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Today’s Agenda

Snapshot of

the GN Group

Recent/
Upcoming

Design and
Implementation

Current
Situation

& Our historical track
record

& GN presence in the
gas value chain

& Incumbent in a fast-
growing market

Changes

New
Regulatory
Framework e . .
Financial
Strategy Implications
R

Disposal of
Enagas
(65%)

= “Ordenes Ministeriales” &
as of 18 February

& Consolidation of value &5
drivers for the Group

& Reduction in exposure
to regulated business &
(sale of up to 65% of
Enagas)

of Strategy

Reaffirming our
business strategy
Shaping a flexible,
customer-focused
organisation
Commitment to foster
growth and
profitability



Overview of Gas Natural Group
A Solid Track Record

&£
Operating Highlights Financial Highlights
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Skills

Management of transition to maturity and Creation and Development of a brand and a
improved efficiency multi-product offering

Integrated Business model to take advantage of
CCGT and LNG Trading

Ability to develop immature markets internationally




Overview of Gas Natural Group bﬂ/
High Growth in Core Spanish Gas Market
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Overview of Gas Natural Group i
High Growth in Core Spanish Gas Market "

Evolution of Total Gas Demand

45 7
40 43 Bcm

Bcm

> 63%

2001 2005 2010

= Conventional demand CCGT

At an early stage of development... ...with strong and visible growth

«Sixth largest European gas market « Conventional demand growth: Residential 8% p.a.,
- 4.6 million customers, 18 Bcm Industrial 6% p.a.

- Low penetration (12% in Spain vs. 24% in EU) * CCGT capacity to reach 13 GW by 2006 (vs non existing
CCGT capacity nowadays)

9% expected CAGR 2000-10




Overview of Gas Natural Group
Strong Positioning of Gas Natural

Gas Distribution &
Marketing

Basic Infrastructure

& 28,807 km y

& 3.9 Mill. customers A « 5,970 km

& Market Shares: e & 2 storage facilities
? 85% distribution o & 3LNG terminals
? 80% marketing /

178

rL P
Gas Sources R‘? 'T \.E& {';»},
‘-b'!‘.lj;:lll e M
20 Bcm contracted in | Electricit
Spain ’ 1 R y
Fleet: 8+2 ) §l = Operational 400 MW

482,000 m? R « Commission. 400 MW

276,000 m3 .
6 Bem contracted Construction 800 MW

internationally Permits 1,600 MW

Gas Distrib_ution& Ju FH S < 4% supply liberaliced
Marketing { = N iy NG T market share

& 45067 km : '

# 3.6 Mill. customers

Other Services

= DF, BA, Bogota, Rio,
Sao Paolo, Monterrey

Maintenance contracts

Central heating

Gas appliances

Electricity F?nancial.services
Fibre-optic network

‘ - Basic Infrastructure Y =
& Projects under permits ¢ : « e-commerce
500 MW (Brazil) | = Maghreb pipeline
v & Third Party Access in
i Argentina and Mexico




New Regulatory Framework
A Constructive Regulatory Proposition

The new regulation mirrors the reality of
the Spanish gas market

Market Framework Regulation Principles Objectives

& Real market growth & Ensure recovery of & Support building of
_ investments infrastructure
« Network expansion & Allow a fair return on ? Investment
critical invested capital ? Planning
& Encourage the search & Benefit customers

for efficiency and cost
reduction through
remuneration system

Constructive regulatory framework allows

long-term value creation

Note: Regulation Principles as published in “R.D. 949/01” and “Ordenes Ministeriales” as of 18-Feb-2002.



New Regulatory Framework ﬁ,
Introduction to Key Parameters of the Regulation "

& Clear methodology to establish key parameters
? Book investment revalued to reflect replacement cost
Visibility M mplicit Regulated Asset Base (RAB)
? Standard costs/investments
? Allowed Returns

& Four year requlatory period (Starting 2003 - 2005)

Stability & Hydrocarbon Law (1998) vs “Orden Ministerial”

& Commitment to support investment in the system

& Basic infrastructure
? Existing assets and new investments: 10 years gvt. yield + 150 bps

? Fully depreciated assets continue to earn the financial return on

Allowed 50% of asset base and recovery of 100% of OPEX

Annual Returns z Distribution

? Existing Assets 10 gvt. Yield + 150 bps
? Return through increase in activity

Incentives to # Real vs Standard Investments + Standard OPEX
Efficiency




New Regulatory Framework
Growth and Profitability

Gas Natural has areal opportunity for value creation

through operating efficiency

Customer per Employee Sales (GWh) per Employee

CAGR: 1%

897
840

2000 2001 1997 1998 1999 2000 2001

1997 1998 1999

Note: Figures exclusively based on activity in Spain
10



The Partial Sale of Enagas h"‘w':/

The sale of 65% of Enagas will allow for

further value creation

Implied : :
P & Comply with Decree “ Medidas
RAB . e
Urgentes de Liberalizacion

Equit 42% & Immediate execution (aiming
quity completion by 2H 2002)
Debt 58%

& Targeting a stable, supportive,
diversified and high-quality
investor base

Regulated

Revenues € 446m z Maximisation of valuation and

proceeds for GN

The proceeds from the Enagas divestiture

will allow Gas Natural financial flexibility
for future selective investments

11



Implementing of Our Strategy
Building on Our Strengths

Basic Gas Electricity
Infrastructure Distribution Generation

& 28,807km network & San Roque (400 & Strong brand

& 20 Bcm contracted & Enagas network

for Spain and 6 and Spanish in Spain and MW) operational = 7.5 million gas
Current Bem regasification 45,066km & Immediate start of customers
" internationally capacity internationally Besds (400 MW) & 4% market share in
POSItion gas & Exclusivity in GN unregulated power
sources (8) on both areas until 2005 market in Spain
sides of the Atlantic # Other products and
& Large and growing services
fleet 758,000 m®
# Secure and diversify = Maintain 35% of « Selective network & Leverage on & Leverage on
; competitive sources Enagas in the expansion competitive and brand and
Strategic of gas through long-  expansion years « Enhance efficiency  flexible gas customer access
Course of term contracts & Network growth = Leverage for multi- sources = Exporting brand
Action # Leverageon & Optimize utility strategy « Back electricity and business
privileged position to infrastructure supply business models
trade on both sides of management
the Atlantic
= Anticipate future = Enagas & 1.2 Mill. additional 4,400 MW by 2006 & 10-11 Mill. customers
needs successful partial  customers in Spain = >10% market by 2006
& Balance between divestiture and 1.5 Mill. share in power & >10% share of
contracted supply internationally by generation by electricity market by
Strategic and demand 20(_)6_ 2006 2006
Targets = Double LNG flows by = Efficiency targets by & Increase portfolio of
2006 (10 Bcm ? 20 2006 products/home

Bcm) ? increased
trading opportunities

& Customer/
Employee: 30%
improvement

= 15% reduction in
Opex/Customer

financial services

12



Financial Considerations

Investments and Cashflow Generated 2002 - 2006 ‘

Investments will be based on the
net cashflow over the next 5
years and the opportunities that
arise in the non-regulated
businesses

Target IRR:
+400 bps over WACC

Investment Breakdown

36%

32%

4% 28%
W Gas in Spain W Power Generation

Gas Abroad Other Businesses

13



Financial Considerations f}

Ay

Improved Productivity

Gas
Customers/Employees Operating Costs (Euro)/Customers
1500 *' 90 - =
1.000 60
500 30
0 0
2001 2006 2001 2006

Expected growth will allow a 15% overall reduction in operating costs per customer

Electricity

Optimal operating costs and maintenance (0.30 cent Euro/kWh)

Benefit from Gas-Electricity Synergies

14



Financial Considerations @}/
Growth Plan

EBIT Contribution

76%

35%

1% 23% 20%
2001A 2006E
W Gas in Spain W Gas Abroad Other Businesses (includes power)
ROACE
>15%

- 1

2001A 2006E

15



Conclusions
Building Our Customer-Focused Strategy

Achieving dynamic growth in liberalising markets through customer focus

& (Gas Assets
? Contracts Electricity Assets & Distribution network
? Basic CCGT and customers
Infrastructure

- Market New Product

2 New Services: financial,

# Brand Name telecom, maintenance,
e Benefit from -
& Strong Customer Base Gas/Power e-commerce

convergence

...Focused
on
Customers

(Dual Fuel Approach)

& Cross-Selling

7.5 million Customers Today

Definition of a Multi-Utility Strategy
leveraging on a solid customer
base and highly-regarded brand

name

10-11 million Customers by 2006

16



Conclusions ® /S
Commitment to Deliver Profitable Growth

Our Sound Positioning and Solid ... Backed by Highly Favourable

Track Record (1997-2001) ... Market Conditions ...

= Efficiency & 7.5 million customers
? 11.6% CAGRin customers & 12% penetration of Spanish gas market
? 8.5% CAGR in customers/employee (VS 24% in Europe)@
? 7.9% CAGR in GWh/employee & 9% expected 10-yr CAGR growth in volumes
& Profitability (vs 4% in Europe) coming from all segments
? 6.0% improve in ROACE & 13GW CCGT plants under construction in
& Growth Spanish Power Sector
? 16.9% CAGR EPS Growth

...and a constructive Regulatory Framework
& Support investments and efficiency
& Allow fair returns

... Fostering Growth and
Profitability for our
Shareholders (2002-2006

... Will Ease the Execution of our

Customer-oriented Strategy

& 10-11 million customers & >10% EPS growth in the next 5 years
& >10% market share in power supply & >15% ROACE target

= Increase portfolio of products/services = Efficiency Ratios

& Secure flexible and competitive gas sources ?  30% improvement in

customer/employee
?  15% OPEX/customer reduction

« Penetration defined as % gas demand relative to total primary energy demand 1



Gas Natural Group

This document may contain market assumptions, different sourced information and forward-
looking statements with respect to the financial condition, results of operations, business, strategy

and the plans of Gas Natural spgG, s.A. and its subsidiaries.

Such forward-looking statements are not guarantees of future performance and involve risks and

uncertainties, and actual results may differ materially from those in the forward-looking statements

as aresult of various factors.

Analysts and investors are cautioned not to place undue reliance on forward-looking statements,
which speak only as of the date of this presentation. Gas Natural sbG, s.A. undertakes no obligation
to release publicly the results of any revisions to these forward-looking statements which may be
made to reflect events and circumstances after the date of this presentation, including, without
limitation, changes in Gas Natural’s business or acquisition strategy or to reflect the occurrence of
unanticipated events. Analysts and investors are encouraged to consult the Company’s financial

and other information filed by the Company with the CNMV.

March 2002
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