Natural Fenosa. The Legal Services
Department is responsible for assessing
the legal risks in the models to be
developed, especially in the criminal and
regulatory prevention model.

Given the importance of having a tool
that ensures proper management control
of the Crime Prevention Model, a SAP
GRC Process Control is administered and
used for comprehensive management

of the documentation, assessment and
supervision of the model.

Assurance function of
Internal Control

This is in charge of promoting and
participating in the design and
introduction of control models, in all areas
of the group, to mitigate the main risks
and guarantee efficient operations. It

also checks that the established control
models comply with the group’s policies
and standards as well as with external
regulations, and that they are properly
supported and documented in the group'’s
systems.

b
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The overall aim is to
safeguard the efficacy
and efficiency of
operations and mitigate
the main risks in each
sphere of Gas Natural
Fenosa.
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1927

Focused on the
domestic market

From 1920 onwards, electricity started to light up the
streets, and gas turned towards the domestic market.
At that time advertising had a very important mission:
to convince consumers of the benefits of this new
source of energy. Popular advertising would show

the company comparing a coal kitchen, dirty and full of
smoke, with a modern gas kitchen, clean, organised
and pristine. Posters from back then display all

the elegance and contemporaneous of the

new times.

1843
2018

years full of history
and energy
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Gas Natural Fenosa

Gas Natural Fenosa understands
corporate responsibility as the set
of actions developed to establish
relations of trust with its concurrent
stakeholders that are stable, sound
and of mutual benefit.

These groups are the people that
make up the company, customers,
suppliers and external partners,

the social groups, shareholders,
investors and financiers, analysts,
regulatory authorities, insurance
and reinsurance agencies, and other
market agents.

Corporate
Responsibility
Policy

The Corporate Responsibility Policy of
Gas Natural Fenosa establishes the
common framework of action targeted
at the company'’s socially responsible
conduct and determine the structure of
a large part of this report.

Following the 2013 policy review, in
2015 we once again proceeded to
update it, and it was approved by the
Board of Directors.

The main purpose of this policy is

to introduce the operating principles

and the company’s commitments to

its stakeholders, in harmony with the

2017 Corporate Responsibility Report

> ) Value actions

Proposed actions 2017

Planned actions 2018

Implementation and monitoring of lines
of action and performance of specific
actions of the Sustainability Master Plan.

Implementation of the software tool
Sustainability Plan.

+

Implementation of the non-financial
reporting directive.

Level of fulfilment: + Finalised. + Major progress.

company'’s corporate strategy, as well
as setting out the responsibilities and
specific monitoring instruments

to guarantee compliance with

these.

The appropriate relationship with

the environment constitutes a prime
strategic aspect at Gas Natural
Fenosa. For this reason, we have
defined some action principles and
specific commitments to stakeholders
that focus on the generation of

value, through the introduction and
development of some sound operating
principles that facilitate long-term
sustainable growth.

The policy applies to all group
companies of Gas Natural Fenosa.

Those persons or companies that work
with the company and who have an
influence on the company’s reputation
are also encouraged to be familiar with
the policy and to apply it.

Intermediate progress. + Little progress. + Not started.

Action principles of
> ) the Corporate
Responsibility Policy

Service excellence.

Commitment to results.

Responsible management of the environment.
Interest in people.

Health and safety.

Responsible supply chain.

Commitment to society.

Integrity and transparency.

The commitments and action principles can be
consulted in greater detail in the corresponding
sections of this report. You can also check the full

policy on the website
www.gasnaturalfenosa.com



Sustainability

Plan

1.

Materiality
analysis

2.

Contrast with
Management

Meetings with 40
executive bodies
(corporate, business and
countries).

3.

Approval of the
actions

31 meetings with
executive bodies and
additional consultation
processes.

After the approval of the new Corporate
Responsibility Policy and following the

recommendations of the new CNMV
code of good governance in issues of
corporate responsibility, in 2017 we have
drawn up a 2020 Sustainability Master
Plan, which was approved by the Board

of Directors.
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The plan specifies the action
programmes to introduce the eight
guiding commitments and 45 specific
undertakings of the Corporate
Responsibility Policy.

We have used the following process in
drawing up the plan:

Consideration of
the commitments
in the CR Policy.

8 principles
45 commitments.

Update of the
reputational risk
inventory.

Map of the
Strategic

Business Plan.

Analysis of

regulatory trends.

Analysis of
stakeholder
requirements.

Analysis of
requirements
of investors and
analysts: DJSI.

115 reputational
risks.

Strategic vision
2016-2020.

13 impacts
8 areas.

Sector reports, DJSl and CR
surveys, SASB, conferences with
previous studies, investors.

surveys, media
analysis.

A4

50 relevant topics for Gas Natural Fenosa and its stakeholders

Evaluation of relevant topics.

Possible actions to develop.

A4

Proposals for actions and lines of action

Approval of the proposed actions.

Development of the actions (data sheets).

v

Sustainability Plan
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As a result of this process we have
defined the action lines for each
commitment and the specific actions
to be developed within each action line,
for the purpose of ensuring that each
area involved helps to develop them,
establishing a total of 39 lines of action
and 178 actions. Thus, we will obtain

a series of monitoring and tracking

Model of tracking the Sustainability Plan

Approval and monitoring.

(annual)

Implementation, monitoring and
dissemination.

(semi-annual and annual)

Implementation and reporting.

(semi-annual)

Coordination and monitoring.

(semi-annual and annual)

Management
of corporate
responsibility

Governing bodies
Board of Directors

The approval of Gas Natural Fenosa's
Corporate Responsibility Policy falls to
the Board of Directors, in accordance
with the Board regulations. Moreover,
the Board must receive information on

indicators that will enable us to track
performance for each action, carried out by
each area responsible, and ultimately by
the Board of Directors.

To facilitate biannual monitoring of the

plan by the Board of Directors, a total of
30 follow-up indicators and 4 monitoring
indicators have been agreed, and these

Board of Directors.

Management Committee.

Departments and other
business units.

Communication and Institutional
Relations Department.

the introduction and general monitoring
of this policy at least every year, and
sixmonthly about the performance of the
Sustainability Plan.

Consequently, overall supervision for
compliance with the policy falls to the
Board of Directors, which has delegated
this function to the Appointments and
Remuneration Committee.

Furthermore, the Board of Directors is
responsible for spearheading the effective
integration of corporate responsibility into
the company’s strategy and for the daily
management of this, thus establishing a
sound culture of corporate responsibility.

synthesise the results of management of
the different undertakings, and are most
significant in the context of sustainability
and of the Strategic Plan, and are
considered within the GRI standard, in
preparing the sustainability reports.

Appointments and Remuneration
Committee.

Management Committee

Elsewhere, the Management
Committee is responsible for
overseeing proper implementation

and monitoring of the commitments
assumed in this policy, and for acting
as the impetus for its dissemination,
knowledge and compliance through the
plans that this committee approves for
this purpose.



Departments and business units

The departments and business units are
responsible for designing the actions

set out in the plans compiled by the
Management Committee, and for
promoting the quantitative and qualitative
targets of each of these actions and the
associated monitoring indicators.

Administrators, executives and
remaining persons

The administrators, executives and
remaining persons that make up the
company are obliged to be aware of,
understand and comply with the directives
and undertakings set out in the Corporate
Responsibility Policy.

Gas Natural Fenosa shall also encourage
and motivate its suppliers and collaborating
companies to adopt the conduct principles
set out in the policy.

Code of Ethics Committee

Its purpose is to encourage the
dissemination, knowledge and fulfilment
of the Code of Ethics, as well as managing
the notification and consultation procedure.

The committee, headed by the Internal
Auditing, Compliance and Control Area,
comprises representatives from some of
the units that are most directly involved in
the issues set out in the code.

This committee informs the Management
Committee and the Audit and Control
Committee of its activities

Gas Natural Fenosa has set up local
committees in Argentina, Brazil, Chile,
Mexico, Moldova and Panama. To ensure
that the Code of Ethics is circulated in
the different areas where the company
operates, the local committees use a
functional composition that replicates the
Code of Ethics Committee.
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> ) Functions of the Code of Ethics Committee

> Promote the distribution and knowledge of the Code of Ethics.

> Interpret the Code of Ethics and provide guidelines on what to do in the event of any doubt

or conflict.

> Facilitate and manage a channel of communication with all employees, suppliers and
collaborating companies (the exclusive function of the Corporate Committee).

> ) Members of the Code of Ethics Committee

Finance and capital markets.

Risks, studies and projects.

Labour relations.

Customer service.

v VvV VvV VvV VvV VvV VvV

Legal services.

Reputation and sustainability.

Internal Auditing, Compliance and Control (Chairman’s Office and Secretary of the Committee).

Composition of local committees™

Argentina, Brazil, Chile, Mexico, Moldova and Panama

Chairman

Human Resources.

Board member

Internal Audit.

Board member

Communication.

Board member and Secretary

Legal Services.

*The queries and notifications from countries other than those mentioned are processed by the Code of Ethics

Committee

! Gas Natural Fenosa shall also encourage
and motivate its suppliers and collaborating

companies to adopt the conduct principles

-

responsibility.

set out in the policy of corporate
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Management and
measurement of corporate
reputation

Proper management of reputation helps
make Gas Natural Fenosa attractive to its
stakeholders and assists in achieving the
strategic business objectives.

The measurement of Gas Natural
Fenosa's reputation in Spain and Latin
America in 2017 has been carried

out through the Business Monitor

of Corporate Reputation (Merco), an
international benchmark study that
provides an overarching assessment
that integrates the perception of up to

eight stakeholders with an impact on the
business world and which sets out the scores
of the following stakeholders with regard to
the company: financial analysts, economic
information journalists, government, NGOs,
unions, consumer associations, influencers/
social media managers, business professors.

The company is currently using this tool in
Argentina, Brazil, Chile, Colombia, Spain,
Mexico and Peru.

In Spain, Gas Natural Fenosa, in the
measurement carried out in 2017, holds 24th
position in the general ranking of companies
with the best national reputation, and is second
in the ranking of best reputation in its sector.

We can highlight the excellent positioning
obtained in the scores awarded by two of

the company's main stakeholders: financial
analysts and economic information journalists.

Gas Natural Fenosa has also continued
measuring reputation in the general public
-using its own study tools- adding Panama to
the aforementioned countries, with positive
and stable results.

In addition to this multi-stakeholder
measurement, Gas Natural Fenosa occupies
the eighth position in the Merco Talento
Ranking, up two positions on 2016.

The most complete

reputational assessment

methodology.

15% Merit assessment
(Objective indicators)
Sample: 64

10% Merco Talento

(Six sources of

information)

5 evaluations

1 8 sources of information

10% Merco Consumo
Sample: 1,200

24, 53 1 surveys

The monitoring of the methodology
established by Merco for preparation
of the ranking of companies with
the best reputation in Spain has
been the subject of independent
review by KPMG.

Sample: 21,200

4% Business area
professors
Sample: 70

4% Influencers and social :
media managers :
Sample: 154

i Sample: 100

i 4% Consumers associations

25% Management Committees
Sample: 1,201

7% Financial analysts
Sample: 111

7% Economic
information journalist
Sample: 120

6% Governance
Sample: 41

4% NGO
Sample: 130

4% Trade unions
Sample: 100

Assessment
% weight in the ranking



Stakeholders of
Gas Natural Fenosa

[102-40]

Stakeholders
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For Gas Natural Fenosa, the trust and
understanding of stakeholders is vital
for the success of business plans. It is

therefore vital to have an appropriate
identification and definition of these
stakeholders.

Shareholders
and investors

Institutional investors. Reference shareholders. Minority shareholders. Noteholders/bondholders.

Financial . .
Institutional banks. Commercial banks.
groups
Business Natural or artificial persons with which we share a specific business project. Technological partners. Financial partners.
partners Industrial partners.
Customers Retailers. Wholesale. Essential customers and sensitive groups. Power Purchase Agreement customers (PPAs).
Emblovees Active employees. Passive employees. Ex-employees. Workers' representatives. Representatives of pension fund
ploy participants.
Suppliers Strategic suppliers. Works and maintenance contractors. Collaborating companies. Suppliers.
Society Communities affected. Vulnerable social groups. Consumer associations. NGOs. National and international sectorwide

associations. Media. Social networks. Academic organisations.

Administrations/

regulatory Sector regulators. Market regulators. National and/or supranational administration. Local administration.
authorities
Analysts Financial analysts. Rating agencies. Non-financial analysts.

Insurance and
reinsurance
agencies

Companies that engage in the insurance of persons, properties and all kinds of products, including financial products, in
exchange for a fee or a premium.

Market
agents

Traders. Generators/producers. Special system generators. Transporters. Distributors. Operators.
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Nos mudamos agui
para tener mas

metros y Servicios

Dialogue with
stakeholders

[102-42], [102-43] and [102-44]

Gas Natural Fenosa believes that
developing a climate of confidence
with the stakeholders is a determining
factor for the success of its business
plans and for its social acceptance.
Accordingly, the company carries

out actions that enable it to discover
the expectations and demands of

its stakeholders in advance so that

it can evaluate some of the main risks
and opportunities associated with the
business and establish long-lasting and
stable relationships with the key agents
in those markets in which it has a
presence.

No key problems were detected in these

stakeholder participation actions.

The Gas Natural Fenosa's actions as
far as dialogue is concerned are
divided into:

Consultancy actions: two-way actions.
The company and its stakeholders interact
to exchange information quickly and
fluently. The conclusions are considered

in the improvement and adaptation of the
company's processes and, in particular,

in the selection of the content that is to
be included in the corporate responsibility
reports of Gas Natural Fenosa and its
subsidiaries.

Informative actions: one-way actions.
The company transmits information to its
stakeholders.
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> ) Main dialogue actions developed by Gas Natural Fenosa in 2017

Actions Frequency

Customers

> Implementation of a new operation in reopening supply: online payment and agreement on an immediate

. Constant.
visit.

> Development of focus groups with customers to collect opinions and opportunities for improvement in Constant

services of meter reading, billing and collection. )

> Improvement in the non-availability message to facilitate meter readings and present alternatives in the Constant

customers’ area. '

> Implementation of change of ownership without subrogation in “My customer channel” Constant.

> Enabling a web-based formula to request termination of supply, duplicate amounts and maturities of a Constant

split payment. ’

> Activation of a protocol to manage urgent requests for re-enlistment of customers (Portugal). Constant.

> Development of a subscription fees calculator to provide better information to customers. Constant.

> Surveys of quality, resolution and satisfaction in interactions with the telephone helpdesk (Brazil, Constant

Consultancy Colombia and Mexico). '

actions

> Surveys of quality, resolution and satisfaction in face-to-face service interactions (Mexico). Constant.

> Surveys of quality, resolution and satisfaction in interactions through virtual offices (Brazil, Colombia Constant

Mexico and Panama). '

> Enabling voice mail service in Portugal for assistance in cases of service delays. Constant.

> Satisfaction and recommendation surveys in the process of downloading the gas contract by channel Constant

(Brazil). .

> Performance of a study into strategic positioning of face-to-face customer service in Rio de Janeiro and Annual

Sao Paulo (Brazil). '

> Quality of complaints survey. Monthly.

> Surveys on the customers’ opinion in general and following contact. Constant.
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D

Main dialogue actions developed by Gas Natural Fenosa in 2017
(continuation)

Actions Frequency
Customers (continuation)
> Explanatory press publications about the bill. Occasional.
> Incorporation of information on the bill concerning the National Commission of Markets and Competition
(CNMC), the Spanish Institute for Energy Diversification and Saving (IDEA) and the competent body of Occasional
each autonomous region, where consumers can obtain information on the energy efficiency measures ’
available.
> Regular meetings with officials and consumer protection agencies. Monthly.
Infc_;rmatlve > Promote the use of LNG as sustainable fuel in maritime transport. Constant.
actions
> Disclosure through campaigns about the availability of debit information and copy invoices at the virtual Monthly
agency (Brazil). )
> Information on the benefits of the virtual office (Brazil, Colombia, Mexico and Panama). Constant.
> Information to help understand the bill (Colombia). Constant.
> Campaigns on the efficient use of natural gas (Argentina). Constant.
Shareholders/Investors
> Contact with the main stock market analysis firms that follow the company’s evolution and issue Constant
recommendation and assessment reports. ’
> One-on-one meetings with investors. Constant.
Consultancy
actions > Replies to the requests for information from analysts and institutional investors, and consultations with Constant
the Investor Relations Unit. ’
> Dealing with requests for information from small shareholders, online, by phone, by mail or in person. Constant.
> Launch of roadshows, at the initiative of Gas Natural Fenosa, visiting fixed income, equity and socially
responsible investors to provide them with information on the company’s performance figures, current Constant.
) situation and plans.
Informative
actions > Performance of informational presentations targeted at small shareholders. Constant.
> Participation at sectoral conferences, attending meetings with investors and analysts. Constant.
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> Main dialogue actions developed by Gas Natural Fenosa in 2017

(continuation)

Actions Frequency

Customers

> Performance of the Work Environment and Commitment Survey 2017 made available to 100% of
the workforce managed in 19 countries, both on digital support and hard copy in those countries

) . o ) o o ) S Biennial.
and collectives with greater difficulty in gaining digital access. With participation of 87%, there was
verification that he company met 84% of its commitments.
Consultancy
actions Merco Talento survey carried out with a group of 1,300 employees in Spain with participation of Annual
almost 43%. )
> Employee’s Voice survey carried out in Chile as part of the Global FRC certification commitment. Biennial
Sent to 682 employees with the response rate of 47%. ’
> \Voluntary environmental days, informative assemblies, communication and disability campaigns, among Constant
others. ’
> Disclosure of Gas Natural Fenosa’s work in the field of Dual Vocational Training through specific Occasional
agreements with educational centres. ’
> Performance of 38 informative sessions in Spain as part of the Dialogue programme, in its different Occasional

Informative
actions

formats, with more than 1,500 participants.

> Performance of campaigns within the comprehensive health and welfare area focused on the
community: donation of organs and bone marrow; Solidarity Day; donation of blood and Kilometres for
Smiles, etc. In the international sphere activities targeted at the community in different countries are Constant.
performed. By way of an example, employees and their relatives take part in the “Circuit of Stations”
runs to encourage physical exercise.

> Application of the Aflora Plan, for guidance and support to employees with disabilities; and the Family

. . . . L Constant.

Plan, providing advice to relatives of employees with disabilities.
> Health campaigns related to prevention and healthy habits (prevention of lung cancer, active aging, etc.). Constant.
> 11 functional meetings with general managers, featuring participation by more than 2,200 employees. Occasional.

|

Gas Natural Fenosa believes that developing a climate of confidence with the
stakeholders is a determining factor for the success of its business plans and
for its social acceptance.
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> Main dialogue actions developed by Gas Natural Fenosa in 2017

(continuation)

Actions Frequency
Suppliers
> Continuation of the Key Account Supplier programme (KAS): relations with the most strategic suppliers to Constant
assess the structure of the current relationship, as well as to assess future actions. ’
> Comprehensive Contract Management (CCM) to perform closer monitoring of the most relevant Constant
contracts from both a strategic as well as an economic impact viewpoint. ’
> Establishment of two-way communication in the process of classification of suppliers through a
questionnaire which includes the Code of Ethics, environmental, social, governance, legal, prevention of Constant.
risks and quality standards.
Consultancy ] ] o ] ) )
actions Holding of meetings and close communication with the most relevant contracted Suppliers, to improve Constant
management of accreditation of labour and social welfare obligations of their workers. (Chile). '
> Implementation of logistic operator services into the process of substantiating terms of reference and Constant
prevention of occupational risks of their workers (Chile). ’
> Review of suppliers’ formal plans and actions in issues of health and safety (Chile). Occasional.
> Follow-up of presentation by suppliers of the Sworn Declarations of the Purchase Argentinian Work Legal Constant
Regime, with regard to participation in bids and later in the issue of orders (Argentina). '
> Communication to suppliers about the Commitment to Health and Safety Project: Safety days is carried Constant
out every month, Health and Safety Coordination Meetings and Safety Panels. (Moldova) ’
> Communication to suppliers about the Code of Ethics, the Supplier Code of Ethics and the Anticorruption Occasional
Policy of Gas Natural Fenosa (Moldova). ’
> Communication to suppliers in issues of road safety - corporate tips (Moldova). Occasional.
Informative
actions > Communication to suppliers about the company’s corporate changes (Chile). Occasional.
> Notification to suppliers about business courtesies, in line with the corporate responsibility policy, the Occasional
Code of Ethics and the Anticorruption Policy of CGE S.A. (Chile). )
> Communication to suppliers on the Commitment to Health and Safety project (Chile). Occasional.
> Prohuman Survey — in the context of Corporate Responsibility with CGE Suppliers (Chile). Occasional.
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> Main dialogue actions developed by Gas Natural Fenosa in 2017

(continuation)

Actions Frequency

Society

> Reception and analysis of 493 proposals for collaboration and services for organisations and institutions

. ) Constant.
to learn more about their projects.
> Ative participation at the Innovate4Climate, an international forum held in Barcelona which contributes Occasional
climate change solutions. '
Consultancy
actions
> Sponsorship, development and presentation of the Worldwide Status of CO, Emissions Report-2015, in Occasional
collaboration with the Empresa y Clima Foundation. '
> Active participation at the Conference of the Parties (COP) of the United Nations Framework Convention Occasional
on Climate Change (UNFCCC), known as COP23 and held in Bonn. ’
> Publication of 60 press releases on patronage and sponsorship activities (Spain). Constant.
> Participation on the workgroup of the London Benchmarking Group. Constant.
> Biodiversity report in digital and interactive format. Annual.
> Carbon footprint report in digital and interactive format. Annual.
> Water footprint report in digital and interactive format. Annual.
Informative > Environmental footprint report in digital and interactive format. Annual.
actions
> Participation as speaker at the Climate Change Cluster of Forética. Constant.
> Participation as speaker on the circular economy action group. Occasional.
> Organisation of conferences and challenges for World Water, Biodiversity and Environment Days. Occasional.
> Actions on the occasion of the World environmental day. Occasional.

> Publication of 60 press releases on patronage and sponsorship activities in Spain. Constant.
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The company's contributions
to the Sustainable
Development Goals

Sustainable
Development Goals

In August 2015, the United Nations
Organisation (UN) introduced the 2030
Agenda for Sustainable Development,
establishing 17 Sustainable Development
Goals (SDGs) and 169 related targets, of
an integrated and indivisible nature.

The SDGs replace the Millennium
Development Goals (MDGs) set in 2000
for 2015. Unlike the MDGs, which were
focused on developing countries, the
SDGs are universally applicable equally to
developing and developed countries.

The plan is being implemented by all
countries and stakeholders through

a collaborative partnership, engaging
leaders worldwide in a common action
and endeavour.



The 17 SDGs are as follows:
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GOODHEALTH QuALITY 5 BENDER B CLEAN WATER
EQUALITY AND SANITATION

AND WELL-BEING EDUCATION

DECENT WORK AND . 'I REDUCED
ECONOMIC GROWTH INEQUALITIES

i

1 CLIMATE 1 LIFE 1 PEAGE. JUSTIGE 1?

ACTION BELOW WATER AND STROKG

INSTITUTIONS

PARTRERSHIPS

FOR THE GOALS @-}

SUSTAINABLE
DEVELOPMENT

GLALS

The SDGs are predominantly targeted Furthermore, the "Additional Information”
at governments and administrations. chapter specifies which SDG and targets the
However, they also recognise the company contributes to, and whether this
fundamental role of companies in contribution is made directly or indirectly.

complying with the goals.
The table shown below represents

For the second year running, this Gas Natural Fenosa'’s contribution to the
report shows how Gas Natural Fenosa Sustainable Development Goals (SDGs).
contributes to achieving the SDGs. Thus, Specifically, the goals are broken down by

at the beginning of the relevant chapters each SDG to which the company is directly or
we give a brief description of how the indirectly contributing.

company contributes to these.

> Direct contribution: the company
carries out initiatives, programmes or
actions that contribute towards said
goal.

> Indirect contribution: the company
carries out initiatives, programmes or
actions that help achieve said goal, or
contribute to this goal through a third
party, such as the Gas Natural Fenosa
Foundation.

In August 2015, the United Nations Organisation (UN) introduced the 2030
Agenda for Sustainable Development, establishing 17 Sustainable Development
Goals (SDGs) and 169 related targets, of an integrated and indivisible nature.
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> ) Gas Natural Fenosa's contribution to the Sustainable Development Goals

How Gas Natural Fenosa
Sustainable Development contributes (Direct contribution /
Goals and aims Indirect contribution)

SDG 1: No poverty

By 2030, to eradicate extreme poverty for all people in the world, currently measured by a person having income of .
Indirect.
less than US$1.25 a day.

By 2030, to halve the proportion of men, women and children of all ages living in any kind of poverty according to

national definitions. Indirect.
By 2030, to foster the resilience of the poor and of people in vulnerable situations and to reduce exposure and Indirect
vulnerability to extreme climate-related events and other economic, social and environmental crises and disasters. '
SDG 3: Good health and well-being

By 2030, to reduce premature mortality from noncommunicable diseases by one third through prevention and Direct
treatment, and promote mental health and well-being. '
By 2020, to halve the number of deaths and injuries caused by traffic accidents in the world. Direct.
SDG 4: Quality education

By 2030, to ensure that all children finish their primary and secondary education, an education that must be free, fair, Direct
quality based, and produce relevant and effective learning outcomes. '
By 2030, to ensure that all children have access to healthcare and development during early childhood, and quality Indirect
preschool learning so they are ready for primary education. ’
By 2030, to substantially increase the number of young people and adults who have the necessary skills, especially Direct
technical and professional, to find decent jobs and encourage entrepreneurship. ’
By 2030, to ensure that all students acquire the knowledge and skills necessary to promote sustainable

development, including education for sustainable development and the adoption of sustainable lifestyles, human Indirect

rights, gender equality, promoting a culture of peace and non-violence, world citizenship and appreciation of cultural
diversity and the contribution of culture to sustainable development, among other means.

To build and adapt schooling facilities that meet the needs of children and persons with disabilities and which are
responsive to issues of gender, offering environments that provide safe, non-violent, inclusive and effective learning Direct.
for everyone.

By 2020, to substantially increase the number of scholarships available to developing countries worldwide, particularly
the least developed countries, small island developing states and African countries, so that their students can enroll

in higher education programmes, including vocational training programmes and technical, scientific, engineering and
information technology and communications programmes, in developed countries and other developing countries.

Direct.
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> Gas Natural Fenosa’s contribution to the Sustainable Development Goals
(continuation)

How Gas Natural Fenosa
Sustainable Development contributes (Direct contribution /
Goals and aims Indirect contribution)

SDG 5: Gender equality

To end all forms of discrimination against all women and girls worldwide. Direct.

To eradicate all forms of violence against all women and girls in the public and private sectors, including trafficking

L o Direct.
and sexual exploitation and other forms of exploitation.

To ensure the full and effective participation of women and equal opportunities for leadership at all levels of decision-

making in the political, economic and public life. rect

SDG 6: Clean water and sanitation

By 2030, to improve water quality by reducing pollution, elimination of dumping and minimisation of the discharge
of hazardous materials and chemicals, halving the percentage of untreated sewage and a substantial increase in Direct.
recycling and reuse under conditions of safety worldwide.

By 2030, to substantially increase the efficient use of water resources in all sectors and ensure the sustainability
of the extraction and supply of freshwater to address water scarcity and substantially reduce the number of people Direct.
suffering from water shortages.

By 2020, to protect and restore waterrelated ecosystems, including forests, mountains, wetlands, rivers, aquifers

and lakes. Direct.
SDG 7: Affordable and clean energy

By 2030, to ensure universal access to affordable, reliable and modern energy services. Direct.
By 2030, to substantially increase the share of renewable energy in the overall energy sources. Direct.
By 2030, to double the worldwide rate of improved energy efficiency. Direct.

By 2030, to expand infrastructure and to improve technology for the provision of modern and sustainable energy
for everybody in developing countries, particularly the least developed countries, small island developing states and Direct.
landlocked developing countries, in harmony with their respective aid programmes.
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> Gas Natural Fenosa's contribution to the Sustainable Development Goals
(continuation)

How Gas Natural Fenosa
Goals and aims Indirect contribution)

SDG 8: Decent work and economic growth

To achieve higher levels of economic productivity through diversification, technological modernisation and innovation,

. . . . . Direct.
among other things focusing on sectors with value-added and intensive manpower use.

To gradually improve, for 2030, the production and efficient use of global resources, and strive to decouple economic
growth from environmental degradation, in accordance with the ten-year framework of programmes on sustainable Direct.
consumption and production, starting with developed countries.

By 2030, to achieve full and productive employment and ensure decent work for all men and women, including young

persons and people with disabilities, and equal pay for work of equal value. rect

By 2020, to substantially reduce the proportion of young persons who are not employed and not in education or

' L Direct.
undergoing training.

To take immediate and effective measures to eradicate forced labour, end modern forms of slavery and trafficking in
human beings, and secure the prohibition and elimination of the worst forms of child labour, including the recruitment Direct.
and use of child soldiers, and end all forms of child labour by 2025 at the latest.

To protect labour rights and promote a safe and secure workplace for all workers, including migrant workers,

! . . ; . Direct.
particularly migrant women and people with precarious jobs.
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> Gas Natural Fenosa’s contribution to the Sustainable Development Goals
(continuation)

How Gas Natural Fenosa
Sustainable Development contributes (Direct contribution /
Goals and aims Indirect contribution)

SDG 9 :Industry, innovation and infrastructure

To develop reliable, sustainable, resilient and quality infrastructures, including regional and cross-border
infrastructures, to support economic development and human well-being, with a special emphasis on fair and Direct.
affordable access for all.

To increase scientific research and improve the technological capacity of the industrial sectors of all countries,
particularly developing countries, inter alia by encouraging innovation and substantially increasing the number of
people working in the field of R&D for every one million people, and increasing expenditure on R&D of the public and
private sectors by 2030.

Direct.

To facilitate the development of sustainable and resilient infrastructures in developing countries with greater financial,
technological and technical support towards African countries, the least developed countries, landlocked developing Direct.
countries and small island developing states.

SDG 10: Reduced inequalities

By 2030, to enhance and promote the social, economic and political inclusion of all persons, regardless of age, sex,

A R " ; Direct.
disability, race, ethnic origin, religion or economic status or other factor.
To ensure equal opportunities and reduce inequality of results, in particular by removing laws, policies and Direct
discriminatory practices, and promoting laws, policies and appropriate measures in this regard. ’
SDG 11: Sustainable cities and communities
By 2030, to ensure all people have access to housing and adequate, safe and affordable basic services and to Direct

upgrade slum areas.

By 2030, to provide access to transportation systems that are safe, affordable, accessible and sustainable for all,
and improve road safety, in particular by expanding public transport, with particular focus on the needs of vulnerable Direct.
people, women, children, people with disabilities and the elderly.

To redouble efforts to protect and safeguard the cultural and natural heritage of the world. Direct.

By 2030, to reduce the per capita negative environmental impact of cities, even paying particular attention to air

) - Direct.
quality and management of municipal waste and other types of waste.
By 2020, to substantially increase the number of cities and human settlements that adopt and introduce integrated
policies and plans to promote inclusion, the efficient use of resources, mitigating climate change and the adaptation Indirect

to this, and disaster resilience; and to develop and implement -in line with the Sendai Framework for Disaster Risk
Reduction 2015-2030- the comprehensive management of disaster risk at all levels.
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> Gas Natural Fenosa'’s contribution to the Sustainable Development Goals

(continuation)

How Gas Natural Fenosa

Sustainable Development contributes (Direct contribution /

Goals and aims

Indirect contribution)

SDG 12: Responsible consumption and production

By 2030, to achieve sustainable management and efficient use of natural resources. Direct.
By 2030, to substantially reduce waste generation through policies of prevention, reduction, recycling and reuse. Direct.
To encourage enterprises, especially large enterprises and transnational corporations, to adopt sustainable practices Direct
and incorporate information on sustainability in their reporting cycle. ’
By 2030, to ensure that people worldwide have information and knowledge relevant to sustainable development and Direct
lifestyles that are in harmony with nature. ’
SDG 13: Climate action

To strengthen resilience and adaptability to climate-related risks and natural disasters in all countries. Indirect.
To improve education, awareness and human and institutional capacity in mitigating climate change, adaptation to Direct
this, reducing its effects and early warning. ’
SDG 14: Life below water

By 2025, to prevent and significantly reduce marine pollution from all sources, particularly pollution from land based Direct

activities, including marine debris and nutrient pollution.

The SDGs are predominantly targeted at governments and administrations.

However, they also recognise the fundamental role of companies in complying

with the goals.
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> Gas Natural Fenosa’s contribution to the Sustainable Development Goals
(continuation)

How Gas Natural Fenosa
Sustainable Development contributes (Direct contribution /
Goals and aims Indirect contribution)

SDG 15: Life on land

By 2020, to ensure the conservation, restoration and sustainable use of terrestrial and inland freshwater ecosystems
and the services they provide, in particular forests, wetlands, mountains and arid areas, in line with obligations under Direct.
international agreements.

By 2020, to promote the sustainable management of all types of forests, stop deforestation, restore degraded

A . ; ; Direct.
forests and increase afforestation and reforestation worldwide.
By 2030, to ensure the conservation of mountain ecosystems, including biological diversity, to improve their ability to Direct
provide essential benefits for sustainable development. '
To take urgent and meaningful measures to reduce degradation of natural habitats to halt the loss of biodiversity and, Direct
by 2020, protect endangered species and prevent their extinction. '
To mobilise and significantly increase financial resources from all sources to conserve and sustainably use Direct

biodiversity and ecosystems.

To mobilise a significant volume of resources from all sources and at all levels to finance sustainable forest
management and provide appropriate incentives to developing countries to promote such management, particularly Direct.
with a view to conservation and reforestation.

SDG 16: Peace, justice and strong institutions

To significantly reduce all forms of violence and related mortality rates worldwide. Indirect.
To end the abuse, exploitation, trafficking, torture and all forms of violence against children. Indirect.
To substantially reduce all forms of corruption and bribery. Direct.

SDG 17: Partnerships for the goals

To mobilise additional financial resources from multiple sources for developing countries. Direct.

To respect leadership and the regulatory margin of each country to establish and implement policies aimed at

o . . Direct.
eradicating poverty and promoting sustainable development.

To strengthen the Global Partnership for Sustainable Development, complemented by multi-stakeholder partnerships
to mobilise and promote the exchange of knowledge, technical expertise, technology and financial resources to Indirect.
secure the objectives of sustainable development in all countries, particularly developing countries.

To encourage and promote the creation of effective partnerships in the public, public-private and civil society spheres,

. : . . e Direct.
drawing on the experience and the strategies to obtain resources from associations.




1969
Llegada del gas

natural a Espana

Until that time, the gas that was distributed was a
manufactured gas that was produced in factories
and which was more polluting. To introduce natural
gas, it provided the impetus for the construction
of a regasification plant in Barcelona port, a
commercialisation network in the area and the
first Spanish methane tanker: Laieta. In February
1696, liquefied natural gas from Libya began to be
received.

This advance was the trigger for the
growth of gas distribution networks
in Spain.

years full of history
and energy
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Service Excellence

[103-1], [103-2] and [103-3]

(Customer attention and satisfaction)
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The customer is the focal point of
operations at Gas Natural Fenosa.
Through active dialogue, the
company seeks to provide the
customer with a swift and efficient
response, providing an excellent
service and customer experience
which in addition to complying

with the legal requirements is in
accordance with the customer'’s
needs and which complies with the
undertakings voluntarily assumed by
the group.

> ) Commitments and principles of responsible action with customers

> Working towards ongoing improvement of safety, reliability and
competitiveness of all products and services, offering the highest
possible level of quality in accordance with the best available
techniques.

> Fostering active and two-way communication that allows us to

understand the expectations and opinions of customers and to adapt

the responses of Gas Natural Fenosa to their needs.

> Facilitating the administrative needs of customers through simple
and efficient operations.

> Offering innovative products and services that encourage energy

efficiency and which contribute towards the sustainability of society.

Diversifying and extending the commercial offer to include products
and services of high value-added that respond to the evolving needs
of customers.

Applying technological innovation and the technical enhancements
available as a means of maintaining an efficient, safe and sustainable
supply.




The customer as the

The customer, centre of Gas Natural

needs, thereby being committed to
focal poin’[ innovation whilst complementing
traditional products.
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With the focus on the customer, in 2017
efforts have been made to digitalise

the current services, and we have been
working on the universalisation of the

Fenosa's operations, is one of the values To provide an excellent service and offer measurement of Net Promoter Score

that guides the company’s way of working. an effective response, the company has (NPS) at all points of contact with the
adopted a proactive focus to improve the customer.

Gas Natural Fenosa seeks to distinguish service quality and operational efficiency

itself through the development of products of its processes.

and services adapted to its customers’

> ) Value actions

Proposed actions 2017

Planned actions 2018

Continuing to make progress in the Customer Experience and

Advocacy projects and in group complaints.

New Wholesale Virtual Office.

Implementing the joint project with Repsol for LNG stations in

the main points of the Spanish transport network.

CeX advanced training.

Customising management to high-value SME customers.

Greater dissemination of knowledge about the sector,
company and products and services.

Developing new interactive tools for flexible procurement that

respond to the needs of the new organised market.

Consolidation of personal experimentation of the customer
reality.

Developing new value-added services that respond to
environmental requirements driven by regulation and social
awareness on energy saving and environment.

Visible commitment.

Practise on improving end customer'’s experience.

Recognition / Pride of belonging.

Evolution trips and measurement.

COMeX consolidation.

Roll-out of the Partners programme.

Raising awareness of the centrality of the customer to our
business.

Development of the new wholesale Virtual Office.

Level of fulfilment: + Finalised. + Major progress. Intermediate progress. + Little progress. + Not started.
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> ) Gas Natural Fenosa's contribution to SDG 7: Affordable and clean energy

The seventh Sustainable Development Goal (SDG) set by the United With regard to service excellence, Gas Natural Fenosa shows its
Nations Organisation is upheld on the basis that “a well-established commitment to this goal by carrying out projects in several areas: LNG,
energy system supports all sectors: from businesses, medicine and development of renewable energy products and services for private
education to agriculture, infrastructure, communications and high- customers and companies.

technology” One in five people around the world live without electricity.

> ) Gas Natural Fenosa's contribution to SDG 12: Responsible consumption and production

The twelfth Sustainable Development Goal (SDG) set by the United With regard to service excellence, Gas Natural Fenosa carries out its
Nations Organisations is upheld on the basis that “should the global activity with a commitment to responsible production and consumption
population reach 9.6 billion by 2050, the equivalent of almost three that goes beyond its performance as a company. Thus, Gas Natural
planets could be required to provide the natural resources needed to Fenosa provide its customers with information concerning their energy
sustain current lifestyles” consumption so that they can take decisions leading to energy savings.

Full, effective and efficient
commercial supply

Gas Natural Fenosa’'s commercial offer is restricted solely to the supply of gas and
targeted at homes, businesses and major electricity, but encompass other aspects.
customers. The products offered are not

> ) Products and services adapted to customers' needs

Homes Businesses Major customers

Natural gas and electricity. Gas, electricity and LNG.

Services. Efficiency and sustainability.

Equipment. Services with value-added.

Energy saving and efficiency. Customised management.

Energy solutions.
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The development of new products
is based on the needs detected
through the mechanisms enabled
by the company. The commercial
supply seeks efficacy and efficiency
above other factors. Efficacy, to
satisfy customers’ demand; and
efficiency, to achieve the maximum
competitiveness.

Gas and electricity supply points (thousands)

23,794

In 2017, we have completed the
commercial catalogue with new
tariffs and new types of services
that allow us to offer the customer
a broader range of choice on to find
more appropriate solutions to their
household needs. We have also NB: At 31 December 2017, the non-current assets for sale corresponded to the businesses of gas distribution and
redesigned promotions by applying commercialisation in Italy; gas distribution and commercialisation in Colombia; electricity distribution in Moldova, and electricity
benefits according to customers’ generation in Kenya. For this reason, information pertaining to the said businesses is not included here.

The consolidated income statement and operating income for 2016 have been re-stated due to the discontinuity of the gas

distribution business in Italy and in Colombia, of electricity distribution in Moldova, gas commercialisation in Italy and electricity
generation in Kenya, in application of IFRS 5.

2015 2016 2017

characteristics and habits.

Gas and electricity supply points (thousands)

10,491
7447
5,371
3,721
2,857
1,651 1090 1773 l
. 228 ool o 602 W 0 0 641 4 0
Argentina Brazil Chile Spain Mexico Panama Peru Total
W Gas.
Electricity.

NB: At 31 December 2017, the non-current assets for sale corresponded to the businesses of gas distribution and commercialisation in Italy; gas distribution and
commercialisation in Colombia; electricity distribution in Moldova, and electricity generation in Kenya. For this reason, information pertaining to the said businesses is not
included here.

The consolidated income statement and operating income for 2016 have been re-stated due to the discontinuity of the gas distribution business in Italy and in Colombia,
of electricity distribution in Moldova, gas commerecialisation in Italy and electricity generation in Kenya, in application of IFRS 5.
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Gas and electricity customers (thousands)* [eus;

Gas customers 2017 2016 2015
Last resort tariff 1,306 1,337 1,392
Deregulated market (consumption >50,000 kWh/year to 500 MWh/year in high pressure and up to

1,000 MWh/year in low pressure) 31 32 33
Deregulated market (rest consumption) 2,904 2,893 2,909
Total 4,241 4,262 4,334
Electricity customers

Last resort tariff/PVPC 2,257 2,313 2,385
Deregulated market (power <10kW) 2,067 1,970 1,882
Deregulated market (power >10kW and sales to 0.75 GWh) (SMEs and others) 281 285 299
Total 4,605 4,568 4,567

"Figures from Spain and Portugal.



Quality and reliability of
service

[103-1], [103-2] and [103-3] (energy access)

Maintenance of the gas and electricity
facilities is an essential aspect within Gas
Natural Fenosa's mission to achieve a level
of quality and reliability of the service that
satisfies customers and enables us to
comply with the regulatory requirements
of the countries where we operate and
with the most demanding standards of the
industry.

> ) Asset Maintenance Plan

This plan covers the maintenance cycle of an asset in all phases,

setting out five stages:

The aim of maintenance is to improve
the safety and reliability of gas and
electricity networks, and to maintain a
high level of service quality.

Gas Natural Fenosa employs modern
and innovative methods and work
equipment that are included in safe and

efficient work and operation procedures.

The company also encourages close
collaboration with contractor companies
in the permanent quest to achieve best
practices in the development of its
activity.

SE—

T T
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The aim of
maintenance is to
improve the safety
and reliability of

gas and electricity
networks, and to
maintain a high level
of service quality.

Moreover, it lays down the criteria for the definition of preventive

maintenance of all assets. In this respect, the company determines:

> Assets subject to the Maintenance Plan.

> Classification based on risk criteria of the facilities.

> Types of maintenance to be performed with the same family of

assets.

> Regularity of maintenance based on the classification of

equipment.

> Operation to be performed for each kind of maintenance.

> Model to be followed to ensure quality of operations, by analysing

the results of maintenance and reviewing the maintenance plan,
where appropriate.

To monitor and control the maintenance plans, each business has a
computer tool where the company logs all of its assets, programmes

> 1
Feview of Plannin
the plan. anning.
Asset
Maintenance 2
4 Plan )
Assessment. Programming
and execution
of preventive
maintenance.
3
Execution
of proper

maintenance.

annual planning and, subsequently, monitors what has actually been

carried out.

These plans also include activities to frequently assess the integrity
of assets, using a risk assessment and management model. Potential
threats identified are those associated to third-party rupture, corrosion,

design factors and external actions.
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The preventive and corrective
maintenance procedures are
frequently subject to reviews by the
Technical Quality, Safety, and Internal
Auditing, Compliance and Control
divisions.

The maintenance actions performed
by the company are reflected in

the evolution of the main quality/
service indicators, which have
revealed a notable improvement

in recent years. These indicators
measure, inter alia, response times
to a notification of a malfunction

or anomalous situation affecting

the grid, the stoppage time per
customer or installed power, and the
number of incidents per kilometre
of grid.

To guarantee the demand-based
supply, Gas Natural Fenosa also has
demand peak management systems,
including the Peak Shaving plant

2017 Corporate Responsibility Report

that the company operates in Buenos
Aires (Argentina) and which enables
winter demand peaks in this city to be
modulated.

Furthermore, in electricity distribution,
Gas Natural Fenosa partakes in several
R&D& projects for storage of energy
in batteries, the development of

smart grids, the application of drones
to the maintenance of high voltage
installations and the introduction of
predictive maintenance techniques for
the main grid equipment.

In 2017, the main investment

projects undertaken in Latin America
were the renewal of the gas network
in Argentina (24.6 km), Mexico

(46.1 km, mainly in Monterrey) and in
Brazil (40 km in Rio de Janeiro); the
renewal of connections in Argentina
(12,481 connections in Buenos Aires),
Mexico (5,190 connections) and Brazil
(1,643 connections).

Installed capacity equivalent interrupt time (ICEIT) (hours)*

[EU-29]

69.9 ©

33.2

2015 2016

Colombia. B Spain. B Moldova.

Panama.

39.3

In Panama we continue to introduce the
2014-2018 plan agreed with the regulator
to improve supply quality and increase
grid capacity. In 2017, we can highlight the
commissioning of the 220/115/13.8 kV
Burunga substation and the 115/13.8 kV
ElTorno substation, along with the 34.5 kV
Changuinola line.

Moreover, in Chile we continue with

a project that is specifically focused

on improving the quality of electricity
supply, the main action lines of which are
the strengthening and increase of grid
automation, the application of new fault
and diagnostic detection methods, and
the modernisation of criteria and systems
of grid operation. Specific actions also
took place in 2017 to avoid possible risks
of fire, and to this end improvement
actions have been introduced along 7745
kilometres of medium voltage grid that
passes through forestry areas.

*Figures relative to the electricity business.

NB: At 31 December 2017, the non-current assets for sale corresponded
to the businesses of gas distribution and commercialisation in Italy; gas
distribution and commerecialisation in Colombia; electricity distribution in
Moldova, and electricity generation in Kenya. For this reason, information

2017

m Chile.

pertaining to the said businesses is not included here. Operating income
for 2016 has been re-stated due to the discontinuity of the gas distribution
business in Italy and in Colombia, of electricity distribution in Moldova, gas
commercialisation in Italy and electricity generation in Kenya, in application
of IFRS 5.



Frequency of electrical power cuts (No. of interruptions by customer)* [euzs

8766

22.49

22.78

B Moldova.

Colombia. B Spain.

Products and services
adapted to customers’
requirements and priorities

Gas Natural Fenosa's commercial
strategy pays special attention to
current customer satisfaction, as well
as optimisation of the commercial
supply.

The loyalty schemes are targeted at
contributing towards the customer’s
welfare, while also enabling the
company to generate security and

trust in management. The expectations
generated by the customer must
respond with growth in customer care,
innovation and covering the customer's
needs with value-added proposals, both
in the field of energy as well as services,
incorporating new customer relation
models that allow digitalisation.

Gas Natural Fenosa therefore employs
specific tools and plans to find out the
customer's needs and priorities, in order
to adapt the products and services to
their expectations.

During 2017 the company has continued
to perform major research work to meet
the needs of its customers.

Service Excellence 137

*Defined as the average number of interruptions which a customer
experiences or SAIFI (System Average Interruption Frequency Index):
Total no. of interruptions to customers/Total no. of customer supplied.
Customers have been assimilated to supply points..

23.43

NB: At 31 December 2017, the non-current assets for sale corresponded
to the businesses of gas distribution and commercialisation in Italy; gas
distribution and commercialisation in Colombia; electricity distribution in

of IFRS 5.

Panama. B Chile.

During 2017 and in the constant quest
for improvement, we have conducted
some research work and consulted
different clients of VNG, individuals and
professionals. There are indicators that
contribute to satisfaction with the use of
our Service Stations / Gas Natural Fenosa
Cards and which assist us with proposals
for the study and analysis of feasibility
and introduction of the same.

Standard solutions (tertiary
market and retail business energy
solutions)

Gascomfort is a production plant
optimisation service through the
renewal/transformation of the room and
comprehensive management throughout
the contract. This is the most important
product of our portfolio, with more than
3,200 contracts. This service is targeted
at both the industrial and tertiary sector
as well as communities of neighbours.

Distribution/Rehabilitation & Comfort.

A service for communities of neighbours
that have a centralised boiler which
enables individual reading of each
neighbour heating and hot water
consumption, so that they only pay what

Moldova, and electricity generation in Kenya. For this reason, information
pertaining to the said businesses is not included here.

The consolidated income statement and operating income for 2016 have
been re-stated due to the discontinuity of the gas distribution business

in Italy and in Colombia, of electricity distribution in Moldova, gas
commercialisation in Italy and electricity generation in Kenya, in application

they actually consume. As well as
the main methods of insulating the

property.

Bio+a option. Comprehensive service
that enables customers that do not have
access to the natural gas network, not
only to renew the facilities so that they
work with biomass but also access to
comprehensive management and a
guaranteed supply of ENplus certified
biomass.

> Guarantee of supply.
> 100% renewable energy.

> Free of charge processing of
subsidies.

> Optimum consumption.

> Improved comfort and
performance.
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Smart Energy Tool. It is an energy
assessment service that enables the
customer to analyse their energy
consumption data, providing them with
useful information for their business.

> Informative alerts.
> Regular reports.
> Technical support.
> Digital platform.

Operational efficiency
iIn customer relations

Efficiency of actions with the customer
leads to mutual benefits. For the
company, the commercial costs of

2017 Corporate Responsibility Report

capture are reduced, along with the
costs of the different processes; while
for the customer, the resolution times
of any enquiries or complaints are
reduced.

One example of efficient practices can
be seen in the Omnichannel project,
which aims to have a 360-degree view
of the customer across all service and
commercialisation channels. This allows
us to provide a coherent, consistent
and continuous offer to the customer
and improve their experience in the
process of buying or customer service.

Furthermore, the use of mobile

devices means we can deal with the
service demands of customers in the
shortest possible time, by being able

to notify the field technician through
the operations attention platform,
thus considerably minimising
waiting times. The technician has
online information on the spare
parts required to repair the fault as
quickly as possible, and with a higher
level of information. Moreover, the
processing of capturing readings
through a mobile phone facilitate
customer management and the
reliability of information to avoid
estimations.

> ) Zeus corporate platform

Zeus is intended to provide a global and unique reference model. It
is based on the homogenisation of distribution processes affecting
consumers and on unifying the systems platforms that support these.

Zeus aims to improve the management of more than 18 million supplies,
optimise 20 existing systems and facilitate the work of 6,000 employees
and partner companies. It also integrates 36 distributors and improves
the service of close to 18 million customers in Spain and in Latin
America. All this thanks to a team of more than 300 people in eight
countries, which for months has been working to obtain a single model
based on best practices.

> ) Mobility Management

New mobility platform that will be introduced in all countries and which
will replace the existing mobility systems. In 2017 Mobility Management
is already operational in the Registration and Commissioning inspection
process of the gas business in Spain, and is in the development stage in
the electricity business in Spain to bring it into line with the ZEUS GPS
operations.

Zeus has been divided into two projects:

> Zeus EPS: ensures the development, adaptation and growth of new
supply points, working from the potential and pursuing the creation
of opportunities before the service has been contracted through
to activation as a supply point. In 2017, it became operational in the
gas businesses in Spain, Brazil, Colombia and Mexico, and in the
electricity business in Spain. It is scheduled to be introduced in
Argentina during 2018-2019.

> Zeus GPS: this starts from activation of the supply point, covering
associated operations, seeking efficiency and optimising the time
and effort that will result in a better customer experience. In 2017,
it became operational in the gas business in Spain, and is gradually
being introduced into the electricity business in Spain.

The project aim is to minimise the times of performing operations and
allow greater flexibility. It allows users to arrange their service and
operation demands more efficiently in terms of date and time, reducing
errors arising from the use of paperbased systems and resolving online
incidents quicker.




Innovative products and
services
[102-7]

With the aim of increasing its
commercial offering as much as
possible and maintaining customer
loyalty, Gas Natural Fenosa

offers value added products and
services on top of the gas and
electricity supply. These services
allow customers to manage their
domestic and business needs in a
comprehensive way, helping them to
be efficient in their energy usage.

In 2017 we have consolidated the
catalogue of products and services
for residential and SME customers
with new energy tariffs and types
of maintenance that include smart
devices.

Customer service

Gas Natural Fenosa has developed
a more personal and customised
model, helping customers to feel
more satisfied with the customer
service provided by the company.

The customer service channels made
available by Gas Natural Fenosa

are for the purpose of offering a
customised service that provides

a rapid response to their needs

and guarantees optimum customer
service.
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> Innovative products and services of

Gas Natural Fenosa noz

Residential

Eco GasTariff.

In 2017 we launched the first gas ECO

tariff in the market, with a stable price per
kWh for one year, aimed at customers with
greater sensitivity to environmental issues
and who seek solutions to ensure that their
consumption uses energy generated by
renewable sources and which are sustainable
with the environment.

Servigas Comfort.
New type of gas maintenance that incorporates
a smart thermostat service (TADO) to control

SMEs

ECO Business Plan.

2017 saw the launch of the ECO electricity offer
for businesses that want 100% of their energy
to be from a renewable source.

Fixed ECO Gas Plan.
In 2017 also launched an ECO gas offer for
those customers that are more sensitive to
environmental issues.

Energy saving service.
We have extended the service by adding
recommendations to customers on their most

Wholesale

LNG Bunkering.
Product targeting at large consumers of gas in
maritime transport.

Gas and electricity coverage.

Transactions agreed directly with the customer
and which are settled by differences. These
enable the price to be set beforehand,
removing uncertainties.

heating from a mobile phone and enable
more efficient use of consumption.

Servielectric Comfort.

New type of electricity maintenance that
incorporates a smart thermostat (TADO)
to enable a mobile phone to be used to
control air conditioning or heat pump
devices, enabling more streamlined and
efficient use of heating and cooling.

appropriate tariff based on their hourly
consumption profiles, and informing
them on how to distribute their
consumption by periods.

Service for the adaptation of
electricity facilities.

We have launched a service that offers
the customer the possibility of modifying
their electricity facilities to adapt them to
the optimum power they need.

CO, management.

Compensation of the Carbon Footprint
of a product, service, event, activity or
organisation, and neutralisation of the
equivalent CO, emissions.
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> ) Customer service model

Gas Natural Fenosa has developed a new customer service model in
Brazil, Chile, Colombia, Spain, Mexico, Panama and Portugal.

This new model is divided into three parts:

> Operational and training model: the aim is to anticipate customers’
needs.

> Technological model: this involves a major technological renewal in
the implementation.

> Economic model of procurement: we have opted for a partnership
model with suppliers worldwide and an alignment of objectives.

> ) Provision of customer service at Gas Natural Fenosa

Customer service channels and personal managers.
Trained to offer the customer a customised and efficient treatment, and
equipped with the most modern technologies.

Guarantee office.
Responsible for dealing with those organisations that represent
customers.

Website and Virtual Office.

These enable both new customers as well as existing customers to
contract energy and services online 24x7 (in Spain). In addition, they
facilitate the most usual operations of customers in an accessible,
expeditious, intuitive way and from any device (checking bills, reading
meters, payments, modification of details, etc.) both as a registered
customer as well as without the need for registration.

Sales and customer service centres.

During 2017, we have introduced the active sale of energy products and
services, when in previous years these were reactive sales, so we can
therefore talk about customer service and sales centres.

To ensure that this increase of commercial actions has no negative
effect on the quality of customer service, we have undertaken a
sales skills course at the customer service centres, together with the
Extended University.

Finally, as part of the TESEO project, we have intensified actions to
guarantee that the centres are accessible to the physically disabled. All
centres currently have glasses for customers with visual impairments,
to enable them to read small print, and 63% have access ramps. The
three flagship centres will have, from October onwards, an exclusive
video-conference system so that customers that have hearing
impairments can communicate with the manager of the centre in sign
language through a video interpreter.

As regards the number of centres, this has remained stable with regard
to 2016, and we have centres in all capital cities of the provinces as well
as in the major cities.

¥ Gas Natural Fenosa has developed a new customer service model in Brazil,
Chile, Colombia, Spain, Mexico, Panama and Portugal.
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> ) Comercializadora Mayorista Ibérica Inmersions (CMI)

In 2017, we launched the Commercial Immersions project to propitiate a
visit to the customer by all members of GNCOM.

Since the project kick-off, the team of commercial managers has
planned 126 visits to customers accompanied by a back-office
member, for the purpose of getting first-hand customer experience
and gaining further knowledge. 79% of planned visits have been
carried out.

Each visit has been scored using a personalised questionnaire to get
feedback about the initiative and its objectives. Each questionnaire has
been carried out by the customer, the manager and the guest back-office
member. Average satisfaction obtained by participants is 9.4 out of 10.

Assessment of customers (0-5):

> CMI customer focus: 4.44;

> CMl ongoing improvement: 4.37.

Assessment of employees (0-5):

> Satisfaction with the experience: 4.71.

> Clarity of the purpose: 4.78.

> Preparation of the meeting: 4.67.

> Compliance with the objective 4.73.

> CMI customer focus: 4.57

This project forms part of the set of actions focused on raising
employees' awareness about the importance of placing the customer

at the centre of all activity and thus strengthening the customer
experience in each of their interactions with the company.

In addition, wholesale customers

have other alternative channels, such as
the exclusive telephone helpdesk, the
24-hour telephone helpdesk to deal

with incidents, and the email address
satenciong@gasnaturalfenosa.com,

the private online customer area
www.grandesclientes.gasnaturalfenosa.es

In order to improve and simplify the
customer service process, Gas Natural
Fenosa is developing different projects
that seek to provide the customer with a
personalised approach that satisfies their
needs. Accordingly, in the fourth quarter
of 2016, we launched the Commercial
Immersions project to propitiate a
commercial oversight to all members of
Gas Natural Comercializadora Mayorista
(GNCOM).

At the end of the calls, there is a system
to check the customer's satisfaction with
the outcome. Using the Net Promoter

Score (NPS) tool, the customer completes
a questionnaire on the service received
and their satisfaction with it. This helps us
to correct internal actions, measure the
levels of customer service and extrapolate
what we have learned. Customers who
believe their query has not been resolved
are automatically redirected to the
platform.

Furthermore, for the sixth year running,
the company has continued to provide
the Energy Class service, a pioneer

in the energy sector and which offers

an exclusive service to the company's
major customers. In 2017 over 104,000
gas and electricity customers enjoyed
preferential treatment and advice on their
energy supply and management of their
contracts.

It should be noted that in 2017 we
introduced several improvements in Spain
in the field of customer service:

Customer service in new languages
(Galician and English).

Language automation in SMS.

Bill management through the online
channel.

The introduction of the Interactive
Interactive Intelligence (ININ), making
self-service possible for meter
reading and improvement of email
management.

Specific Customer Service for
vulnerable customers.

|dentification of intensive customers
and their pattern of behaviour.

Smart routing and problem-solving
Interactive Voice Response (IVR).
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> ) Customer service improvements in Latin America for 2017

Argentina.

Within an economic context of high inflation and restrictive economic
activity, the conferral of credit facilities for the financing of internal ones
was implemented, targeted at sectors with fewer resources.

Several services were introduced this year for the purpose of improving
customer service. Of particular importance is the possibility of paying
defaulted bills through external channels, to standardise their debt
situation.

Moreover, we introduced home management of debt to enable the
customer to standardise their debt situation before they ceased to be a

customer.

Lastly, we increased both the numbers of persons as well as face-to-

face and telephone channels to provide a better service to the customer.

Brazil.

During 2017 we have introduced the complaints project, which revolves
around multidisciplinary work panels that enable problems to be
identified, review processes and encourage actions focused on the
customer to improve the services provided by the company. The panels
are formed in accordance with each subject matter.

The "Forum de Escuta” project continues in 2017, organising
committees every 15 days to analyse the demands of the telephone
helpdesk and propose process improvement actions. The meetings
feature participation by the areas involved in the customer care process
and the recording of customer calls serves to analyse and detect any
anomalies and to apply corrective, preventive and improvement actions.

In the Customer Experience project, the company set up a space
targeted at the exchange of personal or third-party experiences related
to the customer experience.

Throughout 2017 the group implemented telephone helpdesk units
to deal with enquiries about bills and also to clear up any doubts
customers have with regard to the new periodic review model.

The Open Dialogue project continues year after year for the main
purpose of guaranteeing the approach and transparency in the
company'’s dealings with consumer protection organisations,
strengthening its association with consumer defence and protection
organisations.

Colombia.

In Colombia we created the “Consumption Simulator” tool through
which customers can calculate their household consumption
online.

At the end of June 2017 we introduced the Multi-subsidiary project in
the face-to-face channel under the motto “Now we are one in Face-
to-Face Customer Service in Colombia’ to provide service to all PQRs
(Residential-Commercial Customers).

At the end of October, we opened the Supercade Engativa that
benefits more than 800,000 inhabitants of the municipality based on
the analysis and studies conducted by the Mayorship of Bogota.

Mexico.

During 2017, as part of the CeX programme, specific actions focused
on the customer have been introduced to show the commitment
and participation of all levels of the company, such as the following:
customer time, call recording forum, work panels to deal with
complaints, mystery shopper, customer service process capsules,
customer focus groups and “| Contract” customer journey.

During 2017 we finished building the “Simdn Bolivar” flagship centre
of the north zone, with more than 300 m?, to provide customer
service. The Centre has six automatic ATMs and a room for continuous
training of our customer service staff.

We have also finished building the Mochis Sinaloa Customer Service
Centre, the first centre for the new North West and Sinaloa zone.

Panama.

In 2017 we opened a new customer service centre in Almirante.
We also extended the payment centres throughout the country, to
facilitate access to customers, and payment can be made through
the ATMs. Lastly, we increased the use of the row handlers at the
customer service centres, to measure the service level of each one.




Customer service processes
adapted to all customers

Gas Natural Fenosa also adapts its
customer services to reduce language,
cultural, low literacy and disability related
barriers in accessing energy and using

it safely, as well as customer support
services.

In 2017 in Latin America, we continued to
give priority to ensuring easy, convenient
and free-of-charge access to the company'’s

customer service channels. The target was
achieved with the consolidation of the virtual
offices, through which approximately one
million registered customers performed
more than 3,500,000 operations in 2017

In Chile (MetroGAS), the sales offices are
easily accessible and have a priority queue
for disabled customers, the elderly or
pregnant women. There is also a host inside
the premises to give guidance. There are
also self-service machines and an express
row.
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The company maintains a proactive attitude
in communication with its customers,
encouraging accessibility at face-to-face
centres and on digital media. In addition,

all company’s employees can access

the Manual for dealing with Disabled
Customers on the company’s Intranet.

> ) Reference in social inclusion in the Colombia gas business

Gas Natural Fenosa has implemented the technology of the
Relay Centre, in partnership with the Ministry of Information and
Communications Technologies (MINTIC). It has therefore been

disabilities.

recognised as the first utility company in Colombia that offers this

technology to people with hearing disabilities.

The company has also undertaken specific actions in partnership with
the National Institute for the Blind (INCI), such as presentation of the

Furthermore, it has launched communication campaigns on social
networks to improve accessibility for people with hearing and visual

In addition, the company involves different entities and local
administrations in order to provide information about the initiatives

disabilities.

customer guide in braille, the bill in braille and the website accessible for

people with visual disabilities.

launched and to introduce an action plan to reach more customers with

Customer's satisfaction and
experience [102-43] and [102-44]

Gas Natural Fenosa has a model to
measure customers’ experience, through
which it constantly monitors its satisfaction
and recommendation level, and that of its
competitors.

The measurement model rests on two
complementary pillars:

> A general overview of all of the
company's customers and of the
competitors’ customers, which
represents the global satisfaction
index.

> Contact point of view: where we
analyse the experience of customers
that have made recent use of the
services and channels made available
to them.

The model analyses the different
segments of customers and the critical
contact points with an impact on the
customer in every country in which the
company operates.

Once again this year, Gas Natural Fenosa

continued to spearhead satisfaction in the
retail segment in Spain, where the global

satisfaction index (on a scale of 0-10) was
7.27 in the residential sphere (6.50 was

the average of our rivals) and 7.16 at
SMEs (6.49 was the average of our
rivals).

In the wholesale segment, the global
satisfaction index stood at 755, while the
average for our rivals was 7.18. Wholesale
customers ranked the commercial
manager at 8.58, with this being the most
valued attribute in customer relations.

Gas Natural Fenosa constantly
measures customer satisfaction and
recommendation throughout the year,
using different channels of contact,
such as telephone, interactive voice
response (IVR), SMS and email. This
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allows us to interact with a large number
of customers, so that their opinion

and experience can be collected and
analysed.

During 2017, we have extended and
enhance the Customer Experience
Management (CEM) tool as an
instrument to measure and manage the
customer experience by adding new
functionalities. Following the customer’s
interaction with the company, the
former receives a short questionnaire
to find out their level of satisfaction and
recommendation, and they are asked to
grade their experience.

their experience.

It also enables immediate corrective
action through the management

of alerts that activate whenever

the minimum satisfaction and
recommendation thresholds required
to maintain the level of quality that the
company imposes with its customer
relations are not reached.

The measurement represents the basis
on which the Customer Experience
project is founded, as it enables us to
monitor contact times with customers
and develop action plans to improve

Gas Natural Fenosa has introduced a
programme of ongoing improvement,
based on the Lean Six Sigma
methodology. This enables the company
to prioritise, analyse and act on the
reasons for dissatisfaction, to identify and
correct the root causes, and to promote
the ongoing improvement of processes.
The best ideas from employees in this
and other areas of the company are
recognised through Our Energy Awards,
now in their sixth year, and which grow
year after year both with regards to
participation as well as in quality and
benefits contributed through the ideas.

> ) Customer service improvements in Latin America for 2017

Brazil.

In Brazil, the travelling customer service was maintained in 2017, making
it feasible to provide face-to-face services to residential customers in
municipalities that do not yet have customer service centres.

Colombia.

In Colombia, following the introduction of the Relay Centre in the
customer service channels in 2017 Gas Natural Fenosa provided online
interpretation service to 159 hearing-impaired persons. Our sole
objective is to continue to reach as many people as possible to help
contribute to providing a more equal customer service for all persons
that are hearing-impaired.

Moreover, in July 2017, in partnership with the National Institute for the
Blind (INCI), the bill and the guide in braille were presented, meaning
that we currently provide a bill in braille to 510 customers.

In 2017, the Telephone Customer Service of Gas Natural in Colombia
was developed under the guidelines of the global telephone model. This
model is maintained under the following pillars: Operational and Training
model, Technological model and Economic model of procurement.

Mexico.

During the seismic event that shook Mexico City in September, we
redesigned a campaign to support vulnerable groups for the fundamental
purpose of encouraging customer loyalty and to help them manage in
difficult living situations.

We designed three campaigns that were disseminated through social
networks and flyers in-situ.

1. A special tariff was designed for the elderly.
2. A special tariff was designed to help single mothers.

3. A campaign was designed to offer a free-of-charge natural gas contract
at the new home for those customers of gas natural whose previous
homes had been destroyed.

In addition, the Customer Service team in Mexico introduced a campaign
of personalised calls to customers to find out their situation, to see if
they were okay and to offer our moral support at such difficult times.
Around 200 calls were made.

Panama.

In 2017 a new face-to-face Customer Service Model was designed and
this will be gradually introduced throughout 2018. In 2017 we launched
and awarded the service to the new face-to-face customer service
supplier and the roll-out of the new model will begin with the offices
in Obarrio, David, Arraijan, Chorrera, Capira, Penonome, Las Tablas,
Santiago, Aguadulce and Chitre.




> ) Customer Experience

The Customer Experience programme, based on cultural transformation,
was born in 2015 at group level with the purpose of making the
company a benchmark at international level in customer satisfaction in
the energy sector, measured in terms of recommendation.

With Customer Experience the company introduces a new methodology
through which the customer is at the centre the decision-making
process, changing the way we do things in order to meet their needs
and expectations, but above all, being sensitive to how they perceive
the company and their experience within the company.

To this end we introduced a working model based on five pillars:
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Unique company identity (brand and culture).
Organizational drive (sponsorship and commitment).

Programme of employees as ambassadors and partners
programme.

Improvement of customer journey and contact points (the journey
being the time necessary to cover the customer’s needs, from

start to finish).

Continuous real-time measurement of the customer’s voice.
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Overall satisfaction with service quality

Argentina Brazil Colombia Chile-CGE Total Total Total Italy Portugal Mexico
Spain Spain Spain  (residential) (residential
(residential) (SMEs) (wholesale) and SMEs)

*Chile has been calculated based on a 1-7 scale, unlike other countries which used a 0-10 scale.

Corporate image

8.63
796 8.01
794 8.00
768

754
717 7.09
6.90

5.68
5.25

2015 2016 2017
& Italy (residential). B Portugal. B Moldova (residential + SMEs). " Latin America. " Chile-CGE. B Spain (residential).

*Chile has been calculated based on a 1-7 scale, unlike other countries which used a 0-10 scale.

Moldova

Panama



Communication and
transparency with customers

New channels of communication

There is a growing demand from
customers for a higher level of information
and dialogue with the company. Gas
Natural Fenosa has therefore adapted
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communication with customers through
the use of new technologies, which
encourages ongoing contact.

> ) Gas Natural Fenosa on social networks. Spain

Customer channel website.

Customers have a space where they can carry out their formalities
with or without registration, making automatic management possible
24 hours a day, seven days a week with regard to the most usual
operations.

There is also the possibility of making any enquiry through our online
chat, without the need to make a call.

Website for procurement.

New website for procurement and information for customers and
non-customers alike, with a responsive access through any device.
In addition, it allows energy to be contracted and services adapted to
homes and businesses 24 hours a day, 365 days a year.

It also incorporates the possibility of an online chat at the time of
procurement or providing information on tariffs, for the purpose of
resolving any doubts at the same time.

Social networks.

Facebook Spain, with more than 40,000 followers, and Twitter with
more than 25,000 followers, means that customers and non-customers
alike can be informed of any news, products and tariffs and information
of interest, lending us value-added because of the immediacy in contact
and the proximity.

We are also currently present on Telegram and Whatsapp for certain
kinds of contracts.

Paying without a bill.

In Argentina, we have the option of paying without a bill through the
company Pago Féacil and Provincia Net. This enables customers to visit
the foregoing company and pay their bill without the need for a physical
invoice, just by giving their customer number.

Electronic confirmation of procurement.

As an adaptation to the requirements of the new Distance Sales Act in
Spain, confirmation of the contract is sent by SMS or email. The sale is
not closed until the customer has accepted it.

Customers area APP.

The Customers area app with new improved features of usability and
design, also including the possibility of photographic meter readings
(OCR Readings) and fingerprint access to the application.

Services APP.

New services application to manage the maintenance and repair
of household devices any place any time. Greater flexibility and
convenience in management contact that the customer needs.

Yoleogas.
Gas Natural has launched in Spain a mobile app available to involve the
customer in the gas reading process.

The company has developed and introduced a new image recognition
system to read customers’ meters. This system automates the process
of reading and storage of the meter reading.

Among the options offered by the application is the notification settings,
so that the user receives notification of the time when the meter needs
to be read. In addition, the application displays previous readings so that
the customer can take control of their consumption.

Smart meters.

Gas Natural has undertaken several projects in countries such as Spain
and Italy in which, in addition to meeting the regulatory needs of the
sector, it seeks to go further and to build a business model based on
the use of meters with added functionalities.

With this new technology, the user can access accurate and detailed
information in real time on their energy consumption, helping them
identify ways to save energy and therefore lower their energy costs.
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In 2017 the online sales of Gas Natural
Fenosa in Spain consolidated the growth
of previous years, with a total of 25,900
sales of services and supplies. In addition,
we have continued to perform tests
with the online contracting channel and
have obtained appreciable results in the
last quarter. Any tariff can be contracted
from the postal address, avoiding more
complex data for the customer such as
the Universal Supply Point Code (CUPS).

During 2017, more than 12.5 million
customers visited the website and received
online information about Gas Natural
Fenosa's products and services.

As regards customer service, a total of

6.5 million customers used the company's
online platforms. The Net Promoter Score
(NPS) at the close of 2017, is as follows
Sales: 41% (+14 percentage points (p.p.))
Customers area: 27% (+20p.p.) Customers
area mobile: 21% (+10p.p.) Online customer
service: 55% (+23p.p.)

The rate of online versus off-line use in
servicing has increased, up to 15.3%.

In 2017, the company reached 76,000
users on social networks. Over the
same period, the community managers
have handled 72,500 cases, thus
improving customer satisfaction levels
in the aftersales service, with the
NPS at 55%.



In Latin America the virtual channel was
consolidated in 2017, with more than a
million registered customers in virtual
offices, who visited more than 2.5 million
times and conducted more than 3.5
million transactions. Furthermore, in the
electricity business in Chile we opened
the sales service through Twitter, providing
the customer with the information
requested and/or re-routing them to the
corporate website.

In the case of Chile, the following milestones
were reached in 2017:

>

Throughout the most part of 2017 CGE was
present on Twitter and on the website, and
incorporated the Facebook and LinkedIn
channels towards the end of the year.

As regards service provision, the Twitter
and web pages channels were
strengthened, and on Twitter we

> ) Gas Natural Fenosa on social networks. Spain
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incorporated some improvements in the
tone of communication and in providing
customers with the commercial service.
On the web pages we included a

series of features that will improve the
customer's experience.

msatov(\:/gl!k Profile or user name URL
> Gas Natural Fenosa > https://www.facebook.com/GasNaturalFenosa
> Gas Natural Fenosa Customers Spain > https://www.facebook.com/GasNaturalFenosa.Espana.Clientes
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Gas Natural Distribucion

v/

https://www.youtube.com/user/gasnaturalfenosa/featured

> https://www.youtube.com/channel/UCVH2PMTWMgs6draR_4cu1GQ/featured

> Gas Natural Fenosa

©

Gas Natural Fenosa Clientes Espana

> https://plus.google.com/113333013659018992649/about

v/

https://plus.google.com/116302927617637104566/posts

Gas Natural Fenosa

Gas Natural Fenosa Foundation

https://www.linkedin.com/company/gas-natural-fenosa
https://www.linkedin.com/company/fundacién-gas-natural-fenosa?trk=top_nav_home

Gas Natural Fenosa
GNFcine
Gas Museum

AVAR VAR V4 AVARV4

http://instagram.com/gasnaturalfenosa
http://instagram.com/gnfcine

AV VA V4 AV V4

https://www.instagram.com/museudelgas/

> GNF Foundation-Gas Museum

> https://www.flickr.com/photos/museodelgas
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> ) Gas Natural Fenosa on social networks. Other countries

a

@GNF_ar - https://twitter.com/GNF_ar

=
2

Argentina https://www.youtube.com/user/GasNaturalFenosaAr

=

https://plus.google.com/+GasNaturalFenosaAr/about

https://www.facebook.com/gasnaturalfenosa.brasil/

<J-~1O]

@GNF_br - https://twitter.com/GNF_BR

Brazil

=
=5
S5

https://www.youtube.com/user/GNF2013

http://instagram.com/gasnaturalfenosa_br

Metroambientalistas: https://www.facebook.com/Metroambientalistas/

Brigada metroambientalistas: https://www.facebook.com/brigadametroambientalista/?fref=ts

=
2

Canal Metrogas Chile: https://www.youtube.com/user/MetrogasChile

=

Metrogas Chile: https://twitter.com/MetrogasChile?lang=es

Club Metrogas: https://twitter.com/Club_Metrogas?lang=es

Chile CGE: @cged_sos - https://twitter.com/search?q=%40cged_sos&src=typd&lang=es

CONAFE: @conafe_sos - https://twitter.com/search?q=%40conafe_sos&src=typd&lang=es

a

EMELARI: @emelari_sos - https://twitter.com/search?q=%40emelari_sos % 20&src=typd&lang=es

ELIQSA: @eligsa_sos - https://twitter.com/search?q=%40eligsa_sos % 20&src=typd&lang=es

ELECDA: @elecda_sos - https://twitter.com/search?g=%40elecda_sos&src=typd&lang=es

EMELAT: @emelat_sos - https://twitter.com/search?g=%40emelat_sos&src=typd&lang=es

https://www.facebook.com/gasnaturalfenosa.colombia/

@GNF_co - https://twitter.com/GNF_co

G+

Colombia
@ElectricaribeSA - https://twitter.com/Electricaribe SA

=
2

https://www.youtube.com/user/gasnaturalfenosaco

=

=
2

France https://www.youtube.com/channel/UCyBUV6QaT7ScECRZZFk_Itg

https://www.facebook.com/GasNaturalFenosaMx/

Mexico

- ]fs

@GNF_mx - https://twitter.com/GNF_mx

=
2

https://www.youtube.com/user/gasnatmex

=

Moldova https://www.facebook.com/gasnaturalfenosamoldova/

https://www.facebook.com/gasnaturalfenosa.panama/

O

Panama @GNF_pa - https://twitter.com/gnf_pa

q
5=

https://www.youtube.com/user/GasNaturalFenosaPa




In Brazil, in 2017, the restructuring of the
customer service channel of the WEB
platform has facilitated quicker and more
objective browsing. Visits have increased by
45% since the restructuring.

In 2017, Gas Natural Colombia achieved
46,760 followers on Facebook and 4,212
on Twitter, and dealt with 4,234 contacts
through these channels.

SMS: in Mexico the SMS alerts service is
established. Payment reminders are sent to
customers 4 days before the bill becomes
due and payable. More than 38,000
customers have registered for this

service.

Online payment: in Mexico the online
payment model has been developed
through the OXXO commercial

chain, which enables payment of

the due or late bill as well as paying
the reconnection charge. This allows
customers to pay through a network
of more than 17000 OXXO stores
nationwide, 365 days a year.

Together with the use of new
technologies, Gas Natural Fenosa is
aware that the bill continues to be the
main channel of communication with its
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customers. That is why the bill includes
information of interest to the customer,
helping to explain the content of the bill
and how regulatory changes affect this.

In 2017, Gas Natural Fenosa has worked
on the introduction of billing methods
and on the development of estimation
alternatives.

In Brazil, Colombia and Chile
(MetroGAS), Gas Natural Fenosa
offers its customers the possibility of
receiving bills in braille, to make the
information more accessible to those
with visual impairment. The company
is looking at how to introduce this in
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Autocontrol, a non-
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Spanish advertising
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system.
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other countries. In the specific case of
Chile, information is given on the different
payment methods and channels available,
as well as telling customers how to
subscribe to the electronic issuance of
bills. This information is fully regulated by
the Superintendencia de Electricidad y
Combustibles (SEC).

In Brazil, the layout of the bill was
modified to provide customers w