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This version of our report is a firee translation of the original, which was prepared in Spanish.
All possible eare has been taken to ensure that the translation is an accurate represeniation of
the original. However, in all matters of interpretation of information, views or opinions, the
original language version of our report takes precedence over this translation.

LIMITED REVIEW REPORT ON THE
CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

To the Shareholders of Gas Natural SDG, S.A. at the request of the Board of Directors

We have carried out a review of the accompanying condensed consolidated interim financial
statements (hereon, the interim financial statements} of Gas Natural SDG, S.A. (hereon, the Parent
Company) and its subsidiaries (hereon, the Group), which comprise the balance sheet at 30 June 2012,
the income statement, the statement of comprehensive income, the statement of changes in net equity
and the cash flow statement, and the notes, all of which have been condensed and consolidated, for the
six-month period then ended. The Parent Company’s Direciors are responsible for preparing said
interim financial statements in accordance with the requirements established by International
Accounting Standards (TAS) 34, "Interim Financial Reporting”, as adopted by the European Union, for
the preparation of condensed interim financial reports, as per article 12 of Royal Decree 1362/2007.
Our responsibility is to express a conclusion on these interim financial statements based on our limited
review.

Our review was performed in accordance with the International Standard on Review Engagements
2410, “Review of Interim Financial Information performed by the Independent Auditor of the Entity”.
A limited review of the interim financial statements consists of making inquiries, primarily of
personnel responsible for financial and accounting matters, and applying certain analytical and other
review procedures. A review is substantially less in scope than an audit, and, therefore, does not enable
us to obtain assurance that we have become aware of all significant matters that might be identified in
an audit. Accordingly, we do not express an audit opinion on the accompanying interim financial
statements.

Based on our review, which under no circumstances can be considered an audit of financial
statements, nothing has come to our attention which would lead us to conclude that the accompanying
interim financial statements for the six-month period ended 30 June 2012 have not been prepared, in
all material respects, in accordance with the requirements established by International Accounting
Standard (IAS) 34, “Interimn Financial Reporting”, as adopted by the European Union, in accordance
with article 12 of Royal Decree 1362/2007 for the preparation of condensed interim financial
statements.

without qualifying our conclusion, as explained in Note 3 of the accompanying interim financial
statements, these interim financial statements do not include all the information that would be
required for complete consolidated financial statements prepared in accordance with International
financial Reporting Standards, as adopted by the European Union, and, therefore, the accompanying
interim financial statements should be read together with the Group’s consolidated annual accounts
for the vear ended 31 December 2011.

; PricewaterhouseCoopers Auditores, S.L., Edificio Caja de Madrid, Avda. Diagonal, 640, 68017 Barcelona
T: +34 032 532 700 F: +34 034 059 032, WWwW.pwC.con/es

R. M. Madrid, heja 87.250-1, folie 75, tomo £.267, fibro 8,054, seccion 32, Inscrita en el R.Q.A.C, cen el ndmero 50242 - CIF: B-79 031280
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The accompanying interim consolidated director’s report for the six-month period ended 30 June 2012
contains such explanations as the Parent Company's Directors of Gas Natural SDG, S.A. consider
necessary regarding the important events which occurred during said period and their effect on the
interim financial statements, of which it is not an integral part, as well as on the information required
in accordance with article 15 of Royal Decree 1362/2007. We have verified that the accounting
information included in the above-mentioned director’s report agrees with the interim financial
statements for the six-month pericd ended 30 June 2012. Our work is limited to verifying the
director’s report in accordance with the scope mentioned in this paragraph, and does not include the
review of information other than that obtained from the consolidated companies’ accounting records.

This report has been prepared at the request of Directors of the Parent Company with regard to the
publication of the semi-anmual financial report required by article 35 of the Securities Exchange Act
24/1988/July 28, by Royal Decree 1362/2007/19 October.

PricewaterhouseCoopers Auditores, S.L.

Originally signed by
Tnalki Goiriena Basualdu
Partner

24 July 2012
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GAS NATURAL FENOSA

Consolidated interim balance sheet

(in Million Euros)

30.06.12 311211
ASSETS

Intangible assets (Note 5) 10,987 11,080
Goodwill 5,863 5,876
Other intangible assets 5,124 5,204
Froperty, plant and equipment (Nofe 5) 22614 22,744
Investments recorded using the equity method 95 99
Non-current financial assets (Note 6) 1,012 1,024
Deferred income tax assets 941 975
NON-CURRENT ASSETS 35,649 35,922
Non-current assets held for sale (Nofe 7} - 23
Inventories 866 879
Trade and other receivables 4,734 5,182
Trade receivabies arising from sales and services renderad 4,188 4,577
Other receivables 446 497
Current income tax assets 99 118
Other current financial assets (Nofe 6) 1,245 1,388
Cash and cash equivalents 4,328 3,008
CURRENT ASSETS 11,173 10,580
TOTAL ASSETS 46,822 46,502

NET EQUITY AND LIABILITIES
Share capital 1,001 982
Share premium 3,808 3,808
Reserves 7465 6,900
Profit for the peried attributed to the equity holders of the Company 787 1,325
interim dividend - (360)
Adjustments for changes in vaiue 173 127
Hedging operations (18) (&)
Cumulative franslation adjustment 101 135
Net equity attributable fo the Company’s equity holders 13,214 12,792
Minority interests 1,631 1,649
TOTAL NET EQUITY {Note 8) 14,845 14.441
Grants 829 803
Noen-current provisions (Nofe 9) 1,635 1,712
Non-current financial liabilities (Mote 6) 16,985 17,539
Borrowings 16,716 17,208
Other financial liabilities 269 330
Deferred income tax liabifities 2,641 2,642
Other non-current liabilities 940 1,033
NON CURRENT LIARILITIES 23,030 23,729
Cusreni provisions {Nole 9) 118 133
Current financial liabiiities (Mofe 6) 4,284 2,853
Baorrowings 4,120 2,706
Other financial liabilities 164 147
Trade and ether payables 4,137 4671
Trade payables 3,445 3,900
Cther payables 435 481
Cumrent income tax liabilities 257 290
Other current liabilities 408 675
CURRENT LIABILITIES 8,947 8,332
TOTAL NET EQUITY AND LIABILITIES 46,822 46,502

Notes 1 to 21 form an integral part of the Condensed consolidated interim financial statements.



GAS NATURAL FENOSA

Consolidated interim income statement

{in Million Euros)

For the six-month period
ended 30 June

2012 2011
Sales (Nofe 10) 12,439 10,205
Procurements {Nofe 11) (8,639) {6,684)
Other aperating income - 103 68
Personnel cost (Note 12) {423) (438)
Other operating expenses (Nofe 13) {1,045) (e01)
Depreciation and amortisation expenses (Nofe 5) (890) (869)
Release of fixed assets grants to income and others 17 20
Other results (Note 14) 20 287
OPERATING INCOME 1,582 1,698
Financiat income 89 58
Financial expenses (527) (556)
Variations in fair value of iinancial instruments 11 3
Net Exchange gain/losses 4 5
Gain on sales of financial instruments - 1
NET FINANCIAL INCOME (Note 15) (431) (489)
Profit of entities recorded by equity method 7 5
INCOME BEFORE TAXES 1,158 1,214
Income tax expense (Note 16} {288) (302)
NET INCOME FOR THE PERIOD FROM CONTINUING OFERATIONS 870 912
CONSOLIDATED NET INCOME FOR THE PERIOD 870 912
Aftributable to:
Equity holders of the Company 767 822
Minority interests 103 80
870 912
Basic and difuted earnings per share in Euros from continuing operations 077 0.85
attributable to the equity holders of the parent Company (Nofe 8) ’ ’
Basic and diluted earnings per share in Euros attributable to the equity holders of
the parent Company (Note 8) 0.77 0.89

Notes 1 to 21 form an integral part of the Condensed consolidated interim financial statements.



GAS NATURAL FENOSA

Consolidated interim statement of comprehensive income (in Million Euros}

For the six-month period
ended 30 June

2012 2011
CONSOLIDATED INCOME FOR THE PERIOD 870 912
OTHER COMPREHENSIVE INCOME RECOGNISED DIRECTLY IN EQUITY 72 {262)
Cash flow hedges (2} (48)
Cumulate translation adjustments 69 (232)
Actuarial gains and losses and others adjustments (1 -
Tax effect 6 16
RELEASES TO INCOME STATEMENT {7} 64
Cash flow hedges (11 7
Cumulate franslation adjustments 1 9
Tax effect 3 (22)
OTHER COMPREHENSIVE INCOME FOR THE PERIOD 65 (199)
TOTAL COMPREHENSIVE INGOME FOR THE PERIOD 835 714
Aftributable to:
Equity holders of the Company : 813 666
Minority interests 122 48

Notes 1 to 21 form an integral part of the Condensed consolidated interim financial statements.



GAS NATURAL FENOSA

Consolidated interim statement of changes in equity (in Million Euros)

Net equity atfributed to the Company’s equity holders

Share
Premium Adiustments Total
Share and for changes in Minority Net
Capital Reserves Profit value Subtotal interests Equity
Balance at 1.1.11 922 9,113 1,201 148 11,384 1,590 12,974
Dividends distribution - 1,201 (1,201) - - (55) (55)
Acqguisition of free allocation rights ' ‘
(Note 8) - (15} - - (15) - (15)
Capital increase (Note 8) 32 (32) ) ) _ . }
gg:ﬁ)[dcomprehenswe income for the ) _ 822 (156) 666 48 714
Increase/reduction for business
o - - - - - 6 6
combinations
Other variations - (8) - - (6) {26) (32)
Balance at 30.06.11 954 10,261 822 (8) 12,029 1,563 13,592
Dividends distribution (Note 8) - (360) - - (360) (69) (429)
Capital increase (Note 8) 38 477 - - 515 - 515
Total comprehensive income for ) (23) 503 135 615 133 748
the period
Increase/reduction for business
o - - - - - 10 10
combinations
Other variations - {7 - - 8] 12 5
Balance at 31.12.11 992 10,348 1,325 127 12,792 1,649 14,441
Dividends distribution - 1,325 (1,325) - - (138) (138)
Acquisition of free allocation rights
{Note 8} - (379) - - (379) - {379)
Capital increase (Note 8) 9 @) _ _ 3 ) }
Tot_al comprehensive income for the _ ~ 767 46 813 429 935
period
Increasefreduction for business B ) B . _ _ N
combinations
Other variations - (12) - - (12) (2) (14}
Balance at 30.06.12 1,001 11,273 767 173 13,214 1,631 14,845

Notes 1 to 21 form an integral part of the Condensed consolidated interim financial statements.



GAS NATURAL FENCSA

Consolidated interim cash flow statement

(in Million Euros)

For the six-month period ended

30 June

2012 2011

Net income hefore tax 1,158 1,214
Adjustménts to net income 1,232 1,052
Amortisation and depreciation of fixed assets 890 869
Other adjustmenis to netincome 342 183
Changes in working capital 171 110
Other cash flows generated from operations: (628) (498)
Interest paid {386) (353)
Interest collected 50 12
Income tax paid {292) (157)
NET CASH GENERATED FROM OPERATING ACTIVITIES 1,933 1,878
Cash flows into investing activities: (1,181) (1,579
Group companies, associates and business units {9) -
Purchases of property, plant and equipment and intangible assets {769) (745)
Other financiai assets {403) (834)
Proceeds from divestitures: 513 1,810
Group companies, associates and business units 36 663
Sales of property, plant and equipment and intangible assets 2 209
Other financial assets 475 938
Other cash flows from investing activities: 63 71
Proceeds from dividends 3 -
Other proceeds/ (payments) from /(of) investing activities 60 71
NET CASH RECEIVED FROM INVESTING ACTIVITIES {605) 302
Proceeds and (payments) for equity instruments: (379) (15}
Proceeds and (payments) for financial liability instruments; 77 122
Proceeds from borrowings 2,952 3,088
Repayment of borrowings {2,235) (2,956)
Dividends paid {416) (341)
Other cash flows from financing activities (35) (29)
NET CASH RECEIVED FROM FINANCING ACTIVITIES {113} (263)
Effect of exchange rates on cash and cash equivalent 15 (14)
VARIATION IN CASH AND CASH EQUIVALENTS 1,230 1,903
Cash and cash equivalents at the beginning of the period 3,098 1,203
Cash and cash equivalents at the end of the period 4,328 3,106

Notes 1 to 21 form an integral part of the Condensed consolidated interim financial statements.



Motes to the Condensed consolidated interim financial statements

Note 1. General Information

Gas Natural SDG, S.A. is a public limited company that was incorporated in 1843, its registered office is
located at Plaga del Gas, 1, Barcelona.

Gas Natural SDG, S.A. and its subsidiary companies (hereon, GAS NATURAL FENOSA) form a group that
is mainly engaged in the exploration and production, liquefaction, regasification, transportation, storage,
distribution and cormmercialisation of natural gas, as well as the generation, transport, distribution and
commercialisation of electricity.

GAS NATURAL FENOSA operates mainly in Spain and also outside of Spain, especially in Latin America,
the rest of Europe (France, Italy, Moldova and Portugal) and Africa.

Note 4 inciudes financial segment reporting by business and geographic areas.
Note 2. Regulatory framework

in relation to regulatory framework described in the Consolidated annual accounis for the year ended 31
December 2011, of special note are the following points relating fo the first half of 2012

a) Regulation of the natural gas industry in Spain

On 31 March 2012 was published the Royal Decree Law 13/2012 of 30 March 2012,of which writes into
Spanish legistation the directives on the domestic electricity and gas and electronic communications markets
and lays down measures to correct departures owing o imbalances between income and costs in the
electricity and gas sectors. With respect to the gas industry, the measures designed to correct the gas deficit
relate in particular to the suspension of administrative authorisations for gas pipelines, except for those
subject to international commitments, and the new regasification plants and the delay in the remuneration of
underground storage facilities.

On 27 April 2012 was published the Order IET/849/2012 of 26 April 2012, updating the tolls and levies
associated with third party access to gas facilities and adopting certain measures relating to the financial
balance of the gas system, with a general increase in tolls of 5% as from the entry into effect of the Order
(except for the toll for underground storage facilities which remains unchanged and the cost of gas which
increases by 35%).

On 28 April 2012 was published the Resolution of 27 Aprit 2012 by the General Directorate of Energy Policy
and Mines, setting out the last resort rate for natural gas (hereon TUR) which increases by 4.9% as a resut
of the rise in tolls and increase in the cost of gas. '

On 29 June 2012 the Resolution of 28 June 2012 was published by the General Directorate of Energy Policy
and Mines, setting out the TUR for natural gas which increases by 2.1% as a result of the rise in the cost of
gas.

b) Regulation of the Electricity sector in Spain

On 22 March 2012 the Supreme Court issued a Judgement, declaring that the mechanism for the financing
of the social bond by generating companies envisaged in Royal Decree 6/2009 infringes Directive 2003 /54
on the domestic efectricity market.

Rovyal Decree -Law 13/2012 of 30 March was published on 31 March 2012 and transposes the directives cn
the internal markets of electricity and gas and electronic communications market, adopting measures to
correct deviations owing to imbalances between income and costs in the electricity and gas sectors.

The adjustments included in Royal Decree-Law 13/2012 to reduce the deficit in the electricity system entail a
reduction in system costs of Euros 1,764 million deriving, inter alia, from a 10% reduction in the remuneration
of distribution activities, a 75% reduction in distributors’ commercial management costs, a 10% reduction in
capacity payments, the volume of production using local coal and the availability services, while certain



surplus balances of the National Energy Commission and Institute for Energy Diversification and Saving
have been recovered and included in the slectricity system.

On 26 April was published the Order IET/843/2012 of 25 April 2012, of which determines the access toils for
the period as from 1 April 2012 and certain rates and premiums for facilities under the special regime, in
addition the General Directorate of Energy and Mines Resolution which establishes the cost of energy and
the TUR for the period 1 October fo 22 October, the first quarter of 2012, and as from 1 April 2012. The
foregoing is in accordance with the Supreme Court Writ of 12 March 2012 which establishes that the access
tolls set for the first quarter of 2012 must be complemented.

The main aspects of the above are:

- Toll income increases annually by 11% as compared with current levels, representing an
increase in revenues of Euros 1,400 million.

- The effective application of the Supreme Court Writ of 20 December concerning the elimination
of 2011 rates is extended to the whole of the fourth quarter of 2011. Access tolls are reviewed as
from 1 January 2012, in accordance with the Supreme Court Writs of March 2012 ensuring that
tolls take into account all forecast costs for 2012 and any temporary imbalances for 2011.

- Access tolls are adjusted as from 1 April, taking into account the cost reductions established in
Royal Decree Law 13/2012 {which reduced system costs by Euros 1,764 million) in order to
balance the system (income-cost).

- A new mechanism is established for financing the social bond which wil be financed by
consumers as it is a cost which may be settled through the system. This is applicable as from 7
February 2012.

On 29 June 2012 was published the Resolution of the General Directorate of Energy Policy and Mines
approved on 29 June 2012, laying down the cost of electricity production and TUR to be applied as from 1
Juty 2012 providing an increase in TUR of 4.3% as a result of the increase in energy costs because of the
CESUR auction.

Note 3. Basis of presentation and accounting policies
3.1 Basis of presentation

The Consolidated annual accounts of GAS NATURAL FENOSA related to 2011 were adopted by the
General Meeting of Shareholders of April 20, 2012.

The accompanying Condensed consclidated interim financial staterments at June 30, 2012 of GAS
NATURAL FENOSA have been prepared by the Board of Directors on July 20, 2012 in accordance with [AS
34 “Interim Financial Reporting” and must be read together with the Consolidated annual accounts for the
year ended December 31, 2011, which have been prepared in accordance with Regulation (CE) no,
1608/2002 of the European Parliament and Council (hereon, “IFRS-EU").

Consequently, it has not been necessary to repeat or restate certain notes or estimates included in the
aforementioned Consolidated annual accounts. Instead, the accompanying explanatory notes to the
accounts selected include an explanation of the events or vanations that are, as the case may be, significant
for the explanation of the changes in the financial position and results of operations, recognised income and
expenses, changes in equity, and the consolidated cash flows of GAS NATURAL FENOSA from 31
December 2011, the date of the Consolidated annual accounts mentioned above, to 30 June 2012.

The figures contained in these Condensed consolidated interim financial statements are stated in mitlions of
Euros, unless expressly indicated otherwise.

3.2 Main risks and uncertainties

The main risks and uncertainties correspond to those broken down in the Consolidated annual accounts for
the 2011 financial year, without significant changes since its publication. In the six month period ending June
30, 2012 there were no significant changes in the business or economic or regulatory environment that might
affect the reasonable value of financial assets and liabilities, or which coutd give rise to an impairment of the
goodwill, intangible or tangible fixed assets of GAS NATURAL FENOSA.



3.3 Seasonality

The demand for natural gas is seasonal, with the supply and commercialisation of gas in Europe generally
being highest in the coldest months from Cctober to March and lower during the warmest months from April
to September. This seasonality is partiaily offset by the increase in demand in Latin America and for the
demand of natural gas for industrial uses and electricity production, which is normally more stable throughout
the year. Due to this seasonality, the operating gains and earnings of Gas segment are higher in the first and
fourth quarters and lower in the second and third guarters. On the other hand, demand for electricity tends to
increase during the summer months in Spain, especially in July and August, and, accordingly, operating
gains and earmings in the electricity segment are higher in Spain in this period.

3.4 Accounting policies

The accounting pelicies used in these Condensed consolidated interim financial stalements are the same as
those used for the Consolidated annual accounts for the year ended December 31, 2011.

Entry into force of new accounting standards

As a result of adoption, publication and coming into force on 1 January 2012 the following new IFRS has
been applied:

- IFRS 7 (Modification), “Financial instruments. Information to be disclosed: Transfer of financial
assets’.

The application of the above modification has not had any significant impact on the Condensed consolidated
interim financial statements. :

The following IFRS amendments were published in the Official Journal of the European Union in the first half
of 2012 are set to come into effect in the years starting on 1 January 2013 and have not been adopted early:

- 1AS 1 {Modification), “Presentation of financial statements”.
- 1AS 19 (Modification), “Employee benefits”.

GAS NATURAL FENOSA does not expect the application of these standards have a significant effect on its
financial statements.

None of the standards that have been approved but are pending adoption by the European Union have been
adopted early. Specifically, in 2011 the IASB issued a series of standards effective in the period 1 January
2013 to 2015 which are pending of adoption by the European Union, including the amendment of
consolidation legislation through IFRS 10 “Consolidated Financial Statements”; IFRS 11 “Joint
Arrangements” and [FRS 12 “Disclosures of interests in other entities”. GAS NATURAL FENOSA is
assessing the impact that the application of these standards will have on its financial statements together
with the amendment of IAS 12 and IFRS 1.

3.5 Consolidation scope

In the first semester of 2012 changes in the consolidation scope relate basically to the sale in February 2012
of certain gas customers and contracts associated with the Madrid Community (Note 7).

tn the first semester of 2011 changes in the consolidation scope related mainly to the sale in June 2011 of
gas distribution assets in Madrid Community, the sale in May 2011 of interesis in the electricity distributors in
Guatemala and the exchange in May 2011 of the renewable assets and liabilities of Enel Unién Fenosa
Energias Renovables (EUFER) as a result of the finalisation of the coltaboration with another partner through
this company (Note 7).

Annex | contains variations to the consolidation scope in the first semester of 2012 and 2011.



Note 4.

Segment reporting

a) Information by operating segments

The operating segments of GAS NATURAL FENOSA are:

Gas distribution. Encompasses the regulated gas distribution business in Spain, Latin America
and Others {Italy).

The gas distribution business in Spain includes the regulated gas distribution activity, the third
party network access services, as well as the activities related to distribution,

Distribution of gas in Latin America (Argentina, Brazil, Colombia and Mexico} includes the
regulation gas distribution business and the sales to customers at regulated prices.

Distribution of gas in Other (ltaly) consists of the regulated distribution of gas and its sales to
retail customers.

Electricity distribution. Covers the regulated electricity distribution business in Spain, Latin
America and Rest of Europe (Moldova).

The electricity distribution business in Spain includes the regulated electricity distribution
business, the network services and other activities related to third party access to the distribution
network.

The electricity distribution business in Latin America relates to the regulated electricity
distribution business and sale to customers at regulated prices in Colombia, Nicaragua and
Panama.

The income statement for the first half of 2011 includes the electricity business in Guatemala
through to the date of its disposal, 19 May 2011 (Note 7).

The electricity distribution business in Maoldova consists of the regulated distribution of electricity
and the bundled tariff sale of electricity throughout the country.

Electricity. Includes the generation of electricity in Spain, Latin America (Costa Rica, Panama,
Mexico, Puerto Rico and Dominican Republic) and Kenya.

The Electricity business in Spain includes electricity production activity through combined cycle,
thermal, nuclear, hydro, cogeneration and wind farm plants, the supply of electricity to wholesale
markets and the wholesale and retail commercialisation of electricity in the de-regulated Spanish
market.

Gas. Includes the activity arising from gas infrastructure, the supply and commercialisation
activity and Union Fenosa Gas.

The infrastructure business includes the gas exploration and production activities from the time
of extraction to the liquefaction process. It also includes the supply chain activities of Liquefied
Natural Gas (LNG) from the time it leaves the exporting countries (liquefaction plants) to the
entry points into the end market, including the sea transport of LNG and the reclassification
process. It also includes the Maghreb-Europe gas pipeline.

The Supply and Commercialisation business includes the supply and commercialisation of
natural gas to wholesale and retail customers in the de-regulated Spanish market, as well as the
supply of products and services related to retail commercialisation. It also includes the sales of
natural gas to customers outside Spain.

The business of Unicn Fenosa Gas includes the liquefaction acfivities in Damietta (Egypt), sea
transport, regasification in Sagunto and supply and commercialisation of gas, managed jointly
with another partner.



- Others. includes the exploitation of coal fields of Kangra Coal (Proprietary), Lid. in South Africa,
activities related to optic fibre and other non-energy activities.

The segments results and investments for the periods indicated are as follows:

10



LL

_ glg - &% 4 4 a ¥l gLl - ve 6 ¥5i 5 iy zok gLl gl 0§ 804 spsLSaAL|
ZiL6 - - - - - - - - - - - - - - - - - - Buiniyjuos Wolp saxe) Jele allooll 18
(zog) - - - - - - - - - - - - - - - - - - 98UdXa XB] SWOOLY
L' - - - - - - - - - - - - - - < - - - SeXe} 8I0Jag SO0
G - - ¥ 14 - - [ - - L - - - - - - - - s8]ejoosse Wo.d Jo s1eyg
(B8Y) - - - - - - - - - - - - - - - - - - swoot} [RIsuBLY JaN
BEO'} - [ £62 08 181 [ Yre g L [4:1" LOE 4} [id S¥T 685 17 [ V28 aiuosu] Buesedgl
{ag) - - (g1) - (81) - (1 - {0} v {18) - (£g) z (9} () G - si2Ljo pue suoisioid s10jga()
{g98) - (£9) ) (8 (oe) fgee) (@ {av) (age) {Bvi} e) {ov) tool) oz 01 (99) el sesUiache UDllEspIoLE pUB LiohElsa.deg
9% - 292 - - - - - - - - - - - - - - - - aLUD3UE 18I0
98e'z - 9 vz ogl 90z Z8 166 z A o9y 108 sl 18} BYE £08 62 zog FAs1d waLIgs
{269) - 98 (gs1) (€1 (s6) (92) k) & {gz) {ee1) {g6[) (g} {zey) {83) 6ez) (1) (sop) (a1} sasuadxa/sluoou] Bugeiado LauiQ)
{sep) - (o¥)) (e€) C)] (g2) %) {cg} W (g} {¥2) {ze) (¥} (62) {85} {06) () (%) (eg) 1500 [auuosia ]
(rB9'9)  gsn') (081) (oso'y)  (zoz) (p2'e) (2 Zov'z) {09) {ggz) {iz1'e)  (12e) 84) (c8g) - (c08) (29) (sz8) ) sjewBss wawamoald
S0Z'0L  (96R'1)  LlE 159'F 8% SL0'F -1 we's 18 FAqd vre'e 65L'L zol LBL'L a9y GE0'Z GZL GeZ'L 529 siuelubes sa|eg)
3681 - v8 681 [F73 vig 6 PG - z 9%5 o - - 0g iv - - Jrs s)uswbeg el sejeg)
soz'ol - 1272 zor's gLz l0z'e gy BEL'T 19 ) B62C 621'L z0L iy 9ey 886'} 57 582°) 8.5 pajeplosuoy) sajeg)
WioL oy 57D ﬂmﬂ.wﬂu Tonnse aui | 1801 siou0 w,hu_._a._w._s& uedg | jmoy  sieyio m:o__“_w.__c Y uedg EOL U0 mh_“._w.ﬂcq weds LLOZ NP ¢ PapUs siuon xig]

Hﬁﬁ_ 81800 sen Apoos)g uonnquIsIg Ayouoa|g uegnquysiq sen

_ Ges - oF vz £ I L FANR - [A 08 691 14 2% 4" [1]:12 Fas jele] 80 siuaunsanl|
0.8 - - - - - - - - - - - - - - - - - - Bunupuoeo wol sexe] Ja)e allool| 1an]|
(882) - - - - - - - - - - - - - - - - - - ssuadxa Xe} swoou||
wmv_ 8 - - - - - - - - - - - - = - - - - - g8Xe} atolad alLoIU)
ya - - g =1 - - < - - z - - - - - - - - §81E[R0SSE Encn_ Jo 8leys;
{LE7) - - - - - - - - - - - - - - - - - - U0 [elDUBUY 1N
7851 - ®) 961 [ [F43 1z 812 3 zL FrL (T4 ¥i €8 86F 085 ¢k vz 20t atooul Bupeladg)
(201 - ol (22) - (£2) - (g1} - - (8L} (z9) - {ee) b {91} ) (z1) (z) sieljo pue suofsiroud sioigag)
(0683) - (642)] {ez1) (£ (2) (sg) sve) (©) {£g) (682 (6¥1) (& (5¢) (1e) {RL4) 1) (85) (Lt} sesUadxa Uolfes|ioLLE pUE Uolepe.deg)
oz - 0z - - - - - - - - - - - - - - - - altaayl Jelio)
BGST - gl oy gll £og oLk 788 9 e} 232 908 Ll 181 80E 108 o ale LGt wailgd
(818} - iz frz1) (1) (68) (L ger) (@ (eg) (pG2) (691) {g) (28) (99} (zoz) ) (511 {ee ) sasuadxajawosuy Bujjerado Jsyi)
(ezt) - (GT48] (sg) (g) (92) (&) (zg} {3] (g) s} (zg) {+) {az) {0g) (56} (g} (15) {og) 1500 |3ULosIad]
(629'8)  sce’L (204) {ogr's)  (Gby)  (z1e's)  (52) ez} (25)  (ee2) {Liz'z) (zzo'sy  (g6) (¥z6) - (Go0't)  {g8) (108) {1} SJUBIIBES JUBLLIBIND0I]
geb'zl  (8g8’l) 882 8850 GEQ 008's £l €SP G9 858 886'Z 6L G2) 0£Z'L ¥Zy 69T L6l 118'1 [} sjuaLbes sejeg
ge8’L - 06 9L0')L Y9z g4 6 185 - ¥ £85 £z - E [F7 z9 - - 20 spuawbas lajy sajeg]
BEY'ZL - 86} zig's W23 580's 95 908’z 49 568 Q0r'z 9SL°L Szl 08E'L Lo¥ 01T 2] LlE'L 695 pelEpl|osUon seleg)
Lol oy S¥9 ﬂm_mn_wm_m o | 0L SIeU0 ¥ uedg | oy sewo AT ueds oy sepo SR ueds Z107 BUN[ OE PRPUE SYMOW Xig

qenfpy | SUI0 seg Aowoors uogRaLIsIQ Ayo1oer3 uopnqias|g sen




b) Reporting by geographic area

The home-country of GAS NATURAL FENOSA -- which is also the main operating company — is Spain. The

areas of operation are principally Rest of Europe (ltaly, France and Moldova), Latin America, Africa and
others.

GAS NATURAL FENOSA’s sales for the six-manth period ended in 2012 and 2011, depending on country
assignation, are as follows:

2012 2011
Spain 6,994 5,196
Rest of Europe 847 599
Latin America 3,764 3,056
Afiica and others 834 354
Total ‘ 12,439 10,205

Note 5. Intangible assets and property, plant and equipment,

The movement for the six-month period ended 30 June 2012 in intangible assets and property, plant and
equipment is as follows: '

. - Property,
Goodwill Other intangible assets Tutala's'::t"sg'ble plan;t’ arl?cll
equipment
Net carrying vafue at 31.12.11 5,876 5,204 11,080 22,744
Cost, gross 5,876 7,269 13,145 29,878
Accumulated depreciation - (2,065) (2,085) (7,134)
Net carrying value at 1.1.12 5,876 5,204 11,080 22,744
Investment - 89 89 446
Divestitures 1 {18) (17) (5)
Amortisation and depreciation expense - (187) (187} {703)
Translation adjustment (12) {76) (88) 245
Reclassifications and others - 110 110 {113)
Net carrying value at 30.06,12 5,863 5,124 10,987 22614
Cost, gross 5,883 7,389 13,252 30,390
Accumulated depreciation - (2,265) (2,265} {7,776)
Net carrying value at 30.06.12 5,863 5,124 10,987 22,614

Note 4 discloses investments by operating segment, the most significant of which are those related to the
planning and development of the gas and electricity distribution network. The first semester of 2011, also
included is the purchase of certain distribution assets and secondary gas transport assets in February 2011
from the company Corporacién Horente Mufioz, S.L. for the sum of Euros 27 million.

At 30 June 2012 GAS NATURAL FENOSA has investment commitments amounting to Euros 227 million

basically relating to gas infrastructure construction projects and the development of Information Technologies
projects.
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Note 6. Financial instruments

a) Financial assets

The breakdown of financial assets, excluding Trade and other receivables and Cash and others cash

equivalents, at June 30, 2012 and at December 31, 2011, classified by nature and category is as follows:

Loans and other

Investments held

At 30 June 2012 Available for sale receivables to maturity Total
Equity instruments 76 - - 76
Other financial assets - 936 1 936
Non-current financial assets 76 935 1 1,012
Other financial assets - 1,245 - 1,245
Current financial assets - 1,245 - 1,245
Taotal financial assets at 30.06.2012 76 2,180 1 2257
Loans and other  Investments held
At 31 December 2011 Available for sale receivables io maturity Total
Equity instruments 75 - - 75
Other financial assets - 948 1 949
Nan-current financial assets 75 948 1 1,024
Other financial assets - 1,388 - 1,388
Current financial assets - 1,388 - 1,388
Total financial assets at 31.12.2011 75 2,336 1 2,412

The financing of the deficit for settlements of the regulated electricity business is inctuded in “Other current
financial assets”, in accordance with the fact that, under current legislation, there is a right to receive the
seftlement, which is not subject to future contingent factors and its recuperation is expected for the next
twelve months. At June 30, 2012, GAS NATURAL FENOSA maintains a right to receive this deficit

settlement totalling Euros 1,067 miliion (Euros 1,231 million at December 31, 2011). During first semester of

the 2012 financial year, eleven issues were carried out by the Electricity System Deficit Securitisation Fund,
having charged GAS NATURAL FENOSA, as a result of these issues, the sum of 367 million Euros.

b} Financial liabilities

The breakdown of the financial Iiabilitieé, eXc]uding trade and other payables at June 30, 2012 and
December 31, 2011, classified by nature and category, is as follows:

Other financial lizbilities
at fair vakue through

Debits and other

At 30 June 2012 profit and loss payables Hedging derivatives Total
Loans from financial institutions 7,594 - 7,594
Issuing of debentures and other negotiable obligafions 9,037 - 9,037
Derivative financial instruments - 50 85
Other financial babilities 289 - 269
Non-current financial liabilities 16,900 30 16,585
Loans from financial institutions 2,963 2,963
Issuing of debentures and other negotiable obligations 1,146 1,146
Derivative financial instruments - 1 b
Other financial liabilities 164 - 164
Nen-current financial liabilities 4,273 11 4284
Total financial liabilities at 30.06,2092 21,173 a 21,269
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Other financial liabifities

at fair value through Debits and
At 31 December 2011 profif and loss other payables  Hedging derivatives Total
Loans from financiat institutions - 8,847 - 8,847
Issuing of debentures and other negotiable obligations - 8,278 - 8,276
Derivalive financial insiruments 14 - 72 86
Cther financial liabilities - 330 - 330
Non-current financial liabilities 14 17,453 72 17,539
Loans from financial Institutions - 1,621 - 1,621
Issuing of debentures and other negotiable cbligations - 1,078 - 1,076
Derivative financial instruments - - 9 9
Cther financial liabilities - 147 - 147
Current financial liabilities - 2,844 9 2,853
Total financial ltabilities at 31.12.2011 14 20,297 81 20,392
During the first half of 2012 and in 2011 the evolution of issues of debt securities has been as follows:
Eichange
Buy backs or rate
reimburse- Business adjustments At
At 1.1.2012 Issues ments combinations and others  30.06.2012
Issued in a member state of the European Union 8.507 2.046 {1,275) _ 51 9329
requiring the filing of a prospectus ! ' i '
Issued in a member state of the European Union _ R ~ _ ; R
not requiring the filing of a prospectus -
Iss_ued outside a member state of the European 845 } ~ B 5 854
Union
Total 9,352 2,046 (1,275) - 60 10,183
Exchange
rate
Buy backs ar adjustme
reimburse- Business nis and At
At 1.1.2011 Issues ments combinations others  30.06.2011
Issuied in @ member state of the European Union
requiring the filing of a prospecius 7,484 2,457 (1.378) - 253 8,778
Issued in a member state of the European Unien not R . . _ ~ R
requiring the filing of a prospecius
Iss_ued ouiside a member state of the European 635 255 (34) ; 2 858
Union
Total 8,11% 2,672 (1,414} - 255 9,616

On January 30, 2012, GAS NATURAL FENOSA issued bonds on the Euromarket within the scope of the
Euro Medium Term Notes (EMTN) program for the amount of Euros 750 million maturing in six years, This
issue included an annual coupon of 5% and an issue price for the new bonds of 99.413% of their nominal
value. The total amount made available as part of the program, of which the limit at 30 of June 2012 is Euros
12,000 Million, totals 8,800 Million Euros (December 31, 2011: Euros 8,050 Million).

In first half of 2012, GAS NATURAL FENOSA has continued to carry out issues under the Euro Commercial
Paper (ECP) and promissory note program, carrying out issues for a total amount of Euros 1,296 Miilion
(June 30, 2011 Euros 1,317 Million).

On May 3, 2011, GAS NATURAL FENOSA, via its subsidiary Gas Natural México S.A. de C.V., registered a
stock exchange certificate program on the Mexican stock market for the amount of 10,000 Million Mexican
pesos (Euros 600 million}. Within the scope of this Program, 20 May 2011 saw the closure of four and seven
year debt issues, with a total value of 4,000 Million Mexican pesos (Euros 240 million), with the guarantee of
Gas Natural SDG, S A..

14




Note 7. Non-current assets and disposable groups of assets held for sale

At 31 December 2011 the balance under “Non-cuirent assets held for sale” included the assets relating to
approximately 245000 gas customers and other related contracts in the Autonomous Region of Madrid
which on 30 June 2011 GAS NATURAL FENOSA agreed to sell to the Endesa Group, This transaction forms
part of the fulfilment of the commitments entered by GAS NATURAL FENOSA with the National Competition
Authorities (hereon CNC) in relation to the acquisition of UNION FENOSA. As from the agreement date,
these assets were considered as held for sale. Following the pertinent authorisations, the sale was
completed on 29 February 2012 and generated a capital gain before tax of Euros 20 Million (Note 14).

Additidnaliy, the following transactions were completed in the first half of 2011:

- On 7 February 2011, GAS NATURAL FENOSA reached an agreement with a company of the
Madrilefia Red de Gas Group to sell approximately 300,000 additional gas distribution supply points
in the Madrid area for Euros 450 million. This transaction was carried out as part of the action plan
adopted by the National Anti-Trust Commission in relation to the acquisition of Unidén Fenosa. Since
the date of the agreement, these assets have been classified as non-cumrent assets held for sale.
After obtaining the respective authorisations the sale was made on 30 June 2011 generating a profit
before tax of Euros 280 million {(Note 14).

- On 19 May 2011, GAS NATURAL FENOSA agreed with companies owned by the investment fund
Actis to sell its shares in the Guatemalan electricity distributors Distiibuidora de Electricidad de
Oriente, S.A. and Disfribuidora de Electricidad de Occidente, S.A., and in other Guatemalan
companies engaged in energy activities, for a total of Euros 239 million, generating a pre-tax loss of
Euros 9 million (Note 14).

- On Awugust 2, 2010, GAS NATURAL FENOSA and Enel Green Power agreed to end their
collaboration in renewable energies via Enel Unién Fenosa Renovables, S.A. (EUFER), a company
in which each shareholder held a 50% stock, by reducing its share capital to half of its previous value
and by returning contributions worth approximately half of the company’s assets and liabilities to
GAS NATURAL FENOSA. This operation was subject to the necessary regulatory and administrative
authorisations being obtained. From this date, the share of assets and liabilities contained in the
consolidated balance sheet of GAS NATURAL FENOSA, and which were to be transferred to Enel
Green, were considered non-current assets and liabilities held for sale. Once the corresponding
authorisations had been obtained, the operation was carried out on May 27, 2011. In accounting
terms this was treated as a transfer of the assets and liabilities struck off at their book value in the
consolidated balance sheet of GAS NATURAL FENOSA to the business acquired, recognised at
their fair value based on vafuations cartied out by independent third parties (Note 17), posting a pre-
tax capital loss of 4 million Euros (Note 14).

Note 8. Equity '
Share capital and share premium

Variations during the first semester of 2012 and 2011 financial year in the number of shares and Shares
capital and Shares premium accounts were as follows:

Number of
shares Share Share

, (thousands) Capital premium Total
At 1 January 2011 921,757 922 3,331 4,253
Variations: '
Capital increase in cash 38,184 38 477 515
Capital increase in swap 31,731 32 - 32
At 31 December 2011 991,672 992 3,808 4,800
Variations:
Capital increase in swap 9,017 9 - 9
At 30 June 2012 1,000,689 1,001 3,808 4,809

At June 30, 2012 and December 31, 2011, the total number of authorised ordinary shares was, respectively,
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1,000,689,341 and 991,672,139 shares, made by accounting entries, with a par value of Euro 1 each. All the
shares issued are fully paid and have the same economic and voting righis.

The proposed distribution of profits for the 2011 financial year approved by the General Shareholders
Meeting held on April 20, 2012 included the payment of a dividend of Euros 360 million {amount equivalent
to the amount distributed in the form of dividends in the 2011 financial year), as well as an increase in paid
up capital via the issue of new ordinary shares, with mechanisms giving shareholders the option to receive
the amount in cash for those that prefer to do so. On June 13, 2012, the negotiation pertod for free allocation
rights corresponding to the afore-mentioned increase of paid up capital ended, with the result that owners of
81.81% of free allocation rights accepted the irrevocable commitment undertaken by GAS NATURAL
FENOSA to purchase rights, involving the acquisition of 811,328,072 rights for a total amount of 379 million
Euros. The titleholders of the remaining 18.19% opted to receive new shares, meaning that the number of
ordinary shares worth one Euro nominal value issued, without a premium, fotalled 9,017,202 shares. The
capital increase was paid up in full and registered with the Trade and Companies Register on June 22, 2312,
and the shares arising from this capital increase were accepted for stock market trading on June 29, 2012,

The proposed application of 2010 results approved by the Annual General Meeting on 14 April 2011 included
the payment of a dividend of Euros 324 millicn (equal to the amount paid out as an interim dividend for 2010)
and a fully-paid capital increase through the issue of new ordihary shares, providing mechanisms to
guarantee that shareholders could receive the amount in cash if they wished. On 14 June 2011, the period
for negotiating the free allocation rights pertaining to the fully-paid capital increase ended and the holders of
3.6% of the free allocation rights accepted the irrevocable commitment to purchase assumed by GAS
NATURAL FENOSA, entailing the acquisition of 33,272,473 rights for a total amount of Euros 15 million. The
owners of the remaining 96.4% opted to receive new shares. Accordingly, 31,731,588 ordinary shares were
issued, with a par value of one euro each and no share premium. The capital increase was fully paid and
entered in the Mercantile Register on 23 June 2011, The shares issued have been traded on the stock
exchange since 29 June 2011,

As a continuation of the agreements concluded on June 2011 between the Algerian company Sociéte
Nationale pour la Recherche, la Production, le Transport, [a Transformation et la Commercialisation des
Hydrocarbures s.p.a (Sonatrach) and GAS NATURAL FENOSA to resolve their differences relating to the
price applicable to contracts for the supply of gas, on 17 June 2011, the Board of Directors of Gas Natural
SDG, S.A. approved a capital increase, excluding the pre-emptive subscription right, through the issue of
38,183,600 new shares at a price of 13.4806 euros per share, to be fully subscribed by Sonatrach for a total
cash sum of Euros 515 million, resulting in a 3.85% shareholding owned by Sonatrach in Gas Natural SDG,
S.A. According to the special report on the exclusion of the pre-emptive subscription right issued by the
independent expert pursuant to the revised Spanish Companies Act 2010, the agreed issue price reflecis the
fair value of the Company's shares. This increase and the resulting entry of Sconatrach as a minority
shareholder of Gas Natural SDG, S.A. was executed on 9 August 2011, once approval had been obtained
from the Algerian authorities.

Earnings per share

The basic earnings per share are calculated by dividing the profit attributable to the equity holders of the
parent company by the average weighted number of ordinary shares in circulation during the period.

At 30.06,12 At 30.06,11
Net income atfributable to equity holders of the company 767 822
Weighted average number of ordinary shares in issue (million) 992,068,500 922,107 576
Earnings per share from continued activities {in Furos):
- Basic 0,77 0,89
- Diluted 0.77 0,89

For the calculation of the average weighted number of ordinary shares in issue the 9,017 202 shares issued
in the capital increase have been taken into account.

The Company has no financial instruments that could dilute the earnings per share.
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Dividends

Set out below are details of the dividend payments made during the six month period ended 30 June 2012
and 2011:

30.06.2012 30.06.2011
% of par Euros per Amount % of par Euros per Amount
value share {1} value share (2)

Ordinary shares 36% 0,36 360 35% 0,35 324
Other shares (without vote, } } . . . .
redeemablie, eic.)

Total dividends paid 36% - 0,36 360 35% 0,35 324
a) Dividends charged to income 36% 036 260 359, 0.35 204

staterment

b} Dividends charged to reserves or
share premium .
c) Dividends in kind - - - N . R

(1} Includes payment of dividends on account of 0,363 Euros per share, for a total -amount of Euros 360 millian
agreed on November 25, 2011, and paid on January 8, 2012

(2) Includes payment of dividends on account of 0,35 Euros per share, for a total amount of Euros 324 million
agreed on November 26, 2010 and paid on January 7, 2011

Note 9. Provisions

The breakdown of Provisions for the six-month period ended June 30, 2012 and December 31 2011 is as
follows:

At30.06.12 At 31.12.11

Provisions for employes obligations 727 709
Other provisions 308 1,003
Total non-current provisions 1,635 1,712
Total current provisions 118 133
Total 1,753 1,845

Other provisions |nchde provisions arising from decommissioning obligations, as well as, tax claims, and
litigation and arbitration in progress (Note 20).

Note 10. Sales

The breakdown of sales for the six-month period for 2012 and 2011 is as follows:

For the period ended 30 June

2012 2011
Sales of gas and connections to distribution netweorks 7,238 5,154
Sales of electricity and access to distribution networks 4,389 4,318
Rentals of facilities, maintenance and other services 730 651
Cther sales 82 82
Total 12,439 10,205

Note 11. Procuremenis

The breakdown of purchases for the six-month period for 2012 and 2011 is as follows:

For the period ended 30 June

' 2012 2011
Energy purchases 7,347 5,630
Access to transmission networks 925 771
Other purchases and stock variation 367 283
Total 8,639 6,684
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Note12. Staff costs

The breakdown of this account for the six-month period for 2012 and 2011 is as follows:

For the period ended 30 June

2012 2011
Wages and salaries : 342 340
Social Security cosis 65 63
Defined contribution plans 19 17
Own work capitatized {37) (31}
Others 34 49
Total 423 438

The average number of employees of GAS NATURAL FENOSA for the six-month period for 2012 and 2011
is as follows:

For the period ended 30 June

' 2012 2011
Men 11,549 12,335
Women 4,806 4,670
Total 16,355 17,005

Note 13. Other operating expenses

The breakdown of this account for the six-month period of 2012 and 2011 is as follows:

For the peried ended 30 June

2012 2011
Repairs and maintenance 183 153
Commercial services & advertising 187 134
Taxes 148 184
Bad debt provision 107 85
Professional services & insurance 81 73
Procurements 53 40
Construction or improvement services (IFRIC 12) 49 33
Leases 30 30
Energy efficiency 23 21
Others 184 147
Total 1,045 901

During the first half of 2011 Taxes reflected an expense amounting to Euros 52 million in the Colombia
subsidiaries relating to Wealth Tax, approved through the amendment of Law 1370, which was levied on the
value of assets at 1 January 2011 although it will be paid in 8 instalmenits for the period 2011 to 2014,

Note 14. Other results

During the six-month period ended 30 June 2012 this relates to the capital gain obtained on the disposal of
certain gas customers and other associated contracts in the Madrid Community amounting to Euros 20
million (Note 7). ' :

In the six-month period ending June 30 2011, this corresponded primarily to the profit on disposal of various
gas distribution and supply companies and assets in Region of Madrid for the sum of 280 million Euros (Note
7). It also included the loss on disposal of electricity generation assets in Guatemala for 9'million Euros and
the loss on disposal on the exchange of EUFER for 4 million Euros (Note 7).
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Note 15. Net financial income

The breakdown of net finance income for the six-month period for 2012 and 2011 is as follows:

For the period ended 30 June

2012 2011
Dividends 2 2
[nterest income . 51 28
Others 36 28
Total financial income 89 58
Financial expense from borrowings {430) (445)
Interest expenses of pension plans and cther post-employment benefits {21} (21}
Other financial expenses : {76) (90}
Total financial expenses {527} {556} .
Variations in fair value of financial derivatives: : 11 3
Derivative financial instruments 11 3
Net exchange gains/losses . 4) 5
(Gain on sales of financial instruments - 1
Net financial income : {431) (489)

The profit on disposal of financial instruments for the period ended June 30, 2011 related to the sale of the
15% stake in the company Ecoenergia de Navarra, S.A.

Note 16. Income tax

The breakdown of the income tax expense is as follows;

For the period ended 30 June

2012 2011
Current fax 238 216
Deferred tax 50 86
Total 288 302

The income tax expense is recognised on the basis of the best estimate of the effective tax rate for the year.
The estimated effective tax rate for the first half of 2012 and 2011 amounted 24.8%.The difference between
the theoretical tax rate and the actual tax rate is primarily due fo the tax deductions for reinvestment of
extraordinary profit and other tax deductions.

Note 17. Business combinations
[n the six months period ended on June 30, 2012, there were no significant business combinations

As mentioned in Note 7, as a result of the agreement for the finalisation of the collaboration with Enel Green
Power through EUFER, in June 2011 GAS NATURAL FENOSA acquired approximately half of the business
and the corresponding assets and liabilities of EUFER, the relevant human and other means necessary for
the generation of electricity under the special regime having been transferred. It has therefore been
considered a business combination and not an acquisition of assets.

The cost of business combination, net of the debt taken on, equates to the valuations at fair value which
were carried out by independent third parties specifically to serve as a basis for the transaction. The detail of
the net assets acquired, at its EUFER book value and fair value, is the following:

Business combinations costs 286
Fair value of the net assets acquired 282
Goodwill (Note 5) 4
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Fair Valug  Carrying value

Other intangible assets 204 33
Property, plant and equipment 665 665
Other non-current assets 3 3
Other current assets 39 39
Cash and other cash equivalents 21 21
TOTAL ASSETS 932 761
Minority interests 6 6
Nen-current provisions 2 2
Non-current financial liabilittes ' 546 546
Other non-current liabilities 5 1
Current financial liabilities 33 33
Other current liabilities 58 45
TOTAL LIABILITIES : 650 633
Fair value of the net assets acquired 282

The final assignment of the acquisition price of EUFER at the fair value of its assets, liabilities and contingent
lizbilities was completed in May 2012. This information agrees with that used to prepare the Consolidated
annual accounts for 2011.

If the operation had taken place on January 1, 2011, the impact of the operation on the net amount of
consolidated turmover and consolidated resuits would not have been significant either.

As a consequence of the process to allocate the purchase price was, ptimarily, the revaluation of intangible
assets, which relates to the licenses of the assets received, mainly wind farms. Given that various operations
have been initiated to merge the main holdings received by Gas Natural Fenosa Renovables, S.A
{subsidiary of GAS NATURAL FENOSA), most of the aforementioned revaluation has a fiscal impact,

Note 18. Related-parties disclosures
Related parties are as follows:

- Significant shareholders of GAS NATURAL FENOSA, understood as those who directly or indirecty hold
an interest equal to or greater than 5%, as well as the shareholders who, while not significant, have
appointed a member to the Board of Directors.

On the basis of this definition, the significant shareholders of GAS NATURAL FENOSA are Criteria
CaixaHolding S.A.U. and therefore Grupo Caixa d’Estalvis i Pensions de Barcelona ("la Caixa" group),
Repsol Group and Catalunya Caixa (until 28 November 2011, date on which the Director designated by
this company tendered his resignation).

- Directors and executives of the company and their immediate family. The term “director” means a member
of the Board of Directors; “executive” means a member of the Management Committee of GAS NATURAL
FENOSA. Transactions with directors and executives are disclosed in Note 19.

- Transactions between Group companies or entities form part of its normal business. The balances and

transactions not eliminated in the consolidation process are not significant. Furthermore, the transactions
with related parties have been made at arm’s length.
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The aggregate amounts of the transactions with significant shareholders are in thousand Euros as follows:

Six-month period ended 30 June 2012

“La Caixa” Repsol
Income and expenses (Thousand Euros) Group Group
Financial expenses 5,936 -
Leases - .-
Services received - 42,976
Goods purchases (finished or in progress) - 511,985
Other expenses (1) 16,998 -
Total expenses 22,934 554,971
Financial income 14,066 -
Leases - 180
Services rendered - 25,621
Sale of goods (finished or in progress) - 526,263
Other income 400 -
Total income 14,456 552,084

Six-month period ended 30 June 2012

“La Caixa” Repsol
Other transactions {Thousand Euros) Group Group
Acquisition of property, plant and equipment, intangible assets and other assets - -
Financing agreements: loans and capiial contributicns (lender) {2} 998,453 -
Sale of property, plant and equipment, intangible assets 248 950 N
and other assets {3) !
Financing agreements: leans and capital contributions (borrower) (4) 523,130 -
Deposits and guarantees deposits received 112,500 -
Dividends and others distributed profit 280,338 - 247,009
Other operations (5) 780,714 -

Six-month period ended 30 June 2011

“La Caixa” Repsol
Income and expenses (Thousand Euros) Group Group Catalunya Caixa [*}
Financial expenses 7,301 - 944
Leases 580 - -
Services received - 32 544 -
Goods purchases (finished or in progress) - 366,964 -
Other expenses (1) 8,072 - 138
Total expenses 15,953 399,505 1,083
Financial income 7.300 - 138
Leases - 174 -
Provision of services - 18,207 -
Sale of goods (finished or in progress) - 267,310 -
Other income 458 - -
Total income 7.768 285,691 138
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Six-month period ended 30 June 2011

“La Caixa” Repsol
Other transactions {Thousand Euros} Group Group Catalunya Caixa (¥}

Acquisition of property, plant and equipment, intangibie assets and
other assets ’
Financing agreements: loans and capital centributions (lender) (2} 1,333,038 - 52,194

Sale of property, plant and equipment, intangible

253,958 195 -
assets and other assets
Financing agreements; loans and capital contributions (borrower) (4} 508,837 - 50,000
Deposits and guarantees deposits received 112,500 - 70,000
Dividends and others distributed profit 118,885 97,755 5,256
Other operations (5) 1,493,895 - 9

(*) Significant shareholders until 28 November 2011,

(1} Includes contributicns to pension plans, life insurance and collective insurance policies and other.
(2) Includes treasury and financial investments.
(3) Includes basically the assignment of debt claims (factoring without recourse) to “la Caixa” Group.

(4) At June 30, 2012 the credit facilities extended by “la Caixa” Group totalled 475,771 thousand Euros
{June 30, 2011: 471,676 thousand Euros) of which 17,442 thousand Euros had been drawn down
(June 30, 2011: 21,564 thousand). Additionally, “la Caixa” Group hold participations in syndicated
loans of 300,000 thousand Euros (June 30, 2011: 300,000 thousand Euros} and other loans totalling
205,688 thousand Eurcs (June 30, 2011: 187,273 thousand Euros). At June 30, 2011 the credit
facilities extended with Catalunya Caixa totalled Euros 100,000 thousand Euros of which no amount
has been drawn down and other loans totalling 50,000 thoeusand Euros.

(5) At June 30, 2012 Other transactions with “la Caixa” Group include 432,903 thousand Euros for
Exchange rate hedges (June 30, 2011: 1,035,999 thousand Euros} and Euros 347,811 thousand for
interest rate hedges (June 30, 2011: 457,896 thousand Euros), at June 30, 2012 this same account
includes a balance of 9 thousand Euros with Catalunya Caixa for interest rate hedges.

Note 19. Disclosures regarding members of the Board of Directors and the Management
Committee

Remuneration of the members of the Board of Directors

The amounts received for the members of Gas Natural SDG, S.A’'s Board of Directors and the various
committees at June 30, 2012 amount to Euros 2,205 thousand {Euros 2,228 thousand at June 30, 2011).

The amounts received for functions other than supervisory and decision-making functions are at 30 June
2012 the amount to Euros 2,260 thousand, Euros 522 thousand in respect of fixed remuneration, Euros
1,736 thousand in respect of variable remuneration and Euros 2 thousand in respect of other items (Euros
3,198 thousand at 30 June 2011 relating to Euros 506 thousand in respect of fixed remuneration, Euros
966 thousand in respect of variable remuneration, Euros 1,725 thousand in respect of a one-off incentive
and Euros 1 thousand in respect of other items).

The contributions to pension plans and group insurance at June 30, 2012 are Euros 140 thousand (Euros
136 thousand at June 30, 2011).

Remuneration of the Executive Committee

The sums received by the members of the Company’s Executive Committee for remuneration at 30 June
2012 amount to Euros 6,553 thousand (Euros 8,428 thousand at 30 June 2011).

The contributions to pension plans and group insurances at June 30, 2012 are Euros 894 thousand (Euros
852 thousand at June 30, 2011).

Operations with Directors and executives

Directors and executives have not carried out any operations outside ordinary business and have not carried
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out any operations with the Company or the companies of the Group which are not at arm’s length.

Note 20. Litigation and arbitration

At the date of preparation of these Condensed consclidated interim financial statements as at 30 June 2012
the main litigations or arbitration proceedings in which GAS NATURAL FENOSA is involved are as follows:

Tax claims in Spain

As a result of the inspection proceedings, for the years 2003 to 2005, the Inspectorate has questioned the
appropriateness of the deduction for exports applied by GAS NATURAL FENOSA. The assessments raised
have been contested and an appeal has currently been filed with the Central Treasury and Tax Court. The
total payable, including interest, accumulated at 30 June 2012 that would derive from such assessments
amounts to Euros 80 million, which is fully provided for.

Tax claims in Argentina

The Argentinean tax authorities have filed tax claims for a total amount, including interest, of 253 million
Argentinean pesos (Euros 45 miliion) in relation to the tax treatment of certain capital gains in the period
1993 to 2001, deriving from the transfer of distribution networks by third parties to the Group company Gas
Natural BAN, S.A.. All claims have been contested and a positive final outcome is expected with respect to
these ctaims. The National Appeal Chamber issued in 2007 a judgment for 1993 to 1997, ordering that the
Decision through which the Federal Public Revenues Administration (AFIP) claimed the tax allegedly owed,
be declared null and void and confirming the non-application of fines. An appeal has been filed against the
Chamber’s Decision with the Supreme Court of Justice.

Tax claims in Brazil

In September 2005 the Tax Administration of Rio de Janeiro declared voided the recognition that it had
previously accepted in April 2003 to compensate the loans for the contributions related to the sale of PIS and
COFINS paid by the Group company Companhia Distribuidora de Gas do Rio de Janeiro - CEG. The Tax
Administration confirmed that resolution in March 2007 and the Company therefore filed an appeal with the
administrative courts (Justicia Federal do Rio de Janeiro), which is being processed. Subsequently, on 26
January 2009 notification was received of public civil action against CEG in connection with the same events.
GAS NATURAL FENOSA considers, together with the company’s legal advisers, that the actions in question
are baseless and it is therefore imprebable that these legal actions will be lost. The total tax under dispute,
updated at 30 June 2012, amounts to BRL 356 million (Euros 140 million).

Claim against Edemet - Edechi (Panama)

in April 2012 a non-guilty verdict was issued in the second instance, leaving a judgement in the first instance
void which condemned the Group companies Empresa Distribuidora de Electricidad Metro Qeste, S.A. and
Empresa Distribuidora de Electricidad Chiriqui, S.A. to indemnity the plaintiff for the amount determined by
the experts and up to a maximum of USD 84 million (Euros 65 million), The plaintiff has appealed against
this judgement. The damages sought would derive from a tender to purchase energy, which was arranged by
the Public Services Authorities and which was awarded to the plaintiff who was finally unable to fulfil the
contract owing to its fajlure to submit the guarantees required in the tender specifications.

GAS NATURAL FENOSA considers that the provisions recorded in these Condensed consolidated interim
financial statements at 30 June 2012 adequately cover the risks described in this Note and therefore no
liabilities other than those disclosed are expected fo arise.

Note 21. Subsequent events

At the date of preparation of these Condensed consclidated interim financial statements, no significant
additional events that the Company believes could significantly affect them have occurred subsequent to the
period end date.
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APPENDEX I: VARIATIONS IN CONSOLIDATION SCOPE

The main changes 1o the consolidation scope in the first half of 2012 have been as follows:

% of voting

Consolidafion

Operation rights acquired / Effective date of method after

Name of the company category disposed of the operation the operation
Transnatural, S.R.1.. de C.V, Disposal 50.0% 31 January -
Distribuidora de Electricidad del Norte, S.A. Acquisition 11.4% 10 February Fuli
Distribuidora de Electricidad del Sur, S.A. Acquisition 10.0% 10 February Fuli
Capital Telecom Honduras, S.A. Acquisition 100% 14 February Full
GEM Suministro de Gas 3, S.L. Disposal 100% 29 February -
GEM Suministro de Gas SUR 3, S.L. Disposal 100% 29 February -
Energias Especiales de Extremadura, S.A. Acquisition 20.6% 5 March Full
g\!j Telecomunicacion El Salvador, S.A. de Acqmmt}cﬁ 100% 10 March Eull
Fenosa Wind, S.1.. Acquisition 15.0% 26 April Full
Edlica de Cordales, S.L.U. Disposal 100% 26 April -
Edlica de Cordales Bis, S.L.U. Disposal 100% 26 April -
Gas Natural Internaticnal, Ltd. Liguidation 100% 30 April -
Edlicos Singulares 2005, S.A. Liguidation 48.0% 23 May -
Andaluza de Energia Solar Cuarta, S.I. Liquidation 76.0% 29 May -

The main changes fo the consclidation scope in the first half of 2011 have been as follows:

% of voting

% of voting rights after Consolidation
Operation  rights acquired / Effective date of the method after the
Name of the company category disposed of the operation operation operation

Energias Especiales de Andalucia, S.L. Acquisition 1.5% 12 January 50% Proportion
Gas Natural Finance, BV Liguidation 100% 15 March - -
Holding Gasinmex, S.A. de C.V Increase - 30 June 82.7% Full
JGC Cogeneracion Daimiel, S.L. incorporation 97.6% 11 February 97.6% Full
Red Union Fenosa, S.A. Acquisition 8.0% 24 April 100% Full
Gem de Suministro Gas 3, S.L. incorparation 100% 9 May 100% Full
Gem de Suministro Gas SUR 3, S.L. Incorporation 100% 9 May 100% Full
Generacién Limpia Guatemala S.A. Disposal 100% 19 May - -
Comercializadora Guatemalteca Disposal s : _
Mayorista de Electricidad, S.A. 100% 19 May
geﬁes Eléctricas de Centroamérica, Dlsp.osal 100% 19 May B .
glztnbmdora de Electricidad de Oriente, Disposal 92.8% 19 May B B
Distribuidora de Electricidad de Disposal o
Qccidente, S.A. 90.8% 19 May B B
Union Fenosa Wind Australia Pty. Lda. Acquiisition 1.0% 31 May 92.4% Full
Eufer Renovables Ibéricas 2004, S.A. Acquisition 50.0% 27 May 100% Full
Edlica del Cordal de Montouto, S.L. Acquisition 50.0% 27 May 100% Full
Energlas Especiales Espina, S.A.U. Acquisition 50.0% 27 May 100% Full
Edlica Galaicoasturiana, S.A. Acquisition 50.0% 27 May 100% Fuil
Andaluza de Energia Sclar Cuarta, S.L. Acquisition 46.0% 27 May 76% Full
Energias Fspeciaies Alcoholeras, S.A. Acquisition 41.0% 27 May 82% Full
Vienfos del Noroeste, S.A. Acquisition 50.0% 27 May 100% Full
gnLerg\a Termosolar de los Monegros, Acguisition 45 0% 27 May 50% Eull
gnLerg\as Especiales de Extremadura, Acguisition 39.0% 27 May 78% Full
Parqua Eélico Cabo Vilane, S.L. Acquisition 50.0% 27 May 100% Full
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Parque Edlico Siera del Merengue,
SA.

Energlas Ambientales de Somozas,
S.A,

Cogeneracién de! Noroeste, S.L.
Energias Ambientales, S.A.

Energias Ambientales de Vimianzo,
SA.

Energlas Ambientales de Novo, S.A.

Societat Eolica de L’ Enderrocada,
S.A.

Punta de Lens Eolica Marina, S.L..
Punta de las Clas Edfica Marina, S.L.
Eufer Energias Especiais de Portugal,
Unipessoal Lda.

Frius Enerodlica, S.L.U.

Eufer-Caetano Energlas Rencvaveis,
Lda.

ENEL U.F. Renovables, S.A.

Andaluza de Energia Solar Primera,
S.A.

Andaluza de Energia Solar Quinta, S.A.

Andaluza de Energia Solar Tercera,
S.A.

Aprovechamientos Eléciricos, S.A.
Aridos Energias Especiales, S.L.
Azucarera Energlas, S.A.

Barbao, S5.A.

Boiro Energia, S.A.

Depuracion, destiliacion y reciclaje, S.L.
Energias Especiales Alto Ulloa, S.A.
Energias Especiales de Andalucia,

Energias Especiales de Caredn, S.A.
Energias Especiales de Gata, S.L.
Energias Especiales de Padul, S.|..U,
Energias Especiales del Bierzo, S.A.

Energias Especiales Montes
Castellanos, S.L.U.

Energias Especiales Montes de
Andalucia, S.L.

Energlas Especiales Noroeste, S.A.U.

Energias Especiales Pefia Armada ,
S.A.
Energias Especiales Santa Barbara,

Energias Especiales Valencianas, S.L.

Energias Renovables Montes de San
Sebastian, S.L.

Eufer Operacion, 5.L.

Parque Edélico Belmonte, S.A.
Parque Edlico de _Capelada ,ALE.
Parque Eolico de Corullen , S.L.
Parque Eolico de San Andrés, S.A.
Parque Edlico Maipica, 5.A.

Parque Eodlico Montes de las Navas,
SA,

Promociones Energéticas del Bierzo,
S.L.

Proyectos Universitarios Energias
Renovables, S.L.

Sistemas Energéticos Mafidn
Ortigueria, S.A.

Ufefys, 3.L.

Energlas de Villarubia, S.L.
Eneriasa, 5.A,

Sotavento Galicia, S.A., S.A
Tinmadrid, S.A.

0O & M Energy Uganda Limited.

Acquisition
Acqussition

Acquisition
Acquisition
Acqguisition

Acquisition
Acqguisition

Acquisition
Acquisition
Acguisition

Acguisiton
Acguisition

Disposal
Disposal

Disposal
Disposal

Disposal
Disposal
Disposal
Disposal
Disposal
Disposal
Disposal
Disposai

Disposal
Disposal
Disposal
Disposal
Disposal

Disposal

Disposal
Disposal

Digposal

Disposal
Disposal

Disposal
Disposal
Dispcsal
Disposal
Dispesal
Dispesal
Dispesal

Disposal
Dispcsal
Disposal

Dispesal
Dispecsal
Disposal
Disposal
Disposal

Acquisition

25.0%

23.0%

20.0%
16.7%

16.7%
16.7%
13.0%

5G.0%
50.0%

50.0%
50.0%
26.0%
50%
30%
30%
30%
50%
21%
20%
50%
20%
20%
50%
50%

39%
50%
50%
25%

50%

50%
50%
40%

50%
50%
50%
50%
25%
25%
50%
41%
25%
10%
18%
17%
48%
20%
10%
22%
9%
9%
100%

27 May

27 May

27 May
27 May

27 May
27 May
27 May

27 May
27 May

27 May
27 May
27 May
27 May
27 May
27 May
27 May

27 May
27 May
27 May
27 May
27 May
27 May
27 May

27 May

27 May
27 May
27 May
27 May

27 May

27 May
27 May
27 May

27 May
27 May
27 May

27 May
27 May
27 May
27 May
27 May
27 May

27 May
27 May
27 May

27 May

27 May
27 May
27 May
27 May
27 May
30 June

50%
46%

40%
33%

33%
33%
27%

100%
100%

100%
100%
51%

100%

Propartional
Proportional

Proportional
Proportional
Proportional

Proportional
Proportional

Ful
Full
Fuil
Full
Proportional

Full
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U.F. Energias Renovables Chile, S.A. Acquisition 11% 30 June 91% Full
Bis Distribucion de Gas, S.A. Disposal 100% 30 June -

3G Holdings Limited Acquisition 7.5% 30 June 10%

Equity
method

e
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1. Business performance

Analysis of the six-month period ended the 30 June 2012

Net profit in the first half of 2012 was Euros 767 million, down 6.7% year-on-year, due
primarily to lower gains boocked on asset sales with respect to the same period o
2011. : _

in recurrent terms, i.e. adjusting for gains/losses on asset divestments in the first haif
of 2012 and 2011, net profit would have expanded by 24 3%. That growth is the result
of positive EBITDA performance in a demanding macroeconomic context and of
financial discipline, reflected by the gradual normalisation of rate debt and decline in
financial expenses.

Consolidated EBITDA in the period amounted to Eurcs 2,559 million, a 7.3% increase
with respect to the first half of 2011, supported by GAS NATURAL FENOSA's
diversification, the growing contribution from the international business,. and its
balanced business profile, which neutralised the evolution of businesses in Spain,
impacted by divestments in 2011 and the estimated impact from Royal Decree-Act
13/2012.

Standardising for divestments in 2011 and 2012, EBITDA would have expanded by
10.0%.

The results obtained in this context highlight the solid fundamentals of GAS
NATURAL FENOSA's business model, which is based on an appropriate balance of
regulated and liberalised gas and electricity businesses, including a growing,
diversified international presence.

The scrip dividend transaction was completed on 13 June 2012. The acceptance rate
among GAS NATURAL FENOSA shareholders was 18.2%. The new shares were
listed on 29 June 2012. '

GAS NATURAL FENOSA commenced construction of the 50 MW Torito hydroelectric
plant {(Costa Rica), which is expected to become operational in 2014.

GAS NATURAL FENOSA commenced the administrative paperwork for building an
underground natural gas storage facility in Bages (Barcelona).

Divestments, the Company's sound, balanced husiness profile, and strict discipline in
finances and capital expenditure have enabled the Company to steadily reduce
leverage, fo 53.3% at 30 June 2012, which is particularly efficient since the debt
structure, cost and maturities are in line with GAS NATURAL FENOSA's business
profile.



Main financial aggregates

2012 2011 %
Net sales 12,439 10,205 219
EBITDA 2,559 2,386 7.3
Operating income 1,582 1,698 {6.8}
Net income aftributable to parent company 767 822 {6.7}
Investments 551 520 6.0
Net financial debt (at 30/6) 16,939 16,949 (0.1
Main physical aggregates
(Gas and electricity distribution
2012 2011 %
Gas disfribution (GWhy): 207,754 202,976 24
Europe: 108,028 109,644 (1.5)
Tariff gas sales 1,926 1,801 6.9
TRA 106,102 107,843 (1.8)
Latin America 99,726 93,332 6.9
Tariff gas sales 58,960 54,301 86
TPA 40,766 39,031 44
Electricity distribution {GWh): 27,404 27,654 (0.9}
Europe: 18,621 18,567 0.3
Tariff electiicity sales 1,268 1,223 37
TPA 17,353 17,344 0.1
Latin America 8,783 9,087 (3.3)
Tariff electricity sales 8,321 8,622 (3.5)
TPA 462 465 (0.6)
Gas distribution connections (‘000) (at 30/06): 11,509 11,498 9.1
Europe 5,624 5,736 3.7
Latin America 5,985 5,762 3.7
Electricity distribution connections (‘000} (at 30/06): 8,221 8,057 2.0
Europe 4,586 4,548 0.8
Latin America 3,635 3,509 3.6
ICEIT in Spain {minutes) 15 20 (25.0)




Energy businesses:

2012 2011 Y
Electricity generated (GWh): 27,890 28,799 (3.2}
Spain; 18,721 19,250 2.7}
Hydroelectric 782 2,363 (66.9)
Nuclear 2,081 2,020 3.0
Coal 3,916 1,305 200.1
Oil - gas - () -
CCGT 10,554 12,315 (14.3)
Renewables 1,388 1,249 111
International: 9,169 9,549 (4.0)
Hydroelectric 43 42 2.4
CCGT 8,274 8,544 (3.2)
Qil - fired B52 983 (11.5)
Electricity capacity (MW). 15,445 16,443 (6.1
Spain: 12,804 13,811 (7.3)
Hydroelectric 1,905 1,868 2.0
Nuclear 603 595 1.3
Coal 2,048 2,048 -
Oil - gas 157 617 {74.5)
CCGT 6,998 7,733 (9.5)
Renewables 1,083 850 15.1
International: 2,641 2,632 0.3
Hydroelectric 22 22 -
CCGT 2,298 2,289 0.4
Oil - fired 321 321 -
Gas supply (GWh): 173,406 153,410 13.0
Spain 125,920 121,083 4.0
Rest 47,486 32,327 46.9
Union Fenosa Gas:
Gas supply in Spain (GWh) 29,619 27,592 7.3
Rest (GWh) 14,898 12,473 19.4
Gas transportation - EMPL (G\Wh) 66,203 62,972 5.1

{1) 100% included.



Analysis of consolidated earnings

Net sales

For the 6-month period ended 30 June

% of the % of the

2012 total 2011 total % 2012/2011

Gas distribution 2,169 174 2,035 19.9 6.6
Spain 631 5.1 825 6.1 1.0
Latin America 1,377 11.1 1,285 12.6 7.2
Rest 161 13 125 1.2 28.8
Electricity distribution 1,779 14.3 1,759 17.2 1.1
Spain 424 3.4 - 466 4.6 (9.0)
Latin America 1,230 9.9 1,191 11.7 3.3
Rest 125 1.0 102 1.0 225
Electricity . 3,453 27.8 3,347 328 3.2
Spain 2,989 24.0 2,844 279 5.1
Latin America 399 3.2 442 4.3 (9.7)
Rest 65 0.5 61 0.6 6.6
Gas 6,588 53.0 4,651 - 456 416
Infrastructures 153 1.2 139 1.4 10.1
Supply and commercialisation 5,800 46.6 4,075 39.9 42.3
Unién Fenosa Gas 635 5.1 437 4.3 453
Other activities 288 2.3 311 3.0 (7.4)
Consolidation adjustments (1,838) (14.8) (1,898) {18.6) (3.2
Total 12,439 100.0 10,205 100.0 21.9

Net sales totalled Euros 12,439 million until June 30, 2012 an increase of 21.9% over
the same period |ast year, due basically to growth in the wholesale gas business both
Supply and commercialisation, and UF Gas.

EBITDA
For the 6-month period ended 30 June
% of the % of the

2012 total 2011 total % 201272011
Gas disfribution 807 315 803 337 0.5
Spain 451 17.6 462 19.4 (2.4)
Latin America 310 121 302 12,7 2.6
Rest 46 1.8 39 1.6 17.9
Electricity distribution 506 19.8 501 21.0 1.0
Spain 308 12.0 349 1486 (1.7}
Latin America 181 71 137 57 324
Rest 17 0.7 15 0.6 13.3
Electricity 582 227 591 24.8 (1.5)
Spain 451 17.6 460 19.3 (2.0)
L.atin America 125 49 124 52 0.8
Rest 6 0.2 7 0.3 (14.3)
Gas 646 252 424 17.8 52.4
Infrastructures 110 4.3 82 3.4 34.1
Supply and commercialisation 363 142 206 3.6 76.2
Unidn Fencsa Gas 173 6.8 136 57 27.2
Other activities 18 0.7 67 2,8 (73.1)
Total 2,559 100.0 2,386 100.0 7.3

{1} EBITDA = Operating income + Depreciation and amortization + Operating provisions — Other income



Consolidated EBITDA in the first half of 2012 amounted io Euros 2,559 million, an
increase of 7.3% with respect to the first half of 2011, in a very fough macroeconomic
energy and financial context; this result was achieved due to an appropriate balance
of regulated and liberalised gas and electricity businesses, including a growing,
diversified international presence, which offset the EBITDA impact of divestments in
2011 and the estimated impact of Royal Decree-Act 13/2012.

Regulated gas and electricity distribution in Spain (29.7%) and other countries
(21.6%) accounts for 51.3% of GAS NATURAL FENOSA's EBITDA.

(Gas business expanded by 52.4% and accounts for 25.2% of consolidated EBITDA.
The electricity business declined in importance, and now accounts for 22.7% of
consolidated EBITDA.

EBITDA from GAS NATURAL FENOSA'S international 'activities accounted for 42.2%

of the consolidated total in the first half of 2012, compared with 34.4% in the same
period last year.

Operating income

For the 6-month period ended 30 June

% of the % of the

2012 total 2011 total % 2012/2011

Gas disfribution 580 36.7 589 34.7 (1.5}
Spain 308 195 321 18.9 (4.0)
Latin America 240 15.2 241 142 (0.4)
Rest 32 2.0 27 1.6 185
Electricity distribution 295 18.6 301 17.7 (2.0}
Spain 198 2.5 245 14.4 (19.2)
Latin America 83 5.2 44 26 88.6
Rest ‘ 14 0.9 12 0.7 16.7
Electricity 219 13.8 244 14.4 (10.2)
Spain 144 9.1 162 9.5 (t1.1)
Latin America 72 4.6 77 4.5 {6.5)
Rest _ 3 0.2 5 0.3 (40.0}
Gas 496 314 293 17.3 693
Infrastructures 71 4.5 52 3.1 36.5
Supply and commercialisation 329 20.8 181 10.7 81.8
Union Fencsa Gas 96 6.1 &0 3.5 60.0
Other activities (8) (0.5) 271 16.0 (103.0)
Totat 1,582 100.0 1,698 100.0 (6.8)

Depreciation charges increased by 2.4% while provisions increased by Euros 21
million to Euros 107 million in the first half of 2012. Gains from asset disposals
totalled Euros 20 million (Euros 267 million in the first half of 2011), providing
operating profit of Euros 1,582 million, i.e. 6.8% lower than the same period last year.

Adjusting for gains/losses on asset divestments, EBITDA would have increased by
10.0%.




Financial results

The cost of net interest debt in the first half of 2012 was Euros 388 million, lower than
in in the first half of 2011 due to the combined effect of lower net debt and the lower
cost of debt. The reduction in gross debt and the increase in cash are the resuit of
collections from securitisation of the tariff deficit and of operating cash flow.

Corporate income tax

GAS NATURAL FENOSA is taxed in Spain under the consclidated taxation system,
in which the tax group is viewed as the taxpayer and its tax base is determined by
aggregating the tax bases of its component companies. The other Spanish-resident
companies that are not part of the tax group file individual retums, and those not
resident in Spain are taxed in their respective countries; the tax rate on Company
income (or the equivalent tax) that is in force is applied to income for the period.

The income tax expense is recognised based on the effective tax rate envisaged for
the year as a whole. The effective tax rate in the first half of 2012 was 24.9%, on par
with last year's figure. The difference between the theoretical tax rate and the
effective tax rate was mainly due to the application of tax credits for reinvestment of
extraordinary gains.

Minority interest

The main items in this account are the minority shareholders of EMPL, investees in
Colombia, gas distribution companies in Brazil, and electricity generation and
distribution companies in Panama.

Income attributed to minority interest in 2012 amounted to Euros 103 million, Euros
13 million more than in the same pericd of 2011.

Investments

The breakdown of investments by type is as follows:

2012 2011 %
Property, plant & equipment 445 463 (3.7
infangible assets _ 89 55 61.8
Financial investments 16 2 -
Total invesiments 551 520 6.0

Investments in property, plant & equipment and intangible assets amounted to Euros
535 million in the period, an increase of 3.3% year-on-year.

In 2008, the Costa Rican Institute of Electricity (ICE) awarded GAS NATURAL
FENOSA the contract to build and operate the Torito hydroelectric plant (50 MW) for
a 20-year period. Capital expenditure amounted to Euros 15 million in in the first half



of 2012; by application of IFRIC 12 "Service Concession Arrangements”, that amount
is classified as financial assets.

The breakdown of investment in property, plant and equipment and intangible assets
by line of business is as follows:

For the 6-month period ended 30 June

2012 2011 %

Gas distribution: 190 173 9.8
Spain 108 108 -
Latin America 65 50 30.0
Rest 17 15 133
Electricity distribution 169 154 9.7
Spain 121 102 18.8
Latin America 44 47 (6.4)
Rest 4 5 (20.0)
Flectricity: 112 118 (5.1)
Spain 80 94 . {14.9}
Latin America 32 24 33.3
Other : - - -
Gas 24 24 -
Infrastructures 14 14 -
Supply and commercialisation 7 6 16.7
Uniénh Fenosa Gas 3 4 (25.0)
Other activities 40 49 (18.4)
Total investments in property, plant and equipment 535 518 3.3

GAS NATURAL FENOSA allocated 67.1% of capital expenditure to regulated gas
and electricity distribution, which will strengthen their contribution to consolidated
EBITDA.

A total of 65.4% of consolidated capital expenditure in the period corresponds to
Spain.

Capital expenditure in Latin America remains focused on Mexico, Brazil and
Colombia.

Analysis of results by activity

(as distribution in Spain

This area includes gas distribution, third-party access (TPA) and secondary
transportation, as well as the distribution acfivities that are charged for outside the
regulated remuneration {(meter rentals, customer connections, etc.} in Spain.

in line with the action plan approved by Spain's National Competition Commission in
connection with the purchase of Union Fenosa, the Company completed the sale of
304,456 natural gas supply points in Madrid (with a consumption of 1,439 GWh) to
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the Madrilefia Red de Gas group on 30 June 2011. As a result, there are notable
variations when comparing the two periods.

Resuits

2012 2011 %
Net sales 631 625 1.0
Purchases . {11} (7} 571
Personnel costs, net {36) (38) {5.3)
Other expense/ income (133} (118} 12.7
EBITDA 451 462 (2.4)
Depreciation and amortization (141) (141) -
Change in operating provisions ) - -
Operating income 308 321 (4.0)

Net sales in the gas distribution business totalled Euros 631 million and EBITDA to
Euros 451 million,

Excluding the effect of the divestment of assets in the Madrid region and non-
recurring revenues in the first half of 2011, net sales would have expanded by 6%
and EBITDA by 4.6% with respect to the same period the previous year.

Main Aggregates

The main aggregates relating to the gas distribution activity in Spain were as follows:

2012 2011 %
(Gas TPA sales (GWh) 105,518 167,340 (ﬁ N
Distribution network (Km) 45,785 44 557 2.8
Change in connection points ('000) 31 36 (13.8}
Connection points ('000) (at 30/06) 5,081 5,310 {4.3)

Excluding divestment proceeds, revenues in the regulated gas business in Spain,
which includes TPA (third-party access) services in the gas distribution network and
secondary transportation, increased by just 0.1% (+143 GWh) with respect to the
same period of 2011,

GAS NATURAL FENOSA continues to expand its distribution network and to increase
the number of supply connections. The low level of activity in the new building market
continues to impact growth in supply connections, which the Company aims to offset
in the coming quarter by increasing connections in the existing building market. New
customers in that market which are signed but not yet connected expanded by 3%
with respect to the first half of 2011.



In like-for-like terms, the distribution network expanded by 1,261 km, by adding 35
municipalities.

Order IET/3587/2011 was published on 31 December 2011, establishing the tolls and
fees for third-party access to gas installations and remuneration for regulated gas
activities for 2012. The order maintains the system for calculating the distribution
remuneration as amended the previous year, updating the remuneration for 2012 in
accordance with the actual IPH index for October 2011. The remuneration recognised
for GAS NATURAL FENOSA in 2012 from distribution and transportation activities in
2012 is Euros 1,119 million.

The measures approved under Royal Decree-Act 13/2012 of 30 March, which
transposes EU directives relating to the intemnal electricity and gas markets, are a first
step towards reforming the electricity and gas sectors. The measures focus on the
causes of the gas deficit which is a temporary result of the decline in demand caused
by the economic crisis. Those measures will maintain the system's financial
equilibrium with moderate toll increases. They will not have any impact on the
Company's gas distribution revenues in 2012.

Gas distribution in Lafin America

This division involves gas distribution in Argentina, Brazil, Colombia and Mexico.

2012 2011 %
Net sales 1,377 1,285 7.2
Purchases (901) (829) 8.7
Persennel costs, net {51} (45} 13.3
Other expense/ income {115} {109) 55
EBITDA 310 302 2.6
Depreciation and amortization (58) (56). 3.6
Change in operating provisions (12} {5) 140.0
Operafing income 240 241 (0.4)

EBITDA amounted to Euros 310 million, a 2.6% increase in the first half of 2011, and

was positively impacted by appreciation of the Colombian peso (+9.9%) and the

Argentine peso (+2.4%) and negatively impacted by the devaluation of the Brazilian
" real (-5.7%) and the Mexican peso (-3.1%).

Net sales totalled Euros 1,377 million, an improvement of 7.2%, with a sales volume
that was 6.9% higher than in the first half of 2011.

Brazil accounted for 49.4% of EBITDA an a 20.8% increase in sales with respect to
the first half of 2011, and a 5.1% increase in the spark spread, mainly due to the
Consumer Price index update.




Colombia's contribution to EBITDA amounted to 12.3%, taking into consideration the
gffect of the wealth tax booked in the first half of 2011 earnings and which does not
apply in 2012,

EBITDA in Mexico accounted for 18.4% of the total, and the spark spread in local
curency rose 11.3% with respect to the first half of 2011. The average bill for
residential customers will decline by approximately 45%, allowing for strong
development of natural gas in the Bajio region, a market with 400,000 potential
customers.

Main aggregates

The main physical aggregates in gas distribution in Latin America are as follows:

2012 2011 %
Gas activity sales (GWh}); 99,726 93,332 6.9
Tariff gas sales 58,960 54,301 86
TPA 40,766 39,031 4.4
Distribution network (Km) B 66,413 64,987 2.2
Change in connection points (‘000) 103 97 6.2
Connection points {‘000) {at 30/06) 5,985 5,762 3.9

The key physical aggregates by country in 2012 are as follows:

Argentina Brazil Colombia Mexico  Total
Gas activity sales (GWh): 37,965 29,282 8,528 23,951 99,726
Increase vs, First half of 2011 (%) 31 20.8 {0.7) 1.1 6.9
Distribution network 23,408 6,180 1.9,632 17,195 66,413
Increase vs 30/06/2011 (km) 263 136 428 509 1,426
Connection points {"000 at 30/06) 1,507 853 2,348 1,279 5,985
Increase vs. 30/06/2011, in thousands 34 27 112 50 223

There were a total of 5,985,000 gas distribution connections in the first half of 2012.
Year-on-year growth remains high, with the Company adding 223,000 distribution
connections (of which 112,473 in Colombia alone). The Company has 1.5 million
customers in Argentina.

Sales in the gas activity in Latin America, which include both gas sales and TPA
(third-party access) services, totalled 99,726 GWh, a 6.9% increase with respect to
the same period in 2011,

The distribution grid expanded by 1,426 km (+2.2%) in the [ast 12 months, to 66,413
km at the end of June 2012. '
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Highlights in Latin America:

In Argentina, residential/commercial customer numbers declined by 1.9%
compared with the first half of 2011 as a result of the low level of commercial
activity. Gas and TPA sales increased by 3.1% as a result of the weather
effect, and the Company continued to curtail expenditure sharply in a situation
of high inflation (23%).

The business performed very well in Brazil, with a 22.1% net increase in
residential/commercial customer numbers and a 20.8% increase in gas and
TPA sales, especially in the residential/commercial, automotive LNG and
power generation segments. Electric power plant dispatching in the first half of
2012 increased by 68% year-on-year, and sales also performed very well
Reservoir levels in June 2012 were 72.5%, i.e. below the historical average
(85.2%).

In Colombia, residential/commercial customer numbers increased by 8.8%
and sales of appliances by 24.2% (from 17,282 to 21,465) with respect to the
first half of 2011, reflecting 3.5% sales growth in this market.

In Mexico, installations increased by 32.6% with respect to the first half of
2011, with notable improvements in central Mexico (Metrogas and Toluca) and
in the north (Monterrey, Nuevo Laredo and Sallilio).Gas and TPA sales in the
residential/commercial markets and TPA increased notably, by +6.6% and
+3.2%, respectively, compared with the first half of 2011.

Gas distribution other { Italy)

This area refers to regulated gas distribution and retail sales of gas in ltaly.

Resuifs

2012 2011 %
Net sales 161 125 288
Purchases . {93) {(67) 388
Personnel costs, net (8) (7 143
Other expensef income (14) (12) 16.7
EBITDA 46 39 17.9
Depreciation and amortization (12} {(11) 9.1
Change in operating provisions (2} {1) -
Operating income 32 27 18.5

Gas distribution and supply in ltaly contributed Euros 46 million in EBITDA, i.e. 17.9%
more than in the first half of 2011
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The improvement in EBITDA is attributable to the higher gas tariff in the retail market
for the first quarter of the year and to greater gas distribution volumes as a result of
the weather conditions. , '

Main aggregates

GAS NATURAL FENOSA has 443,494 gas distribution points in Italy, a 4.0%
increase with respect to 30 June 2011.

2012 2011 %

Gas aclivity sales (GWhY: 2,510 2,304 8.9
Tariff gas sales 1,926 1,801 6.9
TPA 584 503 16.1
Distribution network {Km) 6,788 6,344 7.0
Connection points {'000) (at 30/06) 443 426 4.0
Retail gas procurement (Gwh) 1.908 1.803 5.8

A total of 2,510 GWh of gas were distributed, i.e. 8.9% more than in in the first half of
2011, due to growth of the distribution netwark and to weather conditions.

The distribution grid expanded by 444 km in the last 12 months, to 6,788 km at 30

June 2012. This growth included the acquisition of the Favellato Reti group on 22
December 2011, which added 324 km to the grid.

Electricity distribution in Spain

The electricity distribution business in Spain includes regulated distribution of
electricity and network services for customers, basically connections and hook-ups,
metering and other actions associated with third-party access to GAS NATURAL
FENOSA's distribution network.

Results

2012 2011 Yo
Net sales 424 466 (9.0)
Purchases - - -
Personnel costs, net (50) (59) (15.3)
Other expense/ income (66) {58) 13.8
EBITDA 308 349 (11.7)
Depreciation and amortization {111) (106) 4.7
Change in operating provisions 1 2 (50.0)
Operating income 198 245  (19.2)
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Royal Decree-Act 13/2012, of 30 March 2012, adopting measures to correct
imbalances between costs and revenues in the electricity and gas sectors,
establishes a decline in regulated revenues asscciated with distribution and
commercial management of access. This decline amounted to close to Euros 110
million for GAS NATURAL FENOSA with respect to the 2012 figures estabiished
under Order IET/3586/2011 (Official State Gazette of 31/12/2011).

In this context, net revenues declined by 9.0% year-on-year.

EBITDA in the first half of 2012 declined by 11.7% vyear-on-year as a result of the
estimated negative impact of the above-mentioned Royal Decree-Law.

Main aggregates

2012 7 2011 %

Electricity activity sales (GWh): 17,353 17,344 0.1
Tariff electricity sales - - -
TPA 17,353 17,344 0.1
Connection points ('000) (at 30/06) 3,760 3,733 0.7
ICEIT (minutes) 15 20 {25.0)

Although energy distribution was on par with the same period in 2011, standardised
electricity demand feli by around 0.5%, in line with performance nationwide. The
number of distribution connections increased by 0.7%, to 3,760,186.

There were no notable incidents in the first six months due to the facilities' good
performance as a result of investment in recent years and ongoing maintenance,
together with favourable weathér. As a result, the ICEIT (installed capacity equivalent
interrupt time) was 15 minutes, compared to 20 minutes in in the first half of 2011, i.e.
an improvement of 25%.

The performance by quality, service and network energy efficiency ratios reflects the
success of the capital expenditure plans, the quality of the network architecture and
the allocation of considerable human resources and funds to operation and
maintenance. '

Electricity distribution in Latin America

This division involves electricity distribution in Colombia, Nicaragua and Panama.

The sale of the electricity distribution business in Guatemala led to its deconsolidation
on 1 June 2011
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Results

2012 2011 %
Net sales 1,230 1,191 3.3
Purchases (924) . (893) 3.5
Personnel costs, net ' (28) (29) (3.4)
Other expense/ income (97} (132) (26.5)
EBITDA 181 137 32.1
Depreciation and amortization (35) (40) (12.5)
Change in operafing provisions (63) (53) 18,9
Operating income ‘ 83 44  88.6

EBITDA from the electricity distribution business in Latin America amounted to Euros
181 million, 32.1% more than in in the first half of 2011.

Exciuding the currency effect and the divestment of electricity distribution companies
in Guatemala, EBITDA would have expanded by 47.6%. Moreover, excluding from
2011 EBITDA the wealth tax in Colombia, which was a non-recurring item, EBITDA
would have improved by just 5.6%.

The distribution business in Colombia contributed Euros 125 million to EBITDA, i.e. a
7.4% improvement excluding the effect of the wealth tax in 2011. That increase
reflects greater demand in year-on-year terms, which was affected by a very strong
cold wave in winter. This weather event also impacted energy prices, which had a
notable impact on the tariff as a result of the pass-through clauses.

EBITDA from distribution companies in Central America fotalled Euros 56 million, i.e.
up 9.8%, driven by higher demand in Panama (+9.0%) and Nicaragua (+4.1%). This
absorbed the impact of the higher cost of unrecognised losses due to higher energy
purchasing prices, especially in Nicaragua, where procurement costs increased by
around 8% on average.

Main aggregates

2012 2011 Y

Elecfricity activity sales (GWh): 8,783 9,087 (3.3}

Tariff electricity sales 8,321 8,622 (3.5

TPA 462 485 (0.6)
Connection points ('000) (at 30/06) 3,635 3,509 36

Electricity sales totalled 8,783 GWh, a decline of 3.3% year-on-year as a result of the
divestment of distribution companies in Guatemala. Excluding those companies,
sales expanded by 6% due to growing demand in other Central American countries.

The number of customers (distribution connections) increased by 3.6%.
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The key physical aggregates by country in 2012 are as follows;

Colombia Nicaragua Panama Total
Electricity activity sales 5418 1,350 2,017 8,783
Change vs. 30/06/2011 (%) 5.8 46 9.4 {3.3)
Connection points {'000 at 2,266 - 869 500 3,635
Change vs. 30/06/2011 ('000) 71 37 18 126
Network loss ratio 18.2 20.5 10.2 16.7

The performance of basic operating indicators reflects good business management
and growth, as envisioned in the plan to reduce losses and bad debts.

Plans to reduce losses implemented in the various countries have enabled the
Company to lessen the negative effect of the increase in demand on the power loss
index.

Electricity distribution other {(Moldova)

The business in Moldova consists of regulated distribution of electricity and the supply
of electricity at the bundled tariff in the capital city and the central and southern
regions. GAS NATURAL FENOSA is responsible for 70% of electricity distribution in
Moldova.

Results

2012 2011 %
Net sales 125 102 22.5
Purchases (98) (78) 25.6
Personnel costs, net {4) (4 -
Other expense/ income (6) (5} 20.0
EBITDA 17 15 13.3
Depreciation and amortization ' (3) (3) -
Change in operating provisions - - -
Operating income 14 12 16.7

Net sales reflect the pass-through effect of procurement costs together with the capex
plan and operation and maintenance performed in accordance with the country's
current regulations.

In local currency terms, the spark spread (revenues-procurement costs) increased by
5.6% with respect to the same period of 2011, reflecting basically the regulated
remuneration for electricity distribution and electricity supply at the regulated tariff. It
is worth noting the strength of the local currency with respect to the euro in the period.

As a result, EBITDA amounted fo Euros 17 million, a 13.3% increase over the same
period of 2011. The increase was 7.2% in local currency terms. The strength of the
local currency against the euro explains the larger increase in EBITDA in euro.
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Main aggregates

2012 2011 %

Electricity activity sales (GWh); 1,268 1,223 37
Tariff electricity sales 1,268 1,223 3.7
TPA : - - -
Connection points ('000) (at 30/06) ‘ 826 815 1.3
Network loss ratio {%) 12 13 (7.7)

Energy supply expanded by 3.7%, faster than electricity demand at national level
{+1.3%), as a result of plans to improve grid energy efficiency and of anti-fraud
actions. Supply connections totalled 825,892 at the end of June 2012, up 1.3% year-
on-year.

GAS NATURAL FENOSA continues to implement its plan to improve management in
Moldova, focusing essentially on processes linked to energy control in the distribution
networks, operating processes associated with the entire customer management
cycle, and optimisation of facility operation and maintenance; the plan is achieving its
objectives.

- This plan is driving a steady improvement in basic operating indicators, particularly
the network loss indicator, which has improved almost one percentage point
compared with last year (from 13.3% to 12.4%), making it possible to maximise
regulated revenues.

There has also been a notable improvement in service quality and network incidence
indicators. Debt collection ratios continue to perform well.

Electricity in Spain

The electricity business in Spain includes the generation of electricity, wholesale and
retail marketing of electricity in the deregulated Spanish market and the supply of last-
resort electricity at tariff rates.

Results

2012 2011 %o
Net sales 2,989 2,844 5.1
Purchases (2,211) 2,127) 3.9
Personnel costs, net (73) (74) (1.4)
Other expense/ income (254) {(183) 38.8
EBITDA 451 460 (2.0)
Depreciation and amertization {289) {288) 0.3
Change in operating provisions (18} {(10) 80.0
Operating income 144 162 (11.1)
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Net sales in the electricity business amounted to Euros 2,989 million in the first half of
2012, 5.1% more than in the same period of 2011.

ERITDA amounted to Euros 451 million in the first six months of 2012, a 2.0% decline
year-on-year. ,

Higher fuel prices and the consequent increase in generation costs, together with the
change in the electricity production mix {i.e. lower hydroelectric output) and the 3.2%
decline in output due, among other reasons, to the divestment of the Plana del Vent
and Arribal CCGTs in the second and third quarters of 2011, respectively, reduced
EBITDA even though wholesale power prices in Spain were higher.

Nationally, demand for electricity on mainland Spain reached 127,637 GWh during
the first half of the year, 0.2% less than the same period in 2011, although during the
last three months monthly growth has been slightly positive. Adjusting demand for the
effects of employment and temperature, demand fell by 1.7% in the first six months of
the year.

During the first half of the year the high point of hourly demand reached 43,010 MW
in mid-February, which is 1,866 MW lower than the maximum historic amount
attained in December 2007,

The physical balance of international exchanges remains on the export side and
during the first half of 2012 reached 5.6 TWh exported, which is a 64.8% increase
over the first half of 2011.

The slight reduction in demand for electricity on mainland Spain during the first half of
the year, and the strong increase seen in exports and pumping consumption translate
into an increase in net generation of national electricity, which is the result of the
uneven increase in generation under the Special System, especially wind energy,
which was 12.5% higher than during the same period the preceding year, and the
decline in the net generation under the Ordinary System.

During this half of the year wind energy exceeded several historic maximums. In April
the record for monthly wind energy production was attained, together with new
maximum instantaneous production, hourly and daily energy and a new record was
also established with respect to the coverage of demand by wind energy.

The rest of the Special System also recorded an increase during the first half of the
year due to the high increases in solar energy, which exceeded 6 TWh produced over
the course of the year so far.

Special regime oufput as a whola increased by 8.8% in 2012, and covered 41.0% of
total Spanish mainland demand, almost 4 points more than in the first half of 2011.

Production under the Ordinary System shows a decline, returning to the trend seen in
2011. By technology, both nuclear, due to the effect of the deferral of revisions, and
coal, both naticnally due to the effect of the Royal Decree on Supply Guarantees and
imports, showed increases, The rest of the technologies under the Crdinary System,
hydroelectric and combined cycles presented declines during the first half of the year.
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Hydroelectric production fell during the first half of 2012 compared with the same
period in 2011 as a result of less available water. Over the course of 2012,
hydroelectric energy that may be produced classifies the year as extremely dry with a
Probability of Being Exceeded (PBE), compared with the historic production capacity
average, of 97%, this means that statistically, 97 of every 100 years are wetter than
this year. Only May, with a probability of being exceeded of 37%, allowed this
situation to be mitigated. On an accurmulated basis, hydroelectric production declined
by 47.1%.

Nuclear producticn increased during the first half of the year by 11.3%, which has
been affected by the deferrai of revisions.

Since the start of the year, coalfired output in general has increased by 66.7%.
Spanish coalfired output increased hy 44.6%, clearly impacted by the entry into force
of the Royal Decree on Security of Supply on 26 February 2011. Imported coal-fired
output more than doubled, evidence of its competitiveness compared with other
fechnologies.

There was no oil-fired cutput in 2011 or 2012,

Combined cycles decreased production during the first half of the year compared with
2011 by 25.7% and covered 14.5% of the market, 5% less than during the first half of
2012.

The average weighted price on the daily market is Euros 49.70 per MWh, 4.8% higher
than the accumulated figure for the first half of 2011.

Main Aggregates

The main aggregates in GAS NATURAL FENOSA's electricity business in Spain were
as follows:

2012 2011 %

Installed capacity (MW): : 12,804 13,811 (7.3)
Ordinary Regime: 11,711 12,861 (8.9)
Hydroelectric 1,805 1,868 2.0
Nuclear 603 585 1.3
Coal 2,048 2,048 -
Qilfgas 157 617 (74.6)
CCGT 6,998 7,733 (9.5)
Special Regime: 1,093 950 15.1
Wind 957 814 17.6
Mini hydroelectric 89 69 -
Cogeneration and others 67 67 -
Electricity generated (GWh): 18,721 19,250 (2.7
Ordinary Regime; . 17,333 18,001 3.7
Hydroelectric 782 2,363 (66.9)
Nuclear 2,081 2,020 3.0
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Coal : 3,916 1,305 200.1

Oilgas - (2) -
CCGT 10,554 12,315 (14.3)
1,388 1,249 111

Special Regime:
Wind ' 1,023 869 177
Mini hydroelectric 135 170 (20.8)
Cogeneration and others 230 210 9.5
Electricity sales (GWh): 17,944 18,531 (3.2)
Liberalised market 13,924 13,613 2.3
Last-resort reqgulator tariff 4,020 4,918 (18.3)

The change in ordinary regime installed capacity with respect fo 2011 is due to a
number of factors: '

« An increase in capacity during the second half of 2011 of 32 MW at the Belesar,
Albarellos and Tambre 2 hydroelectric plants, and 65 MW as a result of re-rating of
the Malaga and Puerto de Barcelona CCGTs.

s The 5 MW increase (in 2012) at the Tambre | hydroelectric plant, and the 8 MW
increase at group 2 of the Almaraz nuclear plant.

« Authorisation for the closure and discontinuation of activity in 2011 of the fwo oil-
fired units at the Sabon plant (460 MW).

* The transfer of the Arnibal (799 MW) CCGT to Contour Global in 2H11.

Electricity production on mainland Spain by GAS NATURAL FENOSA declined by

2.7%, while the Ordinary System recorded a 3.7% decline, mainly due to divestments
and the lower level of hydroelectric production, and the Special System showed an
11.1% increase, higher than the percentage of the mainland increase (+8.8%).

During the first half of 2012 the extremely dry conditicns have continued, with a 99%
probability of being exceeded and therefore hydroelectric production is one third that
of the first half of 2011. The level of energy reserves in basins operated by GAS
NATURAL FENOSA was 43.3% full, close to the average over the past ten years
and 46.6% at the end of the same period last year.

Nuclear production increased by 3% over the course of the year so far, and these
aggregates have been affected by the deferral programmed production stoppages.

For GAS NATURAL FENOSA the Royal Decree on Supply Guaraniees has meant
that the groups in Anllares, La Robta 2 and Narcea 3, which are subject to that Royal
Decree, have been operating on a continuous basis. Production using coal totalled
3,816 GWh during the six-month periad, compared with 1,305 GWh during the same
period in 2011, Of this higher production, 1,238 GWh relate to Meirama, which was
hardly in operation during the first half of last year.

The oil-fired plants were not operational during the period.
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Electiicity production using combined cycle plants during the first half of 2012 totalled
10,554 GWh, 14.3% less than the same period in 2011, although this figure is
affected by the sale of the Arrubal and Plana de Vent plants and, accordingly, in
uniform terms the decline would be 9.2%.

GAS NATURAL FENOSA attained a 20.7% share of the ordinary regime power
generation market in the first half of 2012, 0.4 percentage points less than in the
same period of 2011; however, these aggregates were affected by divestments of the
Arrubal and Plana de Vent CCGTs mentioned above.

The electricity supply area sold 17,944 GWh in the first half of 2012, including supply
to the liberalised market and under the last-resort tariff. The reduction in the electricity
supply ‘portfolio is in line with the Company's strategy of maximising margins,
optimising market share, and hedging against price varfations in the electricity market.

During the first half of 2012, consolidated CO; emissions from coal and combined
cycle plants operated by GAS NATURAL FENOSA, and affected by the legislation
that governs greenhouse gas emission right trading was 7.5 millien tonnes of CQ..
GAS NATURAL FENOSA manages its post-Kyoto CO; emissions right portfolio for
2008-2012 on an integral basis, acquiring the rights and credits that are necessary
through active participation in the secondary market and in primary projects and
carbon funds.

Under its commitments, during April 2012 GAS NATURAL FENOSA supplied the
Spanish National Register of Greenhouse Gas Emission Rights (RENADE) with the
rights equivalent to the CO, emissions certified at its conventional thermal and CCGT
plants in 2011, a total of 12,8 million tonnes of CO;, including emission rights from
Clean Development and Joint Implementation mechanisms.

At 30 June 2012 GAS NATURAL FENOSA has a total consolidated installed
operating capacity of 1,093 MW, of which 953 MW is from wind technology, 69 MW
from mini-hydroelectric plants and 67 MW from co-generation.

Production was 11.1% higher than in 2011 (1,388 GWh vs 1,249 GWh). This change
in production is mainly due to the fact that during the first few months of 2012 there is
little water available and production by mini-hydroelectric plants fell by 20.6%.
Conversely, wind energy production grew by 17.7% and co-generation rose by 9.5%.
EBITDA increased by 15.7% to Euros 81 million.

During this half of the year the Company has filed, within the deadlines established by
the competent authorities, applications for administrative authorisation and approval
of the execution project for the wind farms awarded to GAS NATURAL FENOSA in
the past wind energy tenders that took place in Andalusia and Extremadura.

Advances continue to he made with respect to the rest of the projects in Spain,
including work relating to the awarding of tenders for wind energy projects in the
Canary Islands, Catalonia, Galicia and Aragon. In addition, the Company has
continued with all the work necessary to develop the rest of the projects involving
various technologies that are not related to the wind energy tenders.
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Finally, the construction work for the mini-hydroelectric plants Belesar Il and Peares i
in Galicia continues, as well as the co-generation plant J. Garcia Carrién in Castilla-
L.a Mancha

Electricity in Latin America

This includes generation assets in Mexico, Puerto Rico, Panama and the Daominican
Republic.

Results

2012 2011 %
Net Sales 399 442 (8.7)
Purchases (233) (285) (18.2)
Personnel costs, net ) (8) (8) -
Other expense/ income (33) (25) 32.0
EBITDA 125 124 0.8
Depreciation and amoertization (53) (46) 15.2
Change in operating provisions - (1) -
Operating income 72 77 (6.5)

The EBITDA totals Eures 125 million, with a 0.8% increase in activity compared with
the same period last year.

In Mexico, the EBITDA is 5.7% lower compared with 2011, despite the lower selling
prices for gas and the higher costs deriving from the incident at the Tuxpan plant,
which took place in October 2011 during maintenance work at Block 3 at the plant.
The replacement plan that was activated allowed the recovery of 100% of the plant's
capacity during the first fifteen days of February 2012.

The EBITDA of Puerto Rico declined by 8.6% in local currency due to the acquisition
of LNG supplies on the spot market. The purchase of this shipment made the cost of
fuel more expensive compared with the same period last year.

Main Aggregates

The main aggregates relating to this activity are as follows:

2012 2011 %

Installed capacity (MW): 2,529 2,520 0.4
Mexico (CCGT) 2,035 2,035 -
Puerto Rico (CCGT) 263 254 3.5
Panama (hydroelectric) 22 22 -
Panama (oik-fired) 11 11 -
Dominican Republic (cil-fired) 198 198 -
Electricity generated (GWh): 8,847 9,167 (3.5)
Mexico (CCGT) 7,463 7,744 (3.6}
Puerte Rico (CCGT) 811 800 1.4
Panama (hydroelectric) 43 42 2.4
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Panama (oil-fired) 9 8 12.5
Bominican Republic (oil-fired) 521 573 (9.1}

Output in Mexico declined due to the decline in functioning of the Tuxpan plant as a
result of the incident in October 2011, which impeded it from operating at 100%, as
visible in the plant's availability. The diesel at the Hermosillo plant was unloaded and
sold in June; a refill is scheduled for the third quarter of 2012, given that it is a dual-
fuel power plant. On 8 June 2012, the Company signed an agreement with Grupo
México to sell surplus power from the Naco Nogales plant (up to 50 MW). The
effective execution is scheduled for the last quarter of the year.

Output.in Panama increased by 4.0% with respect to the same period last year, due
to greater dispatching of both thermal plants and hydroelectric plants required by the
National Dispatch Centre (CND) as a result of more frequent rainfall.

Production in Puerto Rico increased by 1.4% as a result of the higher dispatches by
FPuerto Rico Electric Power Authority (PREPA). It continues on the rising trend that
gave rise to an increase of the dispatches from the plant in excess of the contracted
values as a result of the low availability of PREPA's generation system and the
optimisation of its economic dispatching. During the first half of 2012 the programmed
major review or the plant took place, after the last one in December 2010.

Production in the Dominican Republic is lower due to the outflow of fewer resources

than tast year and the lower position held by the plants on the merit-based dispatch
list compared with the positions held in 2011.

Electricity other (Kenya)

This area refers to power generation in Kenya. The dominant weather conditions in
the area (greater precipitation) in the first half of 2012 led to a decline in the use of
thermal power plants, which reduced electricity output.

Results

2012 2011 %
Net sales 65 61 6.6
Purchases (52) {50) 4.0
Personnel costs, net - (H (1) -
Other expense/ income (6) (3) 100.0
EBITDA 6 7 (14.3)
Depreciation and amortization (3) (2) 50.0
Change in operating provisions - - -
Operating income 3 5 (40.0)

EBITDA amounted to Euros 6 million in the first half of 2012. Although availability, the
factor determining capacity revenues, was high (86.6%), the notable increase in world
fuel prices during the first half of the year, together with the impact of scheduled and
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unscheduled maintenance shut-downs, led to a 14.3% decline in EBITDA with
respect to the previous year.

Main Aggregates

The main aggregates relating to this activity are as follows:

2012 2011 %
Electricgeneration capacity (MVWV). 112 112 -
Electric energy production generated {(GWh): 322 382 (15.7}

Diesel-fired output in Kenya in the first half of 2012 (322 GWh) was 15.7% lower than
in the first half of 2011. This decline is attributable to lower demand for thermal power
in Kenya as a result of the greater precipitation in the period and, consequently, the
higher level of water in the hydroelectric reservoirs.

Infrastructures

This area includes operation of the Maghreb-Europe gas pipeline, maritime
transportation, the development of integrated liquefied natural gas (LNG) projects,
and hydrocarbon exploration, development, production and storage.

Results

2012 2011 %
Net sales 153 139 10.1
Purchases ©(29) (27) 7.4
Personnel costs, net (3} (4) (25.0)
Other expense/ income (11} {(26) (57.7)
EBITDA - . 110 32 341
Depreciation and amortization (39) (30} 30.0
Change in operating provisions - - -
Operating income 71 52 36.5

Net sales in the infrastructure business totalled Euros 153 million in the half quarter, a
10.1% increase.

EBITDA in 2012 amounted to Eurcs 110 million, 34.1% more than in the same period
last year, due mainly to the positive currency effect on international transportation in
2012 and to the larger volume transported by Gas pipeline. Moreover, revenues rose
as a result of higher occupancy of the fleet and increased oufput.

Main Aggregates

23



The main aggregates in the intemational gas transportation activity are as follows:

2012 2011 %

Gas transportation-EMPL. (GWh): 66,203 62,972 5.1
Portugal-Morocco 20,319 18,741 8.4
GAS NATURAL FENOSA 45,884 44,231 3.7

The gas transportation activity conducted in Morocco through companies EMPL and
Metragaz represented a total volume of 66,203 GWh, 5.1%. more than in 2011. Of
that figure, 45,884 GWh were transporied for GAS NATURAL FENOSA through
Sagane and 20,319 GWh for Portugal and Morocco.

In October 2011, EMPL signed a contract with Morocca's Office National de
I'Electricité (ONE) to fransport 0.6 bcm of gas per year, delivered by Sonatrach at the
Algeria-Morocco border, to ONE's plants.

in the integrated project being developed in Angola by GAS NATURAL FENOSA
(20%) with Repsol, since drilling in the first two wells gave positive results, a third well
was drilled, also with positive results.

As part of the Villaviciosa concession in northern Spain, where GAS NATURAL
FENOSA has a 70% stake, additional geological studies are being completed, so as
to conclude the evaluation of its potential and determine the process going forward.

GAS NATURAL FENOSA performed geological and geophysical surveys in the
Bages area (Barcelona province), recently completing the technical feasibility study
for an underground natural gas storage in salf cavities. The administrative paperwork
will commence in the near future.

The Company continued to advance the paperwork for the five exploration,
production and storage projects planned for the coming years in the Guadalquivir
Valley (Marismas, Aznalcazar and Romeral areas). On 30 September 2010, the
Company obtained an Environmental Impact Assessment for the first of the five
projects. On 14 November 2011, the Dofiana Natural Space authorised the two
projects in that area. Environmental paperwork for the remaining Marismas and
Aznalcazar areas is in the final phase for obtaining the Environmental Impact
Assessment. On 15 July 2011, the Spanish Cabinet approved a Royal Decree for
adapting the concessions in the Marismas district by authorising gas storage and
setting the basic operational and economic conditions. The Company commenced
operation of its underground gas storage system on 2 April 2012.

As regards the Trieste-Zaule LNG regasification project in northern Italy, having
secured the permit at national levei via the Environmental Impact Assessment (VIA)
Decree, and after commencing a round of contacts at the end of 2011, GAS
NATURAL FENOSA is awaiting the Single Authorisation from the regional
government to commence construction; that authorisation is expected in the second
half of 2012,

The Trieste project (onshore) will have a regasification capacity of 8 bem/year. This '
project witl further diversify sources of natural gas, increase supply security in ltaly,
and boost regicnal and local ecanomic growth.
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The ltalian Environmental Ministry has shelved GAS NATURAL FENOSA's
application for the Taranto regasification terminal.

Supply and commercialisation

This area includes gas procurement and supply (wholesale and retail) in Spain and
other countries, the supply in Spain of products and services related to supply, and
supply of gas at the last-resort tariff in Spain.

Results

2012 2011 %
Net Sales 5,800 4,075 42.3
Purchases (5,312) (3,747) 41.8
Personnel costs, net (26) (23) 13.0
Other expense/ income (99) {99) -
EBITDA 363 206 76.2
Depreciation and amortization (M) (7} -
Change in operating provisions {27) {18) 50.0
Operating income 328 181 81.8

Net sales amounted to Euros 5,800 million, 42.3% more than in the first half of 2011.
EBITDA increased by 76.2% to Euros 363 million, mainly due to the increase in
operations outside Spain. '

Diversification of the porifolio of commodities, combined management of the
commodity and dollar risks and greater sales outside Spain helped improve EBITDA
in a context of significant volatility in the energy and currency markets.

Main Aggregates

The main aggregates in the gas procurement and supply activity are as follows:

2012 2011 %

Gas supply (GWh): 173,406 153,410 13.0
Spain: 125,920 121,083 4.0
GAS NATURAL FENOSA supply” 94,376 87,970 7.3
Supply to third parties 31,544 33,113 - (47)
International: 47 486 32,327 46.9
Furope ' : 13,875 11,261 23,2
Other 33,611 21,066 59.6
Multiutility contracts (000) (at 30/08} 1,788,191 1,569,000 14.7

2 Does not include exchange transacticns.

25



Contracts per customer (at 30/08) 1.38 1.30 6.2

In a situation of weak demand, the Company supplied 125,920 GWh in the Spanish
gas market, a 4.5% increase with respect to the same period last year, primarily due
to higher sales to final customers of GAS NATURAL FENOSA, which increased by
7.9%, while sales to third parties declined by 4.7%.

Gas sales outside Spain, which maintained the trend from the first quarter, amounted
to 47 486 GWh,. 44 5% more than in the first half of 2011.

GAS NATURAL FENOSA participated in several auctions (last resort tariff, gas for
operation and buffer storage), and was awarded 1,642 GWh, i.e. 25% of the total.

With a view to guaranteeing gas exports from Spain to Portugal, GAS NATURAL
FENOSA is using the gas grid connections in Campomaicr (south-east) and Valenca
do Minho {north). GAS NATURAL FENOSA continues to strengthen its position as
the leading independent supplier in Portugal, with a market share of almost 15% in
the industrial segment.

Gas Natural Europe (the French subsidiary for supply in Europe) currently has 2,438
distribution connections in a range of sectors in France, from industrial companies
(chemicals, paper mills, etc.) to local governments and the public secfor, accounting
for a total portfolio of 11.9 TWh per year.

The French subsidiary obtained 254 customers in Belgium and Luxembourg,
representing a contracted porffolio of 4.1 TWh per year,. twice as much as in the
previous quarter. The office in the Netherlands continues to grow and add new
customers in 2012. The Company also obtained its first customer in Germany, after
opening an office there in January.

GAS NATURAL FENOSA is also considering an entry into other central European
markets in the short term by offering a combination of customised energy consulting
with the advantage of a diversified, secure supply.

(Gas Natural Vendita had a portfolio under confract amounting to 3,403 GVYVh/year in
the ltalian wholesale market in the first half of 2012.

Qutside Spain, the Company increased market diversification, with gas sales in the
Caribbean and South America as well as in Asia, favoured by strong demand in the
area.

GAS NATURAL FENOSA has over 104 million active retail gas, electricity and
services contracts. At the end of the quarter, more than one million residential
customers had both electricity and gas supply contracts with GAS NATURAL
FENOSA. The domestic maintenance contract portfolio was expanded to include 12
different types, and the Company now has more than 1.79 million contracts with its
own operating platform consisting of 168 associated firms connected via an online
system, which has enabled it to improve service performance and guality.
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GAS NATURAL FENOSA continues to add features and users to its online customer
management system, and the website received 7.3 million hits in the second quarter
of 201 2. Over 370,000 customers now receive their bill online.

The Company continues to take steps to develop energy options for vehicles in
Spain, in both the public and private sectors. It is.an expert in automotive natural gas,
a business which it already conducts in several Latin American countries and ltaly,
where automotive natural gas is widely used.

GAS NATURAL FENOSA undertakes end-to-end management of the process, from
construction of service stations (capital cost and subsequent operation and
maintenance) to the supply of compressed natural gas, thereby ensuring maximum
availability of the facilities. It has 24 service stations selling 685 GWh/year; it also has
plans fo add 10 new stations in 2012, which represent potential additional
consumption of 220 GWh/year.

Of the new stations to be added this year, 40% will supply compressed natural gas
and liguefied natural gas, making this fuel more viable for long-distance routes both
inside Spain and internationally.

GAS NATURAL FENOSA is also working on actions to foster energy efficiency and
the rational use of energy in the field of transport. As part of the electric mobility
framework, the Company is developing several lines of work and pilot projects,
including the foltowing:

s Urban infrastructure network for recharging elecfric vehicles in A Corufa (30
recharging stations in 7 different locations).
¢ FElectromobility Pilot Project, with the Madrid city government, by which the
municipal police force and traffic wardens will receive electric motorcycles for
" a two- year period.

GAS NATURAL FENOSA won a Euros 45 million contract fo provide energy supply
and maintenance services in the energy efficiency tender organised by the Santiago

de Compostela University Hospital Complex which will requite 21 GWh of gas and 37 .

GWh of electricity per year.

Union Fenosa Gas

This area includes gas procurement and supply performed by Unidn Fenosa Gas,
including the liquefaction plant in Damietta (Egypt), the Sagunto regasification plant,
and the LNG tankers fleet.
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Resulis

Unidn Fenosa Gas (UF Gas) is owned 50% by GAS NATURAL FENOSA and is
proportionately consclidated.

2012 2011 %

Net sales 635 437 453
Purchases (445) {282) 57.8
Personnel costs, net (6} (8) -
Other expense/ income {11} (13) (15.4)
EBITDA 173 136 27.2
Depreciation and amortization {77} (76) 1.3
Change in operating provisions - - -

. Operating income 96 60 60.0

EBITDA amounted to Euros 173 million in the first six months of the year, ie. 27.2%
more than the same period in 2011. This increase was attributable mainly to seizing
opportunities for LNG sales outside Spain, where UF Gas continued to operate
actively. Other positive factors included an increase in sales in Spain together with
the favourable energy market situation (primarily due to brent prices in previous
months) and a stable contribution from infrastructure.

Main Aggregates

2012 2011 %
Gas supply in Spain (GWHh) 29,619 27,592 7.3
Gas Supply in International (GWh) 14,898 12,473 19.4
Liguefaction (GWh} 14,244 24,299 (41.4)
Regasification {GWh) 16,031 23,146 (30.7)

There was a 7.3% year-on-year increase in gas supply in Spain in the first half of
2012, to 29,619 GWh. Sales to electric utilities increased by 15.2% while sales to the
industrial segment declined by 3.8%.

A total of 14,898 GWh of energy was traded in international transactions.

The main gas infrastructure (liquefaction, shipping and regasification) maintained
levels of availability and efficiency in line with last year.

The Damietta (Egypt) liguefaction plant decreased production with respect to the

same period |ast year, which was especially high due to the situation in the country at
that time. Production in the period amounted to 14,244 GWh.
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The Sagunto regasffication plant produced 16,031 GWh, i.e. 19 shiploads, of which 6
were for Union Fenosa Gas (57% of the total volume).

The Spanish Ministry for Industry and Trade issued a resolution at the beginning of
the year to include the initial plant facilities (2006) in the remuneration regime. An
upward revision of the initial plant's regulatory asset base is under consideration.

2. Risk factors associated with the activities carried out by GAS NATURAL
FENOSA

a} Uncertainty in the macroeconomic environment

During the past few months, the economy and global financial system have endured
significant turbulence and uncertainty, particularly uncertainty in financial markets
since August 2007 and worsening substantially since September 2008. This
uncertainty severely impacted general liquidity levels, the availability of credit and the
terms and conditions for such credit, which has contributed to an increase in the
financial burden of households and industrial customers of GAS NATURAL FENOSA,
and a reduction in their capacity to make purchases and in demand.

GAS NATURAL FENOSA cannot predict the frends of economic cycles over coming
years or whether or not the current recession will worsen with respect to the global
economic cycle.

b) Development of the business strategy

Given the risks to which it is exposed and the uncertainties inherent to its business
GAS NATURAL FENOSA cannot guarantee that it will successfully implement its
business strategy. The scope and compliance of its strategic objectives are subject to
the following, among other risk factors:

* The absence of any increase in the number of supply points in Europe and Latin
America, given the fact that GAS NATURAL FENOSA cannot increase the
distribution network. :

e The failure to increase the number of customers due to the lack of success of the
marketing campaigns intended to recruit customers in the deregulated market.

* The activation of take or pay clauses in supply contracts, which would give rise to
an obligation to make payment for a higher volume of gas than needed by GAS
NATURAL FENOSA. ,

e« The absence of success in the consolidation of the electricity generation business
in Spain, conditioned by the incentives provided to subsidised technologies.

s The incapacity to consolidate the multi-service business strategy or to increase the
number of multi-product contracts per customer.

¢} Regulatory risk
GAS NATURAL FENOSA and its subsidiaries are required to comply with the
legislation applicable to the natural gas and electricity sectors. In particular, the gas

and electricity distribution businesses are regulated in most of the countries in which
GAS NATURAL FENOSA carries out activities.
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The legislation applicable to the natural gas and electricity sectors in the countries in
which GAS NATURAL FENOSA operates is typically reviewed regularly by the
‘competent authorities. The introduction of the aforementioned amendments may
affect the current compensation for regulated activities, adversely affecting the
business, profits, subsidies and the financial situation of GAS NATURAL FENCSA.

In the event that the public or private bodies may interpret or apply this legislation in a
manner different than GAS NATURAL FENOSA, compliance could be questioned or
appealed and, if any failure to comply is proven, thefe could be a material adverse
effect on the business, outlook, profits, subsidies and financial situation of GAS
NATURAL FENOSA.

d) Operational risk

The aclivities of GAS NATURAL FENOSA are exposed to various operating risks,
such as breakdowns in the distribution network, the electricity generation facilities and
the gas ships, explosions, polluting emissions, toxic spills, fires, adverse
meteorclogical conditions or accidents affecting the gas distribution or electricity
generation assets, as well as other damages and force majeur that could result in
personal and/or material injury/damages, the deterioration of the installations or
property of GAS NATURAL FENOSA, or their destruction. Events such as these, or
others of a similar nature, are unpredictable and may interrupt the supply of gas and
the generation of electricity. In these types of situation, despite having appropriate
insurance coverage against risks, such as insurance against potential business
losses and material damages, the financial situation and results of GAS NATURAL
FENOSA may be affected to the extent that the losses that arise are not insured, the
coverage is insufficient or financial losses are incurred as a result of coverage
imitations or the upward evolution of deductibles, as well as due to potential
increases in the premiums paid to the insurance market,

it should also be noted that GAS NATURAL FENOSA may be liable to civil liability
claims for personal injury and/or matetial damages caused during the ordinary course
of its business. The filing of such claims could lead to the payment of indemnities in
accordance with applicable legislation in those countries in which GAS NATURAL
FENOSA operates, which could lead to an adverse material effect on the business,
outlook, financial situation and results, to the extent that the civil liability insurance
policies contracted do not cover the amount of any such indemnities.

e) Price risk for gas and electricity

GAS NATURAL FENOSA is exposed to changes in crude, natural gas and electricity
prices.

A significant part of the operating expenses of GAS NATURAL FENOSA is
associated with the purchase of natural gas and liquefied natural gas (LNG) for sale
in the free market and the supply of regulated markets. Similarly, its combined cycle
plants use gas natural gas as a fuel.
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Although the prices that GAS NATURAL FENOSA applies to the sale of gas to
customers are generally market prices, in very volatile environments, the fluctuations
in selling prices may not proportionally reflect the fluctuations in the cost of raw
materials. In addition to the costs associated with the gas business, the increases in
natural gas prices could lead to an increase in the cost of electricity generation, given
that the combined cycle plants owned by GAS NATURAL FENOSA use natural gas
as a fuel.

The business carried out by GAS NATURAL FENOSA includes, among other
activities, the wholesale commerce of natural gas to electricity generators and other
customers. The revenues and results of GAS NATURAL FENQSA usually depends,
to a large degree, on the market prices in force in the regional markets in which it
operates and other competitive markets. As a result, the wholesale commerce of
natural gas is exposed to the risk of raw material price fluctuation risk and the price of
electricity.

Changes in the price of raw materials could adversely affect the results of GAS
NATURAL FENOSA, to the extent that the increase in generation costs are not
recovered through the selling price of the generated electricity or, in general, the gas
area does not attain a degree of efficiency in the management of the commercial
portfolio that allows recovery through the marketing of oscillations in the energy
scenario.

f) Gas velume risk

Most of the purchases of natural gas and liquefies natural gas (LNG) are covered by
long-term contracts that include clauses under which GAS NATURAL FENOSA has
the obligation to purchase certain volumes of gas each year (known as "take or pay"
clauses). In accordance with those contracts, despite the fact that GAS NATURAL
FENOSA does not need to acquire the promised volume of gas at any set moment, it
is contractually obliged to make payment of the minimum promised amount in
accordance with the "take or pay" clauses.

These contracts are for volumes of gas that are in line with the estimated needs of
GAS NATURAL FENQSA. However, actual needs may be less that foreseen at the
time the contracts were concluded. Should there be significant variances in these
estimates, GAS NATURAL FENOSA would be required to acquire more volume of
gas than it effectively needs or to pay for the minimum amount of gas promised,
regardless of whether or not it acquires the excess amount over its needs, which
could adversely and significantly affect the operating costs incurred by GAS
NATURAL FENOSA.

g) Environmental requirements

The activities carried out by GAS NATURAL FENOSA are subject to compliance with
extensive environmental protection legislation.

GAS NATURAL FENOSA and its subsidiaries are required to strictly comply with
extensive environmental protection legislation which demands, among other things,
the preparation of environmental impact evaluation studies, the issue of appropriate
authorisations, licences and permits and compliance with certain other requirements.
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Among others:

+ The environmental authorisations and licences may not be granted or may be
revoked due to any failure to comply with the established conditions.

» The regulatory framework, or its interpretation by the authorities may be modified
or changed, which could give rise to an increase in the costs or deadlines to
comply with the new regulatory framework.

h) Interest rate and exchange rate cover;

Variations in interest rates medify the fair value of those assets and liabilities which
accrue interest at a fixed rate, and the future flows from assets and liabilities linked to
a variable interest rate.

GAS NATURAL FENOSA is exposed fo risks associated with changes in foreign
currency exchange rates. These changes may affect, among other things, the debts
carried by GAS NATURAL FENOSA that are denominated in a currency other than
the euro, the transactions that GAS NATURAL FENOSA carries out in other
currencies that generate revenues denominated in other currencies, as well as the
value of cash flows associated with purchases of raw materials denominated in
currencies other than the euro. Fluctuations in the exchange rate between the euro
and the US dollar, the currency in which gas purchases made by GAS NATURAL
FENOSA are denominated or indexed, may also affect results and the financial
situation of GAS NATURAL FENOQSA. '

Despite the fact that GAS NATURAL FENOSA applies pro-active policies with respect
to the aforementioned risks in order to minimise their effect on results, in some cases
these policies may not be effective to mitigate the: adverse effects inherent to the
fluctuations in interest and exchange rates, which could adversely and materially
affect the results and financial situation of GAS NATURAL FENOSA.

i} Impact of meteorological conditions

Demand for electricity and natural gas is linked with the weather. A significant part of
gas consumption during the winter months depends on the production of electricity
and its use as heating, while during the summer months consumption depends on the
production of electricity for use by air conditioning, fundamentally. The revenues and
results of GAS NATURAL FENOSA deriving from the distribution and marketing of
natural gas could be adversely affected if autumns are mild or winters are warmer.
Similarty, the demand for electricity could decline if summers are cooler due to lower
demand for air conditioning. The occupancy of the hydroelectric plans depends on
rain volume at the plant's location and they could be affected in times of drought.

j) Development of activities in the electricity sector

The new projects carried out by GAS NATURAL FENOSA in the electricity sector are
subject to various factors that go beyond the control of GAS NATURAL FENGOSA,
such as:

¢ Increases in the cost of generation, including increases in fuel prices.
e loss of competitiveness against other technologies, due to the relative increase of
the cost of using natural gas for generation purposes.
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» A possible decline in the electricity consumption growth rate due to several factors,
such as economic conditions or the implementation of energy savings
programmes.

« Risks inherent to the operation and maintenance of generation plants.

« The growing volatility of prices caused by the deregulation of the sector and
changes in the market.

« A situation of generaticn over-capacity in the markets in which GAS NATURAL
FENOSA owns, or owns a stake in, generation planis.

¢ The appearance of alternative energy sources due to new technologies and the
growing interest in renewable energies and co-generation.

k) Exposure in Latin America

A significant part of the operating results obtained by GAS NATURAL FENCSA is
obtained by its Latin American subsidiaries. Operations in Latin America are exposed
to different risks inherent to investing in the region. Among the risk factors associated
with investments and doing business in Latin America are the following:

Significant influence in the economy by local governments.
Significant fluctuations in economic growth rates.

High inflation rates.

Devaluation, depreciation or over-valuation of local currencies.
Controls or restrictions relating to the repatriation of profits.
Rising interest rates.

Changes in financial, economic or tax policies.

Unexpected changes in regulatory frameworks.

e Social tensions

« Political and macroeconomic instability.

GAS NATURAL FENOSA cannot predict the manner in which any future downgrade
in the political or economic situation in Latin America would affect the Company, or
any other change in legislation or regulations in the countries in which it operates.
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