ACTION BY UNANIMOUS WRITTEN CONSENT
OF THE
BOARD OF DIRECTORS
OF

UNION FENOSA FINANCIAL SERVICES USA, LLC

The undersigned, being all the directors of Unién Fenosa Financial Services USA, LLC,a
Delaware Limited Liability Company (the “Company”), heteby adopt the following as a
resolution of the board of divectors of the Company:

RESOLVED, the attached Management roport dated 27" April, concerning the 2015
financial statements and opetations of Unién Fenosa Finadcial Services USA, L.L.C. is

hereby approved and accepted.

AN WITNESS WEERE OF, the undersigned have executed this Unanimous Written
qu@lt as qjﬁ"the 2?"‘ day of April 2016. -
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Unib6n Fenosa Financial Services USA, L.L.C.

850 Library Avenue
Newark, Delaware 19711 (Unites States of America)

Tn response to your request and in order to meet the requivements which you have received from the
Spanish Securities Market Commission (CNMV) regarding the audit of the 2015 financial statements
of Unién Fenosa Financial Services USA, L.1.C. (hereinafter, “the Company”), we hereby inform you
that on 27 April 2016, PricewaterhouseCoopers Auditores, S.L. issued it's report relating to the
financial statements corresponding to the financial year ending 31 Deceniber 2015 prepared in
aceordance with US Generally Accepted Accounting Principles (US GAAP). Furthermiore, the
accompanying management report for 2014 containg the explanations which the Directors consider
velevant to the Company’s position, the entities of
integral part of the annnal accounts. We have vex

aforementioned management report coincid
auditors is limited to checking the management report within the scope mentioned in this paragraph

and does not include a review df information other than obtained from the Company s accounting

records,
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' PricewaterhouseCoopers Auditores, S.L., Avinguda Diagonal, 640, 08017 Barcelona, Espaiia
Tel.: g4 932 532 700 / +34 o2 021 111, Fax: +34 934 059 032, WIWpue.es

its business and other matters and does nor from an
ified that the accounting information contained in the
es with that in the annual accounts for 2015, Our wol'lk as
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Financlal Services USA, LLC, (hersinafter, "the Company") Was Incarporaled on

Union Fenosa
h the Limited Liabllity Companles Act

February 3, 2003 as a limited liabillty company In accordance wil
of Ihe Slate of Delawars in the United Statas of Ameriea.

Ils excluslve corporate purpdse 15 lo lssue Preférred Capital Sscurities and Common Capital
Securities, as well as lo perfarm distributions ameng them and to assign pracﬂ'ca{[y all of the funds
obtained to executing barrowing arrangements with subsidiaries of the Gas Natural Fenosa Group.

Since September 2009, lhe Company's Preferred Capital Securities haye the guarantee of Gas
Natural SDG, S.A., which has replaced Unién Fenosa, S.A, as guarantar, followlig ihe rierger by
takeovar In Seplember 2009 of Unldn Fonosa, 8.A. by Gas Natural SDG, S.A. as the acquiring
company.

As a rasult of the merger,
the issue carrled out by the Gompany. Gas Natural
Gas number 1 In Barcelona, Spain [s the parent company of the Gas Natural Fenos

Natural SDG, S.A, ls the shareholder of the Company.
On 11 April 2003 the Company reglstered in the Spanish Securllies Market Commisslon (Comisién

Naclonal del Mereade de Valares) (CNMV) a praspectus far the Issue of Preferred Capital Securitles
for a value of EUR 500,000,000, with the possibliily of an Increass up to EUR 750,000,000, Thea maln

Information about these Preferred Capital Securllles Is as lallows:
On 20 May 2003, (he Company lssuad Preferred capital securities for EUR 609,244,650,000,

Gas Nalural SDG, S.A. has assumed all Unién Fenosa 8,A.'s gbligations In
[ SDG, S.A. with registered address at Plaza del
a Group. Gas

o

The Company's Preferred Capltal Secutllies ars traded of the AIAF Spain's benchmark

mmarkel for Corporate Debt and Privale Fixed Income. AIAF Is a regulated market and s

subject ta supervision by the CNMV.

o The Prefefred Capilal Securities were not redesmable prior to May 20, 2013, On or after such
dale, the Gornpany may radeem al Its aplion the Preferred Capltal Securities at any tims, in

wholé or from time in part, at a redemptlon price equal to 100% of the liquidallon preference
plus an amount equal to the then-current dividend accrued and unpald to the date fixed for

redemption,

o

o The Preferrad Capilal Seourities can ba purchased in the Spanish Secondary Trading Market
(AIAF), whenever the Company considers il convenlanl, up to a maximum amount of 10% of
the lssiyance. Such burchases may take place ata price under lhe nominal value.

The dividend for these Preferred Capltal Securitles from the payment date up to May 20, 2013
was the squivalent of the three-month Euribor rate plus a differential of 0.250% (annual
percentage rate). However, the minfmum dividend was 4.260% (anpual percentage rale)
which is equivalent fo a quarierly nominal interest rale of 4.184% and a maximum of 7.000%
(annual percentade rate) which Is equivalent to a quarterly nominal Interest rate of 6.823%.

o From 20 May 2013, the dividend Is the equivalent of lhe three-monlh Euribor rate plus a
differantlal of 4.000% (annual perceniage rate) which ls squivalent to a differential of the
quarterly nominal interest rale of 3.941%.

The delalls of lhis issue can be consulted on the following web site: www.alal.es.

On Aprll 16, 2013 the Board of Managing Directors deolded o make a public and voluntary purchase
offer far the Preferrad Gapltal Seourities to the sacufily holders, The conditions of the purchase offer

were the following:




o The Company purchased the Preferred Capltal Securlties at 93% of each Preferred
Capilal Securlly's nominal value, which was equal twenly three EUR and twenty five
cenis (EUR 283,25) for sach Preferred Capital Security. The dividend accrued from the
last urpaid dividend payment date up lo the corresponding date of acquisition, was paid
and did not forin part of the purchase price offered,

o The purchase price for Preferred Capltal Securities tenderad pursuant to the purchase
offer could be pald In cash through a single payment.

° The Preferred Capital Securilies acquired by (he Company in lhe Purchase Offer were
autornatically cancelled,

The Company published a relevant event with fhe candltlons of the repurchase offer at the Spanish
Securities Market Gommisslon (Comisidn Naclonal def Mercado da Valoras),

On May 20, 2013, the Campany repurchaséd 21,582,476 Preferred Capilal Securlliés Issued from the
securily holders. The aggregale nominal amount of Preferred Capital Securilles that filed thelr
éarrespanding acceptance was EUR 539,661,900, which represented 88.56% of {he tolal nominal, The
repurchase price amaunted to EUR 501,792,567, corresponding to the 93% df the Preferred Capilal
Securitles nominal value, Therefore, ffom that dale to August 2, 2013, lhe autslanding nurbers of
preferred capilal securltles were 2,787,310 which amounled to EUR 69,682,760.00 (lhe Preferred
Capltal Securities).

Additionally, on July 10, 2013 pursuant to Section 6.01(d) (xiil) of the LLG Agdresment, lhe Company
declded to purchase Preferred Capltal Securities In the Spanish Secondary Trading Markel up to a
maxlmtim of 10% of the issuance autstanding, On August 2, 2013, the Company purchasad 23,676
Preferred Capital Securitles at 90% of each Preferred Gapltal Seourlly's nominal valus, which was
equal lwenly lwo EUR and fity cenls (EUR 22,60) far each Preferred Capltal Security. The
repurchase price amounted to EUR 532,687.60, carresponding lo the 90% of the Preferred Capital
Sectriies norhinal value, that amounted to EUR 591,875,

Thé Preferrad Capltal Sesurities acquired by the Company in the Spanlsh Secandary Trading Market
were aulomalleally cancelled, pursuant to Seclion 7.01 b} of the LLC Agreement,

Therefore, from that date on, the oulslanding preferred capllal securiles were 2,763,636 which
amount to EUR 69,090,876,

On December 22, 2015 pursuant to Seclion 6.07(d) (i) of the LLC Agrasment, lhe Company
declded to cancel all 2,763,636 Preferred Capilal Secuiitles currenlly oulstanding at a redemption
price equal to 100% of thé nominal valug. The redeinption date look place on Februaty 22, 2616
whan all preferied securilies were cancelled,

1. Highlights for the financlal year
Remunerallon of the Preferred Capital Securltles durlng the period 2016 were as follows:

Start of the periad . End of the parlod Nominal Interest rate
20 November 2014 20 February 2016 4.022%
20 Fabruary 2015 20 May 2018 3.080%
20 May 2015 20-August 2016 3.930%
20 August 2015 20 Navernber 2016 3.913%
20 November 2016 20 February 2016 3.849%
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2, Huslness tisks

As (he preference lssues have bean quaranteed by Gas Nalural 8DG, SA., the business rlsk has
been linked to that of the Gas Natural Fenosa Graup, which we réfer (o and which Is descrlbed in Its
consalidated annual accounts. The Gas Natural Fenosa Group's 2015 cangolidated annual accounts
are avefidble In the CNMV  website (wyw.cnmv.gs) and I the Gampany's wabslle

(wvm,gasgaturalfenasa.cgm).

3. Analysis of tho resulls for the year

The Gompany's nel profit dudng for 2015 was EUR 2,677,246 a decrease of arotind 13.78%
compared to lhe same period of 2014, due to the develapment of the theee-manth Euribar,

A total amount of EUR 2,735,998 was distributed as a dividend.

4, Investments

Slnce 2003 and until Oclober 2014, the Company on-lent the proceedings from the Issuance of
Preferred Capital Securities to Gas Nalural Fenosa Finance B.Y, (formerly Unldn Fariosa Finance,
B.V.) a 100% subsklary of the Gas Nalural Fenosa Group,

Iy order lo assure that the Company had sufficlent funds o be able lo cover the ohligatlons on the
purchases of the Preferred Capltal Securilles, this loan was partially cancalled on May 20 and on
August 2, 2013, in propartion to the number of Preferred Caplial Securilies finally acquired,

Also, on May 30, 2014 the Board of Directors degided to sign a new addendum of he loan agreement
extending the limit of the maturing date lo May 21, 2018.

In October 2014, Gas Nalural Flnance, R.V, daclded to cancel the intra-group loan far the oulstanding
amount of EUR 69,090,876 and the funds ralsed for thase cancellalion were on-lent by the Gompaty
Io Gas Natural SDG, 8.A., signing a new loan agreement with the same maluily date.

As a consequence, [he Company's investments are mainly a loan granted to Gas Natural SDG S.A.

On Decamber 22, 2016 the Company declded to demand to Gas Natural an early repayment on
February 22, 2016 of the new loan agreement for the outstanding amount of €UR 89,000,876 due lo
the cancallation of the preferred securlties, On February 22, 2018 the intragroup loan was totally

cancalled,
5, Technologleal research, development and innovatlen

In 2015, the Gompany has not carred out any aclivity relaled to research, development and
innavation.

8, Enviranment

Glven the Company's activily, it has no environmental respansiblliies, expenses, assets, proviglons or
conlingensies which may be significant relating to its net worth, financial position and results.




7. Foreseaabls dévelopmeni

As al Daceraber 31, 2015, the Company had plans lo repurchase all the currently autstanding
Preferred Capital Securities to the securily holders, Tha redsmption date has been February 22,
2016. The Company has been inaclive as fram that date. -

B. Corporate Governanee Report
Unlan Fenosa Financial Servicas USA, LLC, is fully controlled by Gas Natural SDG, §.A.

Far the purposes of Rule & of Circular 1/2004, of 17 March, of lhe GNMY, we refer you to Gas Natural
5.0.G3, S.A.'s Arinual Corparate Governance Report comesponding fo the 2015 financlal yeat, which
appaars In the CNMV's webstle and Ihe Company's webslte (www.gasnaturallenosa.com).

Aceording to the above-menfioned Clretifar, It Is iherefore juslified for Unlon Fenosa Financial
Services USA, LLC not lo prepare the Annual Gorporate Govemance Report.

9, Events subsequent to the halance shest

Mo evenls following 31 Decamber 2015 have taken place which could alter the accounls closed on
thal date,

10. Treasury stack

During 2015, the Company has had no treasury stack,

e




In aceordance with current fegistatlon, tha directors slgn the management repart of Unién
Fenoaa Financlal Services USA, LLGC relating to the Financlal Statements as at 31* Dacember

2018, ;
Wadrld/Dalaware, 27" Aprli 2016
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ACTION BY UNANIMOUS WRITTEN CONSENT
OF THE
BOARD OF DIRECTORS
OF

UNION FENOSA FINANCIAL SERVICES USA, LLC

The undersigned, being all the directors of Unidn Fenosa Financial Services USA, LLC, a
Delaware Limited Llability Company (the “Corpany”), heteby adopt the following as &
resolution of the board of directors of the Company:

RESOLVED, the audited financial statements for the years ended December 31, 2015 and
2014 and the independent auditors’ report prepared by PricewaterhouseCoopers LLP and
dated 27™ April, 2016 are hereby approved and accepted.

IN-WITNESS WHERE OF, the undersigned have executed this Unanimous Written
Consgft as ofsthe 27" day of April 2016,
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Union Fenosa Financial Services USA, L.L.Cs

Financial Statements

As of and for the years ended December 31, 2015 and 2014
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REPORT OF INDEPENDENT AUDITORS
T'o the Common Capital Securityholder of Union Fenosa Financial Services USA, L.L.C:

In our opinion, the accompanying balance sheets and the related statements of operations, changes in
securityholders' equity and cash flows present fairly, in all materidl respects, the financial position of
Union Fenosa Financial Services USA, L.L.C. at December 31, 2015 and 2014, and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America. These financial statements ave the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial statements
based on our andits. We conducted our audits of these statements in accordance with auditing
standards generally accepted in the United States of America, Those staridards require that we plan
and perforin the audit to obtain reasonable assutance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by inanagement, and evaluating the overall finaneial statement
presentation, We helieve that our audits provide a reasonable basis for our opinion.

PricewaterhouseCoopers Auditores, S.L.
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PricewaterhouseCoopers Auditores, 8.L, Avinguda Diagonal, 640, 08017 Brcelona, Espafia
Tel.: +34 932 582 700 / +34 902 021 111, Fax: +34 §34 059 032, 10LVW,PLC.eS
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Union Fenosa Financial services USA, L.L.C.
Balance Sheets

December 31, 2015 and 2014 _

(In Euros)
31 Decembet 31 December
Notes 2015 2014

Assets '

Cash and cash equivalents 289,630 323,809

Loan receivable from affiliate 3 69,090,875 69,090,875

Accrued interest receivable from affiliate 317,344 330,957

Prepaid fees 14,106 14,106
Total assets € 69,711,955 € 69,759,747

Liahilities and securityholders’ Equity

Liabliities:

Accounts payable and acorued expenses 13,161 2,201
Total liabiiities € 13,161 € 2,201

Securityholders' equity:

preferred capital securities; noneumulative,

2,763,635 securities issued and outstanding;

attharized liquidation preference of Eur 25 per share 5 69,090,875 69,090,875

|ssuance costs — preferred capital securities o (5,586,227) (5,586,227)
Preferred capital securities, net of issuanca costs 63,504,648 63,504,648

Comimion capital securities; 10 securities

iasued and outstanding 79 79

Retained earnings 4 6,194,087 6,252,819
Total securityholders' equity 59,698,794 69,757,546
Total liabilities and securityholders' equity € - 69,711,955 £ 69,759,747

The accompanyirig notes are an integral part of these financial statements.
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Union Fenosa Financial Services USA, L.L.C.

Statements of Operations
December 31, 2015 and 2014

(In Euros)

Revenue
Interest income

Expenses
Commissions and fees

Other

Net income

The accompanying notes are an integral part of these financial statements.

2016 2014
2,851,931 € 3,266,330
2,851,931 3,266,330
103,636 103,636
71,048 57,185
174,685 160,821
2,677,246 € 3,105,509
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Union Fenosa Financial Services USA, L.L.C.
Statements of Changes in Securityholders' Equity
December 31, 2015 and 2014

(In Euros)

Common Total
Preferred capital capltal Retained securityholders’
Motes securities securitles earnings aquity
e e e

Balance, December 31, 2013 € 63,604,648 €. 79 € 6,049,127 £ 69,653,864
Dividends paid 4,5 - - (2,901,817) (2,901,817)
Net income _ = - 3,108,509 3,105,509
Balance, December 37, 2014 € 63,504,648 € 79 € 6,252,819 € 69,757,646
Dividends paid 4,6 . 5 (2,735,998) (2,735,998)
Met income - - 2,677,246 2,677,246
[ (3,504,648 _€ 79 € 6,194,067 € 69,698,794

Balance, December 31, 2015

The accompanying notes are an integral part

4

of these financial statements.




Union Fenosa Financial Services USA, L.L.C.

Statements of Cash Flows
December 31, 2015 and 2014

(In Euros)

Cash flows from operating activities

Net income

Adjustments to reconcile net income to net cash

provided by operating activities:

Amortization of deferred loan fees

Changes in operating assets and liabilities:
Accrued interest receivable from affiliate
Accounts payable and accrued expenses

Net cash provided hy operating activities

Cash flows from financihg activity
Loan receivable from affiliate
Dividends paid
Providing loans to share holders, long term
Net cash used in financing activity
Net (cdecrease)/ inzrease in cash and cash equivalents

Cash and cash equivalents
Beginning of year
End of year

The accompanying notes are an integral part of these financial statements.

5

2015 2014

2,677,246 € 3,105,509
- (250,930)
13,613 10,780
10,960 (23,209)
2,701,819 2,842,150

- 69,090,875
(2,735,998) (2,901,817)
o~ (69,090,875)
(2,735,098) (2,901,817)
(34,179) (59,667)
323,809 383,476
289,630 € 323,809
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Union Fenosa Einancial Services USA, L.L.C.
Notes to Financial Statements

December 31, 2015 and 2014

e e———

1. Description of Business

Union Fenosa Financial Services USA, L.L.C (the “Gompany") was formed under the laws of thé
State of Delaware on February 3, 2003, The Company was estahlished as a special-purpose entity
for the purpose of issuing Preferréd Capital Securities. Following the merger of Gas Natural SDG,
S.A. ("Gas Natural’) and Union Fenosa, S.A. (formerly, the GCommon Capital Securlty holder) in
June 2009, the Amended and Restated Limited Liability Company Agreement of the Company
dated March 7, 2003 (the "_LC Agreement’) was amended effective October 20, 2009 in order to
reflect the cansummation of the merger and the assumption by Gas Naltural of the rights and
obligations of Union Fenosa, S.A. under the LLC Agreement (the "Amendment No. 1 to the LLC
Agreement”). Accordingly, Gas Natural now owns all Common Capital Securities issued and

outstanding.

During 2013, the Company amortized most of its Preferred Capital Securities: In April 2013, the
Company decided to make a repurchase offer for the Preferred Capital Securities to the security
holders. As a result of this offer, the Campany acquired 21,582,476 Preferred Capital Securities
that were cancelled pursuant to Section 7.01 b) of the LLG Agreement.

Additionally, in August 2013 pursuant to Section 6.01(d)(xili) of the LLC Agreement, the Campany
decided to purchase 23,679 Preferred Capltal Securities in the Spanish Secondary Trading Market
that were cancelled pursuant to Section 7.01 b) of the LLC Agreement.

The proceeds from the issuance of the securities were used to enter into loan agreements with Gas
Natural Fenosa Finance BV. (formerly Unién Fenosa Finance, B.V.), an affiliated entity. In
October, 2014 the borrower ( Gas Natural Finance, B.V.) decided to cancel the intra-group loan for
the outstanding amount of EUR 69,090,875 and the funds raised for these cancelation were on-

lend by the Company 1o the Common Capital security holder ( Gas Natural ) gigning & new loan
agreement.

On December 22, 2015 pursuant to Saction 6.01(d) (xii) of the LLC Agresment, the Company
decided to proceed on February 22, 2016 to the redemption of all 2,763,835 Preferred Capltal
Securities that were outstanding and consequently the Company also decided to cancel the intra-
group loan with Gas Natural, Gonsequently, all Preferred Capital Securities and also the intragroup

loan with Gas Natural were cancelled on February 22, 20186.
2. Summary of Significant Accounting Policies and Practices

2. Basis of Presentation
The Company's financial statements aré presented in accordance with U.S. generally

accepted accounting principles. The Company's functional currency and reporting currency is
the Euro.

b. Loan Receivable From Adffiliate and Recognition of Interest Income
Loah receivable from affiliate is stated at the amount of unpaid principal, reduiced by deferred
loan fees, net of costs, In 2013 there were two partial prepayments for a total amount of EUR
540,153,775, On Ocloher 21, 2014 Gas Natural replaced Gas Natural Fenosa Finance, B.V.
as borrower of the loan receivable (“new loan agréament_"‘)i

Until October 2014 loari fess, were recognized i income using the sffective interest method
over the contractual life of the loan, adjusted for actual prepayments. In October 2014, with




Union Fenosa Financial Services USA, L.L.C.
Notes to Financial Statements
December 31, 2015 and 2014

o o

the sign of the new loan agreement, the remaining amount of deferred loan fees was totally
transferred to income.

Interest income Is recorded on the accrual basis. Accrtial of interest is discontinued on a loan
when principal or interest is delinquent for more than 90 days, or when management believes
that the borrower's financial condition Is such that collection of interest is unlikely. Coliection of
interest while the loan is on nonaccrual status is generally recagnized on a cash basis, unless
collection of principal is doubtful; in which case, cash collections are applied to unpaid
principal.

The allowance for loan losses is established through provisions charged to expense. Loans
are charged off against the allowance for loan losses when management believes that the
collectability of the principal is unlikely. There is no allowance for loan losses at
December 31, 2015 and 2014.

Income Taxes

No provision has been made for income taxes in the accompanying financial statements,
since the Company is not directly subject to income taxes in the United States of America and
the results of operations are includable in the tax return of the sscurity holders.

The Company may establish a reserve when it believes that certain tax positions are likely to
be challenged and may not fully prevail in these challenges. As of December 31, 2015 and
20114, no reserve has bBeen recorded for uncertain tax positians,

Use of Estimates

The preparation of the financial statements in conformity with U.S. generally accepted
accounting principles requires management of the Company to make a number of estimates
and assumptions relating to the reported amounts of assets and liabilities and the disclosures
of conlingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenue and expenses during the period. Actual results colld differ from those
estimates,

Cash Equivalents
The Company considers all amounts held in highly liquid instruments with an original
purchased maturity of three months or less to be cash equivalents,’

Loan Receivable From Affiliate, Net

On May 20, 2003, the Company entered info & promissory note -agreement by which the
Company advanced EUR 609,244,650 to Gas Natural Fenosa Finance B.V. (formerly Union
Fenosa Finance B.\.), an affiliated entity. In 2004 this promissory note was replaced by an
intragroup loan agreement (the "loan agresment"), On Oclober 20, 2009, Gas Natural SDG,
S.A, the Common Capital security holder, assumed all rights and obligations under the loan
agreement, During 2012 and 2014, the Board of Directors decided to sign different
addendums of the loan agreement extending the maturing date from May 20, 2013, to the limit
of a final maturity on May 20, 2015 and May 21, 2018, réspsctivaly.




Union Fenosa Financial Services UsA, L.L.C.
Notes to Financial Statements
December 31, 2015 and 2014

On May 20, 2013, the Campany repurchased 21,582,476 Preferred Capital Securities, issued
from the secuiity holders and requested an early partial repayment of the loan agreement for
an amount of EUR 539,561,900, in proportion to the number of Preferred Capital Securities

acquired.

On August 2, 2013 the Company purchased 23,675 additional Preferred Capital Securities in
the Spanish Secondary Trading Marlket, and requested an early partial repayment of the loan
agreement for an amount of EUR 591,875, in proportion to the number of Preferred Capital

Securities acquired.

On October 21, 2014 Gas Natural Fenosa Finance, B.V. decided to cancel the loan receivable
for the outstanding amount of EUR 69,090,875, Afterward, the Company on-lend the funds
raised by the repayment to Gas Natural for an amount of EUR 69,090,875 and with the
maturity date on May 21, 20118, signing a new loan agreement.

On Decernber 22, 2015 the Company decided to demand to Gas Natural an early repayment
to take place on February 22, 2016 of the new loan agreement for the autstanding amount of

EUR 69,090,875,

On February 22, 2016 the Company’s repurchased the remaining 2,763,635 Preferred Capital
Securities outstanding in the Spanish Secondary Trading Market, and requested a total
repayment of the new loan agreement that was totally cancelled,

From August 2, 2013 until its cancellatioh on February 22, 2016 the Loan receivable from
affiliate has amounted to EUR 69,080,875.

As provided by the loan agreement, until May 20, 2013 the loan bore interest through -a rate
equal to the three-month Eufibor rate plus 0.25% plus a margin of 0.184% per annum,
provided, however, that the three-month Euribor rate plus 0.25% was in no event less than
4.184% or moare than 6.823%. Subsequent to May 20, 2013 the loan agreement has born an
interest at a rate equal to 3-month Euribor rate plus 4% plis a margin of 0.184% perannum.

The loan required quarterly interest payments on February 20, May 20, August20, and
November 20, At December 31, 2016 and 2014, the loan bore interest at 4.206% and 4.033%

respectively.

in connection with the issuance of the loan in 2003, the Company collected a loan fee
amounting to EUR 49,544,650, The loan fee was deferred and was being amortized as an
adjustment to interest income on a method that approximates the level-yield basis over the
estimated life of the loan. In connection with the partial repayments of the loan, during 2013,
the Company adjusted in the amortization related to the loan fees, an additional EUR
2,914,142.In October 2014 the pending loan fees for an amount of EUR 115,180 were totally

fransferred to income,

On May 23, 2013 the Company extended a EUR 50,000,000 short-term credit facility (the
Credit Facility) to its parent company, Gas Natural SDG, 8.A. The Credit Facility bears interest
at a rate equal to the Eurlbor rate for the period that the credit line is being disposed. The
credit facllity matures on May 23, 2016 and can be automatically extended on annual periods
until written nofice is provided by glther party. At Décember 31, 2015 and 2014 the Credit
Facility was not disposed.
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4, Gommon Capital Securities

The Company has issued 10 Common Capital Securities. The profits and losses of the Company [
for any fiscal year (or portion thereof) are allocated as follows:

a. Al gains and losses resulting from anhy disposition of assets (in the event suich oceurs) by the
Company shall be allocated 100% to the Common Capital security holder.

b.  Net profit of the Company is allocated (i) pro rata to the Preferred Capital security holders until
the amount so allocatad to each Preferred Capltal security holder equals the amount of the
dividends declared for such fiscal year (or portion thereof) with respect to the Preferred Capital
Securities held by such security holder and (i) thereafter to the Common Capital security
holder.

¢. Net loss of the Company (determined without regard to the amount of any gains and losses i
described in subparagraph (a) above) is allocated 100% to the Common Capital security
holder.

5. Preferred Capital Securities

The Company is authorized to issue and sell Preferred Capital Securities having an aggregate
initial liquidation preference of EUR 500 milion, which could have been increased up to EUR 750
million. This amount may be amended or restated by resolution of the Board of Directors. The initlal t
liquication preference per Preferred Capital Security is EUR 25. Helders of the Preferred Gapital I
Securitles were entitled to receive cash dividends out of the Company's net profits when, and if, I
declared by the Board of Directors to be paid at the three-month Euribor rate plus an effective i
annual rate of 0.25%. The dividend rate shall in no event be less than an effective annual rate of {
4.25% (based on the Spanish term *‘Tasa Anual Equivalente" under the rules of the Spanish i
market) or more than an effective annual rate of 7.00% during the 10 years following the initial
issuance (May 20, 2003). From May 20, 2013 the cash dividends will be paid at the three-month
Euribor rate plus an effective annual spread of 4% which is equivalent to a nominal quarterly
spread rate of 3.941%.

Dividends on the Preferred Capital Securities are noncumulative. Gas Natural, pursuant to the ;i
amended LLC agreement, is the guarantor of these securities for payments of any amounts due by
the Company. During the year 2015 and 2014 the Company has paid dividends to the holders of i
the Preferred Capital Securities for an amount of EUR 2,735,998, and EUR 2,901,817,
respectively.

Preferred Capital Securities have no voting rights. However, in the event that the Company fails to
pay dividends in full on the Preferred Capital Securities (and the guarantor fails to make a
corresponding payment under the guarantee) for five consecutive dividend periods, then the
holders of the Preferred Capltal Securities have the right to alter the compositioh of the Board of
Directors as presctibed in the LLC agreement and Amendment No, 1 to the LLC agresment.
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The Preferred Capital Securities were not redeemable prior to May 20, 2013, On or after sueh date,
and at its option, the Company could have redeemed the Preferred Capital Securities at any time,
in whole or in part, at a redemption price equal to 100% of the liquidation preference plus an
amount squal to the then-current dividend accrued and unpaid to the date fived for redemption. As
of December 31, 2015 the Company has decided to use this option.

The Preferred Capital Securities can be purchased In the Spanish Secondary Trading Market,
whenaver the Company considers it convenient, up to a maximum amount of 10% of the issuance.
Such purchases may take place ata price under the nominal value.

Preferred Capital Securities may not be sold or otherwise transferred to a person In the United
States of Amerlea, except pursuant to sales or other transfers that satisfy the requirements of
Regulation under the Securities Act of 1933 (the Securities Act) or that are otherwise exempt from
the registration requirements of the Securities Act.

In the event of any voluntary or involuntary liquidation of the Company, the holders of the Preferred
Capital Securities will be entitled to receive, out of the assets of the Company available for
distribution to security holders, an amount equal to the liquidation preference per Preferred Capital
Security plus accrued and unpaid dividends thereon for the then-current dividend period, if any, to
the date of liquidation. This distribution will occur before any distribution of assets is made to
holders of Common Capital Securities or any other class of securities ranking junior to the

Preferred Capiial Securities.

In connection with the Issuance of the preferred Capital Securities, the Company has agreed to
pay the underwriter an annual liquidity fee equal to 0.15% of the outstanding issuance, The fee Is
payable quarterly on February 20, May 20, August 20, and November 20.

On April 18, 2013 the Board of Directors decided to make a public and voluntary purchase offer for
the Preferred Capital Securities to the security holders. The conditions of the purchase offer

follows:

a, The Company purchased the Preferred Capital Securities at 93% of each Preferred Capital
Security's nominal value, which was equal to twenly three EUR and twenty five cents (EUR
23,25) for each Preferred Capital Security. The dividend accrued from the last unpaid
dividend payment date up to the corresponding date of acguisition was paid and did not form
part of the purchase price offered.

b. The purchase price fof Preferred Capital Secuiities tenclered pursuant to the purchase offer
could be paid in cash through a single payment.

On May 20, 2013, the Company repurchased 21,682,476 Preferred Capital Securities issued from
the security holders. The aggregate nominal amount of Preferted Capital Securities that filed their
corresponding acceptance was EUR §39,561,900, which represented 88.56% of the total nominal.
The repurchase price amounted fo EUR 501,792,567, corresponding to the 93% of the Preferred
Capital Securities nominal value. Therefore, from that date to August 2, 2013, the outstanding
preferred capital securities were 2,787,310 which amounted to EUR 69,682,750.

Additionally, on July 10, 2013 pursuant to Seclion 6.01(d) (xii) of the LLC Agreement, the
Company decided fo purchase Preferred Capital Securities in the Spanish Secondary Trading
Matket up to @ maximum of 10% of the issuiance outstanding, which amounted to EUR 6,968,275.
On August 2, 2013, the Gompany purchased 23,675 Preferred Capital Securities at 90% of each
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Preferred Capita) Security's nominal value, which was equal twenty two EUR and fifty cents (EUR
22.50) for each Prefeired Capital Security. The repurchase price amounted to EUR 532,687.50,
corresponding to the 90% of the Preferred Capital Securities nominal, value that amounted to EUR
591,875, Therefore, from that date on, the outstanding preferred capital securities are 2,763,635
which amount to EUR 69,080,875. '

The Preferred Capital Securities acquired by the Company in both Purchase operations were
automatically cancelled, pursuant to Section 7.01 b) of the LLC Agreement.

In connection with the repurchase transactions of the Preferred Capital Securities, during 2013, the
Company adjusted in the amartized coslts related to the issuance for a total amount of EUR
43,673,228.

On December 22, 2015 pursuant to Section 6.01(d) (xiii) of the LLC Agreement, the Company
decided to cancel all 2,763,635 Preferred Capital Securities currently outstanding at a redemption
price equal to 100% of the nominal value. The redemption date was February 22, 20186.

Related Party Transactions

Pursuant to the Agreement, Gas Natural is responsible for, and will pay, substantially all expenses
of the Company to the extent such expenses are not paid by the Company. The expenses covered
by the Agreement include administrative organizational costs, as well as any costs resulting from
any litigation against the Company. No expenses were paid on behalf of the Company in 2015 and
2014,

As discussed in note 3, the Company's loan, initially to Gas Natural Fenosa Finance B.V. (formetly
Union Fenosa Finance B.V) and lastly with Gas Natura,l are with related party.

Fair Value of Financial Instruménts

The following table presents the carfying amounts and estimated fair values of the Company's
financial instruments at December 31, 2015 and 2014. The fair value of a financial instrument is the
amount at which the instrument could be exchanged in a current transaction between willing
parties.

11
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December 2015 December 2014

c;?_:x:f Fair value ii:g::f Fair value
Financial Assets
Cash and cash equivalents € 289,630 289,630 323,809 € 323,809
Loan receivable from
affiliate, net 69,090,875 69,123,087 69,090,875 69,646,874
Accrued interest recelvable
from affiliate 317,344 317,344 330,957 330,957
Financial liabilities
Accounts payahle and
accrued expenses 13,161 13,161 2,201 2,201

The carrying amounts shawn in the table are included in the balance sheets under the indicated

captions.

The following methods and assumptions were used to estimate the fair value of each class of

financial instrument;

Cash and cash equivalents, acorued interest receivable from affiliate, and accounts payable and
accrued expenses! the canying amounts approximate fair value pecause of the short maturity of

these instruments.

Loan receivable from affiliate, net [n 2015 and in 2014, the carrying amount for the loan receivable
from affiliate differs from its fair value due to market interest rates lower than the loan's effective

interest rate. The Company Uses the cash flow method fo calculate the fair value.

8. Subsequent events

The Company has evaluated the period from December 31, 2015, the date of the financial
statements, through 28" April, 20186, the date the financial statements were available for issuance,

for subsequent events and determined that on December 22, 2015 pursuant to Sectlo

1 6.01(d) (xiif)

of the LLC Agreement, the Company decided to praceed on February 292016 to the redenmption
of all 2,763,635 Preferred Capital Securities that were outstanding and consecquently the Company
also decided to cance! the intra-group loan with Gas Natural. Consequently, all Preferred Capital
Securities and also the intragroup loan with Gas Natural were cancelled on February 22, 2016, and
no other impacts on these financial statements ate recorded as a consequence of this ransaction.

12




Madrid/Delaware, 27 de abril de 2016

Los administradores declaran que, hasta donde
alcanza su conocimiento, las cuentas anuales
han sido slaboradas con aneglo a los principios
de contabilidad aplicables (US GAAP),ofrecen
la imagen fiel del patrimonia de la situacién
financiera v de los resuliados de Unidn Feriosa
Financlal Services USA, L.L.C, y que el
informe de gestién aprobado ingluye un andlisls
fiel de la evolucién y los resultados
emptesariales y de la posicion do Unién Fenosa
Financlal Services USA, L.L.C., junto con la
descripoién de los pringipales riesgos o
Ineertidurabres a los que se enfienta,

De conformidad con lag disposiciones vigentes,
los administradores proceden a Frmar esta
declaracion de responsabilidad sobre las cuentas
anuales e informe de gestién de Unién Fenosa
Financlal Servicss USA, L.L.C. cerrados a 31
de Diclembre de 2013,

e

: A & A
/G:’eg'aryii?.’Laveﬂe (Divector) /
En Estades Unidos &=

| W\} P
Donald J. Pugﬁsi (Director)
En Estados Uniclos

A
AWordo Serrano (Divector)

Bn Espaft
b
i l v ) . N
Floy Prieto Monfertubio (Divector)
En Esﬁaﬁa P '
;

'

3

ﬁanWé Aranda (Divector)
En EXfrafia

Madrid/Delaware, 27" April, 2016

The administiators declare that, as far as theix
knowledge reaches, the annual accounts have
beei prepared accordingly to the accounting
principles applicable (US GAAP), offer the true
and fafr view of the equity, of the fimaneial
position and the resulls of Unién Fenosa
Financlal Services USA, I.L.C,, and that the
approved management report includes a loyal
analysis of the development and the position of
Unién Fenosa Finanical Services USA, LiL.C,
along with a description of the principal risks
and uncertaintlés that might challenge.
Accordingly to the valid dispositions, the
administrators proceed to sign this declaration
of tesponsibility over the annual accounts and
the management report of Unién Fenosa
Findncal Services USA, L.L.C., closed at 3
December 2015,

{iregory T, Lavelle (Director)

In the United States of America

t

E e il
Donald I, Pugi'is'i @ﬁtot‘)
Tn the United States of America

=] -
A?{IfonsnvSe_rra'uo (Director)
Tn Spain

l fsssisitecr

4 —
Eloy Puisto Monterrublo (Direstol)
In Spain »

Juaf T QSW (Divector)
n Spain-
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UNION FENOSA FINANCIAL SERVICES USA, LLC

COMISION NACIONAL DEL MERCADO DE VALORES
C/ Miguel Angel, 11 (12 plantal
28001 Madrid

Barcelona, 25 de abril de 2016

Unién Fenosa Financial Services USA, LLC
Emisién de Participaciones Preferentes
(“Preferred Capital Securities”]
500.000.000 Euros ampliables hasta
750.000.000 Euros.
con la garantfa de Gas Natural SDG, S.A

Muy Sr. Mio:

En cumplimiento de lo establecido en el articulo 9 (apartado 5, parrafa 2°) de la Orden
CC/461/2013, de 20 de marzo, de la CNMV, les comunicamos que la sociedad UNION
FENOSA FINANCIAL SERVICES USA, LLC, estd controlada en su totalidad por la
sociedad GAS NATURAL, SDG, S.A.

A los efectos dispuestos en la norma mencionada, les remitimos al Infarme Anual de
Gobierno Corporativa correspondiente al ejercicio 2015 de GAS NATURAL SDG, S.A,
que, ademas, para mayor facilidad, ya consta en la pagina web de la CNMV [como
Hecho Relevante, fecha 5 de febrero de 2016 y ntimero de registro 234703) y en la de la
propia sociedad (www.gasnaturalfenosa.com).

De esta forma queda justificada, segln la Circular mencionada, la no etaboracién por
parte de UNION FENOSA FINANCIAL SERVICES USA, LLC, del Informe Anual de

Gobierno Corporativo.

Atentamente/ ?

}
f

o e : ‘
é\garlos J. gz Fernandy
nion Fenosa Financial Setvices, LLC
af’/
Apoderado———"
850 Library Avenue, Suite 204 - F

Newark, Delaware 19711
Telephane 302 738 4680, Telefax 302 738 7210




