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DISCLAIMER

Unless Gas Natural determines otherwise, any offer will not be made, directly or indirectly, in or into, or by use
of the mails or any means or instrumentality (including, without limitation, by means of telephone, facsimile,
telex, internet or other forms of electronic communication) of interstate or foreign commerce of, or any facilities
of a national securities exchange of, the United States, nor will any offer be made in or into Canada, Australia or
Japan and any offer will not be capable of acceptance by any such use, means, instrumentality or facility or
from within the United States, Canada, Australia or Japan. Accordingly, copies of this document are not being,
and must not be, mailed or otherwise forwarded, distributed or sent, in whole or in part, in, into or from the

United States, Canada, Australia or Japan.

Securities may not be offered or sold in the United States absent registration under the US Securities Act of

1933, as amended, or an exemption from registration.

This document does not constitute an offer to sell or the solicitation of an offer to buy any securities anywhere

in the world.

The following presentation contains forward-looking statements. By their nature, forward-looking statements
are subject to risk and uncertainty because they relate to events and depend on circumstances that will occur
in the future. Gas Natural does not make any representations as to the accuracy or completeness of such

statements, estimates and projections or that any forecasts will be achieved.



The Next Step in Gas Natural’s Strategy
The Creation of a World Scale Energy Leader

® The transaction accelerates our strategy, effectively advancing the
strategic plans of both companies by a number of years and
creating a scaled player in a position to take advantage of dynamic
changes in the energy sector

® A compelling industrial logic with strong financial benefits from
synergies and capital discipline in the near future, and revenue
opportunities in the medium term
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The transaction will create faster, more profitable growth from an optimally

financed company



Transaction Overview

® Tender Offer for 100% of the share capital of Iberdrola by Gas Natural
Tender Offer consideration consisting of 60% shares and 40% cash

e €340 in cash plus 29 newly issued Gas Natural shares for every 50
Iberdrola shares, which is equivalent to €6.8 in cash and 0.58 Gas
Natural shares for each Iberdrola share

® The offer implies a valuation of €17(a)per each Iberdrola share, or a
premium of

20% to Iberdrola’s closing price on the closing day before the offer
23% to Iberdrola’s last three months average price

® The transaction is structured to create value, by joining the
complementary resources of both companies in order to achieve the
strategic ambitions and potential of the combined entity

+ Based on Gas Natural’s share price of €17.61 as of 7 March 2003 (last closing pre-announcement).



Highlights of the Process Calendar

CNMV Comision Nacional de la Anti-Trust Authorities
Energia (CNE) (SDC and TDC)

Filing of Folleto with Submission of Report to Submission of Report to Servicio de
CNMV CNE Defensa de la Competencia (SDC)
10t March 27t March 15t March

One month to respond or submit to TDC

Tribunal de Defensa de la
Approval once CNE has One Month Competencia (TDC)

approved to Approve

Two Months

Government Approval — One Month

Transaction Approval and publication of tender offer announcement and final Folleto

— —

One Month Tender N Gas Natural Shareholders N .
: w . e Closing
Period 4 Meeting y




The Transaction Accelerates Gas Natural’s Long
Term Stated Strategy...

Gas Natural’s Stated Strategy

Operational Targets

Gas
Distribution

Electricity
Generation

Secure flexible and competitive gas sources

Efficient use of capital intensive activity

Efficiency targets by 2007
Customers employee: 30% improvement
15% reduction in opex/customer

1.5m new clients in Spain and 1.5m in LatAm

4,800MW in Spain by 2007

10% market share in power generation by 2007

>11m customers by 2007

>10% market share in electricity supply

Increase portfolio products/services

Financial Highlights

ROACE >15% by 2007

All investments to meet hurdle rate between
300bp and 400bp over WACC

Impact of the Transaction

Iberdrola Contribution

@® Iberdrola adds 7.5bcm of contracted gas

@® Iberdrola acquisition to trigger rationalisation
of each company’s exposure to infrastructure
assets

@® Substantial synergies expected to arise from
joint commercial management and joint
operation of distribution network

® Iberdrola adds 19GW of installed capacity in
Spain, representing approximately a 28%
market share

® Iberdrola adds 16.2m clients to Gas Natural’s
8.1m portfolio

® Iberdrola enjoys a 38% market share in the
electricity end-market

® Complementarity of individual customer bases
provides new entity with national footprint

® Proforma ROACE target greater than 16% by
2006 with a larger capital base
® Investment above our hurdle rate



...As Well As Iberdrola’s

Iberdrola’s Stated Strategy Impact of the Transaction

@® Operational Targets Gas Natural Contribution

Increase generation capacity from ® Combination allows for same growth in

generation capacity increasing profitability
19,000 MW to 30,800 MW by 2006 through access to competitive gas and

rationalising total investment for the sector

Presence and plans in CCGT generation allow
for an immediate rebalancing

A more balanced generation mix

20% market share in gas by 2006 Strong position in the Spanish gas market, with

a circa 70% share

Secure and diversified gas sources 28 bcm of gas contracted from multiple

diversified sources

Combination enhances positioning through dual
offering. Leader in gas and electricity

2 million common customers

Leader of liberalised supply market

Increase Net Sales per customer

® Financial Highlights
@® EPS accretion of 20% for Iberdrola shareholders
by 2006

Maintain financial strength @® Leverage level of combined entity after planned
disposals similar to Iberdrola’s

Investment hurdle: WACC +2 to 3% @® Investment hurdle: WACC +3% to 4%

Net Profit of €1.6bn by 2006



A Snapshot of the Combined Entity

Key Financial Data (€m)

Market Data Financial Results

11,978

Market Cap (a) Net Debt (b) Enterprise Value (c) EBITDA 2002 Net Profit 2002 Book Value 31 Dec 2002

Key Operating Data (d)

185,214
0 13.4
10.9
o II—
Capacity in Spain Production in Electricity Sales in Gas Sales in Spain . . . . .
(MW) Spain(GWh) Spain (GWh) (GWh) Customers in Spain (m) Customers in Latin America (m)
B Gas Natural Il Iberdrola

¢ Market Cap as of 7 March 2003.

* Net Debt pre transaction (as of 31 December 2002).

* Includes minority interests as of 31 December 2002, valued at €201m (Gas Natural) and €81m (Iberdrola).
* As of 31 December 2002.



A World-Class, Client-Driven Energy Leader

Creation of a Leader in the Energy Sector

Fifth largest utility in the world by market capitalisation and third-largest in Europe (by market
capitalisation and number of electricity and gas customers)

Rightly sized to exploit scale benefits and future opportunities in Europe’s liberalizing energy sector

Strong Strategic Positioning

Well-positioned in an attractive and fast-growing market

Nationwide customer reach allows for successful dual-offer strategy

Optimal power generation mix

Sizeable and flexible gas contract position

Balanced position in LatAm through exposure to above-average assets and growth upside

Strategic Fit Along the Gas / Power Value Chain

Transaction effectively advances the Strategic Plans of both Gas Natural and Iberdrola

Financial Outperformance Through Multiphase Action Plan

Capital rationalisation to allow for \ ® Acquisition meets target of WACC +3% to 4%
reduction in capex levels o Increasing returns
Disposals and financial flexibility Lower cost of capital

Synergies and cost-cutting potential ' ® Earnings / dividends accretion



Creation of a Leader in the Energy Sector

Ranking of European Utilities by Market Capitalisation (€ bn) (a)

Enel E.ON GN+I(b) Iberdrola Suez Endesa RWE Scottish Centrica Gas SSE Fortum
(N Power Natural
(GN)

Ranking of European Utilities by Number of Customers (millions) (c)

EDP

Enel E.ON GN+l RWE Centrica Endesa Iberdrola EDP UF Gas PPC Scottish
(U] Natural Power
(GN)

As of 7 March 2003.
Assuming a price per Iberdrola share of €17, 60% paid in shares and that Gas Natural’s share price remains unaffected post-transaction.
Includes gas and electricity customers.

Union
Fenosa

SSE
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Creation of a Leader in the Energy Sector

® Contracted gas into Spain T pe———
® Gas Natural : zOBBC'g) distribution and supply
® Iberdrola cm
® Contracted gas for international . : g;m glas ::I.Js.:omers
market y : .2 electricity
4]
® 8Bcm | customers
® 1.5Bcm
® LNG fleet

® Existing ships (482,000 m3)
@ In construction (276,000 m?)

Italy: Gas supply
LatAm: Gas / power

distribution and supply ® New gas supply

subsidiary

® 3.9m gas customers
® 7.0m electricity
customers

Spain: Power generation

® 860MW
® 18,888MW

Basic infrastructure

LatAm: Power generation

Maghreb pipeline
Enagas shareholding
LNG terminal BBG (25%)

® 1,403MW

LNG terminal Sagunto (30%)

(a) 1.3 Bcm contracted with Iberdrola.
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Strong Strategic Positioning
Privileged Position in an Attractive and Fast-Growing Market

Demand Growth in Spain Market Share (2002)
Natural Gas Demand Growth Gas Natural

72%

50 - @ CCGT
B Commercial / residential 5%
40 1 m Industrial CAGR 8-
Natural gas [R5 30 - ]
=90 - 1.8 i . o
10 -
0

2002 2005E 2008E 2011E End-market

Electricity Demand Growth
Iberdrola
W’ 34% (a)
350 - 284 1 RSy ST

300 4 260 28%
250 - 213 237
200 4
150 -
100 -
50 -
0 .

38%

Electricity

(TWh)

2002 2005E 2008E 2011E Generation End-market

Source: MINECO
(a) 2006 target.



Strong Strategic Positioning
The Regulatory Perspective

Market Shares — End Market

® Gas Natural
72% predominantly a gas

predominantly an
electricity company

® Transaction
maintains market
shares in each of
gas and electricity
markets virtually
unchanged

® Moreover, Gas

Natural proposes

divestitures in
Generation
Energy
infrastructure
in Spain
Customers

<72% company
- - =
(a)

® |berdrola
Gas Natural Iberdrola Proforma

Electricity

38% <38%

c = G
(b)

Iberdrola Gas Natural Proforma

Ability to compete effectively by making available to customers a superior, cost-efficient product offering and
accelerating the full liberalisation of the Spanish gas and electricity markets

7% in liberlised market.
4% in liberlised market.



Strong Strategic Positioning
Nationwide Customer Reach Allows for Successful Dual-Offer Strategy

umbent areas of Gas Nat CLIENTS (m):
and / or Iberdrola

ual-fuel distribution

as distribution

ectricity distribution

otal existing client base

lients in incumbent areas
erved by GN nor IBE

Other regions

@® Ample presence with multiproduct
offering

® With more than 11 million customers(®),
the combined entity will benefit from a
unique base to exploit the opportunities Total Market 20.8
posed by a growing market

Includes 2 million customers of gas and electricity.
Pre-divestitures.
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Strong Strategic Positioning

Optimal Power Generation Mix

Combined Power Generation Portfolio in Spain 2002

CCGT 10.2% Hydro
42.9%

Special Regime (a)
8.4%

Conventional
22.2%

Nuclear
16.3%

@® Current portfolio
ensures:

Maximum efficiency

Privileged position
from an environmental
standpoint

@® In the future, priority
given to investments in
CCGT and renewables

———

Combined Installed Capacity: 20,028 MW

Optimal generation mix

Includes renewables and cogeneration.
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Strong Strategic Positioning
Diversified and Flexible Gas Sourcing

Gas Contracts Portfolio 2002

Algeria (pipe)
31%

® Sizeable LNG fleet
introduces additional

Nigeria
8% flexibility
Algeria (LNG)
24% Trinidad & T e L .
Tobago 9% Existing capacity: 8 ships

(482,000 m?)

National . .
1% Other | iy a Norway In construction: 2 ships

1% 39, Persian Gulf 11% (276,000 m?3)
12%

— —7'

@ Efficient and flexible gas supply, which will allow the combined entity to
Exploit growth opportunities
Compete effectively on cost
Create value through trading
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Strong Strategic Positioning
Balanced Position in Latin America

Above-average Quality Assets

B onass) O

® 300 MW of electricity
generation in construction

Gas customers: 833,000 (%) atemal.-

Gas sales: 14,449 GWh ~ " N

Power generation: 1,037 MW - ® EEGSA (39.6%)

operational and 1,536 MW in ® Electricity customers: 630,000
: = (s

construction

® Gas customers: 1,251,000
® Gas sales: 7,422GWh

® Transportadora Colombiana de
Gas (23.1%)

Electropaz (56.8%) and Elfeo i i Power generation: 122 MW
(58.9)%) ‘ operational and 1,010 MW in
Electricity customers: 346,000 . development / construction
Service companies: Cadeb and I (r Electricity customers: approx
Edeser 6,000,000

Gas customers: 610,000

-- Chile (*).- Gas sales: 29,869 GWh

® Power generation: 124MW
® Water distribution : ESSAL (51%)

l-\rgentin.- B Joint presence -.uguay (.-

® Gas customers: 1,214,000 B Gas Natural ® Water distribution: Aguas de
® Gas sales: 25,7166 GWh | Maldonado (49%)
Iberdrola

Source of data: 2001 Annual Report for Iberdrola information, and 2002 results announcement for Gas Natural.

Strategy

® Cautiously develop

presence in selected
markets where it is possible
to:

Achieve scale

Extract synergies from

integration within the

gas/power value chain

® Selective evaluation of non-
core assets ()

® Generation

Priority given to
combined cycles

Attractive economics

Integration with
distribution activities

® Distribution

Priority given to dual-
fuel offering
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Gas Natural’s Track Record

- - ________________________________

mmm EBIT (€m :
(€m) 75 8.1

immm Net Profit (€Em) 7.0

Number of Customers (m) 58 6.3

4.8

1995 1996 1997 1998 1999 2000 2001 2002

Expansion in Spain Diversification in LatAm Liberalisation in Spain

—

- R—

@® Early adoption of an integrated gas model, benefiting from opportunities in CCGT and LNG /

trading
@® Creation and consolidation of a strong brand and a successful multiproduct offering

@® Ability to develop presence in international markets
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Financial Outperformance Through Multiphase
Action Plan

2003/2004 2004/2006
@® Combination of Gas ® Implementation of a joint, integrated strategy
Natural and Iberdrola Asset integration of Gas Natural and Iberdrola
Corporate integration Optimisation of joint opportunities
Definition of in-depth
strategic guidelines @ Capital discipline

. Asset disposal .
Capex savings Synergies
programme

® Maintains combined ® EBIT reduction (only ® EBIT improvement ‘ Increasing
operating profit non-liquid divestitures) @@ No impacton ROCE
@® Capital employed @® Capital employed capital employed 4
reduction reduction '
TTT——————— I —
JUEL[IEIN @ Acquisition of Iberdrola is consistent with Gas Natural’s stated objective of value
Impact creation, as it generates a rate of return between 3% to 4% over the new entity’s k
WACC Value
Action plan allows for increasing returns Creation
Optimised capital structure ensures minimisation of cost of capital '
® Moreover, transaction generates earnings / dividends accretion for both sets of

shareholders




Capital Rationalisation Allows For Lower Capex

Proforma Capex Plan (Original) 2003-2006 Proforma Capex Plan Post-Savings 2003-2006

Other Electricity

Distribution
18.2%

Electricity
Distribution Generation
12.7% 52.2%

Generation

X 48.3%
Gas Distribution

24.7%

Gas Distribution

19.8%
Total: €13,500 m Total: €9,400 m
Spain: €11,015 m (82%) Spain : €7,615 m (81%)
LatAm: €2,485 m (18%) LatAm: €1,785 m (19%)

Capex savings of €4,100m, while maintaining a very competitive position in the market and with no negative
impact on operating earnings

ﬁ—

@® Maintenance of combined operating earnings level with a lower capital base made possible by:
Generation
® New plan implies downward revision of capacity built

® However, higher efficiency of existing/new CCGT capacity will more than offset income projected to
arise from discontinued projects

Distribution/Other: savings associated with divested assets and low-return, marginal investments
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Higher CCGT Efficiency Driving Improved
Generation Profitability

® New combined CCGT capacity planned will be lower than the sum of Gas
Natural and Iberdrola’s programmes, but it will still be well above the level of
each of the two companies separately
® Existing and new CCGTs of the combined Gas Natural / Iberdrola to benefit from
two main advantages as opposed to their profile as part of the individual
companies
Synergies at the gas supply level
Added flexibility arising from Iberdrola’s optimal generation mix (e.g.
substantial hydro generation capacity)

® Ability to operate CCGTs of new company with a higher load factor (circa 70%,
representing approximately 1,000 additional hours per year for each plant)
® Improved profitability
Lower gas costs and, through higher production volume, ability to average
down fixed cost base
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Disposals and Financial Flexibility

® In order to reinstate a more conservative capital structure, the combined entity
will implement a disposal plan

Energy-related assets

e Gas and power assets in Spain
e Financial investments

e Other energy-related assets

Non-core assets

Valuation of Potential Disposal Targets

€2,800m €5,000m

Highly Liquid Assets Medium Liquidity Assets Total
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Synergies and Cost Savings

“ Comments on Action Plan % Total Savings

@ Efficiencies within the commercial cycle (meter-reading, billing and
collection)
Joint ) @ Integration of call-centres and commercial platforms 239
U @ Efficient use of commercial network in common areas
Managemont @® Capture new clients
@® Multi-brand strategy
@ Integration and standardization of purchase units
Joint @ Efficiency and economies of scale in
Operation of v' Capex
Distribution v' O&M of distribution network 19%

Network Shared teams, joint projects

Efficiency in distribution activities

Business integration

Lower overhead and administrative costs 27%
Financing scale

Optimization of real estate space

Optimisation &
Centralisation of
Support/ Corporate
Services

Optimization of IT operations
Lower maintenance costs
Overlap of system development projects 23%

IT / Systems

Overlap in Latin American country organisations
Integration of international and diversification business management 8%

Total Cost Synergies €415 m(a)

Annual pre-tax synergies achievable from the fourth year of integration (2006), equivalent to 10% of the combined 2006 EBIT.



Enhanced Returns With a More Balanced Asset Base

m_f - T

+16.0%

+15 0%

13.1% .
11.7% @® Capital efficiency
Ret_ums Selective investment policy
Uplift ... Disposal programme
@ Strong growth profile
ROACE 2002 ROACE 2006E
W Proforma Gas Natural / Iberdrola B Gas Natural

&F

GN + IBE 2006E

Other . Electricity Distribution
19%(@ Gas Distribution Power ff;eratw" 20%
..Through Latin 48% ° o
a Fully America Distribution
Diversified [JEEY ® Diversified EBITDA 15%

Portfolio

Gas / electricity balance Trading/Gas

Trading/Gas Infrastructure Lc_>wer regulatory exposurg Other 1% | tin America Infrastructure
23% High graded Latam portfolio 13% 10%

EBITDA Breakdown

Includes Enagas 24



Additional Value Through Leverage Optimization

Net Debt / Net Capitalization (a)

Before Disposals Combined Entity Post Disposals
Rating 3 < solidCredit >
67.0%

56.8% 64.1% ® Depending on level
of disposals
) | implemented
28.09
’ ® Deleveraging
through differential
between operational
cash flow generated
and capex /

. dividends over 2003 /
Gas Natural +lberdrola = Combined 2006E 2006 period
entity

@® Optimised capital structure
Higher leverage allows for significant reduction in WACC of combined entity
Strong business profile and consistency with peer group ensures maintenance of solid
investment grade rating

Includes Net Debt, Minorities and Shareholders Equity (Book Value).




Earnings and Dividends Accretion

Cash EPS Impact (@ (b) Proforma EPS and Cash EPS (@ (b)

— Proforma EPS — Proforma Cash EPS

® 8% and 10% accretive in 2003 and €2.4 4

2004, respectively €2.2

€2.0 -

€1.8 -

EPS Impact @ €1.6 -

. s - . €1.4 -

® Slightly dilutive in 2003 (1%) €12

® Accretive from 2004 2003E 2004E 2005E 2006E

@® Shareholders to benefit from dividends accretion due to
Higher payout ratio (consistent with Iberdrola’s)
Earnings accretion

Dividends

ﬁ —

Positive Impact for both sets of shareholders

Source of estimates: IBES consensus (Gas Natural EPS 2003E: €1.44; 2004E: €1.56; 2005E: €1.69; 2006E: €1.82 and Iberdrola EPS 2003E: €1.16; 2004E: €1.32; 2005E:

€1.50; 2006E: €1.71).
Includes synergies and disposals contemplated in the transaction.
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The Next Step in Gas Natural’s Strategy
The Creation of a World Scale Energy Company

® The transaction accelerates our strategy, effectively advancing the
strategic plans of both companies a number of years and creating

a scaled player in a position to take advantage of dynamic changes
in the energy sector

® A compelling industrial logic with strong financial benefits from
synergies and capital discipline in the near future, and revenue
opportunities in the medium term

‘7

The transaction will create faster, more profitable growth from an optimally

financed company
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