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Securities and Exchange Commission
100F Street, NE.
Washington, D.C. 20549

Attn: Brian V. Breheny, Esq. _
Chief, Office of Mergers and Acquisitions
Division of Corporation Finance

Christina E. Chalk, Esq.
Special Counsel, Office of Merger and Acquisitions
Division of Corporation Finance

Mauri L. Osheroff, Esq.
Associate Director, Office of Regulatory Policy
Division of Corporation Finance

James A. Brigagliano, Esq.
Acting Associate Director, Division of Market Regulation

Ladies and Gentlemen:

‘We are writing on behalf of our client Gas Natural SDG, S.A., a limited liability
company organized under the laws of the Kingdom of Spain (“Gas Natural), which intends to
make exchange offers (as more fully described below) to acquire 100% of the ordinary shares,
nominal value €1.20 per share (the “Endesa Ordinary Shares™), and American Depositary
Shares, each representing one Ordinary Share (the “Endesa ADSs” and together with the
Endesa Ordinary Shares; the “Endesa Shares™), of Endeésa, S.A., a limited liability company
organized under the laws of the Kingdom of Spain (“Endesa”), in exchange for cash and newly
issued securities of Gas Natural. In accordance with the requirements of applicable Spanish
takeover regulations, Gas Natural publicly announced the proposed exchange offers on
September 5, 2005, but the offers may not be eommenced until certain antitrust and other
rogulatory approvals are obtained in Spain.

As previously discussed with members of the Staff (the “Staff”) of the Securities and
Exchange Commission (the “Commission™), Gas Natural intends to use a dual offer structure to
acquire the Endesa Shares in which Gas Natural would make concurrent offers in the United
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States and Spain. The offer to be made in the United States (the “U.S. Offer”) would be open
to-all holders of Endesa Ordinary Shares who are residents in the United States (“U.S. holders™)
and all holders of Endesa ADSs, regardless of their residence. The offer to be made in Spain
(the “Spanish Offer” and together with the U.8. Offer, the “Offers™) would be open to all
helders of Endesa Ordinary Shares, including U.S. holders of Endesa Ordinary Shares. Spanish
regulations applicable to public takeover bids do not permit Gas Natural to exclude U.S.

holders of Endesa Ordinary Shares from the Spanish Offer. Thus, U.S. holders of Endesa
Ordinary Shares will be legally permitted to participate in either the U.S. Offer or the Spanish
Offer.

The U.S. Offer is subject to, among other conditions, the condition that a minimum of
794,064,088 Endesa Ordinary Shares, representing 75% of Endesa Ordinary Shares, including
those underlying Endesa ADSs, are tendered in the Offers (the “Minimum Tender Condition™),
and the condition that the Spanish Offer is completed. The Spanish Offer is subject to the same
conditions as the U.S. Offer; however, the Spanish Offér is not conditioned on the completion
of the U.S. Offer.

We are hereby requesting the following relief from the Commission in connection with
the Offers:

. exemptive relief from the provisions of Rule 14d-10(a)(1) promulgated under
the Securities and Exchange Act of 1934, as amended (the “Exchange Act”), to
permit Gas Natural to make the Offers utilizing the dual offer structure as
described in this letier pursuant to which Gas Natural will make the U.S. Offer
available to all holders.of Endesa ADSs, wherever located, and all holders of
Endesa Ordinary Shares who are U.S. holders and will make the Spanish Offer
available to all holders.of Endesa Ordinary Shares (including U.S. holders);

. exemptive relief from the provisions of Rule 14e-5 under the Exchange Act to.
allow Gas Natural to purchase Endesa Ordinary Shares pursuant to the Spanish
Offer after the public announcement, but prior to the expiration, of the U.S.
Offer;

. exemptive relief from the provisions of Section 14(d)(5) of the Exchange Act to
permit Gas Natural to terminate withdrawal rights at the expiration of the initial
offering period for Endesa Shares tendered into the U.S. Offer during that
period; and

. exemptive relief from the provisions of Rule 14d-4(d)(2) under the Exchange
Act to permit Gas Natural, following the expiration of the U.S. Offer, to waive
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or reduce the Minimum Tender Condition, in the event that the Minimum
Tender Condition has not been satisfied, without extending the acceptance
period or extending withdrawal rights, in accordance with the process preseribed
by Spanish law and regulation.

Please note that, as the Offers are being made on an unsolicited basis, Gas Natural has
notbeen provided with access to non-public information regarding Endesa. As such, the
information provided in this letter with respect to Endesa is based on information contained in
Endesa’s Annual Report on Form 20-F for the year ended December 31, 2004, filed on June 30,
2005 (“Endesa 20-F"), Endesa’s Amendment to its Annual Report on Form 20-F/A for the year
ended December 31, 2004, filed on October 28, 2005 (“Endesa 20-F/A™), and Endesa’s current
reports on Form 6-K as well as on Endesa’s public filings with the Comision Nacional del
Mercado de Valores in Spain (the “CNMV™) and other information publicly disclosed by
Endesa. Information relating to Endesa has not been independently verified by Gas Natural or
its legal counsel, '

Background Information
Gas Natural

Gas Natural is a Spanish limited liability company primarily focused on the supply,
distribution and sale of natural gas in Spain.and Latin Ameriea. Gas Natural ordinaty shares,
nominal value €1.00 per share (*Gas Natural Qrdinary Shares”), are listed on the Automated
Quotation System of the four Spanish Stock Exchanges. Gas Natural is a foreign private issuer
as defined in Rule 3b-4(c) under the Exchange Act and does not have any class of securities
listed on a U.S. national securities exchange or registered under Section 12 of the Exchange
Act, In connection with the U.S. Offer, Gas Natural intends to file 4 registration statement on
Form F-4 (the “Registration Statement’) with the Commission to register Gas Natural Ordinary
Shares and Gas Natural American Depositary Shares, each representing one Gas Natural
Ordinary Share (“Gas Natural ADSs™), to be issued in exchange for the tendered Endesa
Shares. In addition, in connection with the U.S. Offer, Gas Natural has applied for the listing
of the newly issued Gas Natural ADSs on the New York Stock Exchange (the “NYSE”).

Endéga

Endesa is a Spanish limited liability company which is the largest electricity company
in Spain. Endesa Ordinary Shares ate listed on the four Spanish Stock Exchanges and quoted
on the Automated Quotation System of the Spanish Stock Exchanges. Endesa ADSs are listed
and traded on the NYSE, and Endesa Ordinary Shares are listed on the NYSE not for trading
purposes, but only in connection with the registration of the Endesa ADSs, pursuant to the rules
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of the NYSE Endesa Ordinary Shares are also traded on the Santiago de Chile Offshore Stock
Exchange.! We understand that Endésa is a foreign private issuer as defined in Rule 3b-4{c)
-under the Exchange Act and that the Endesa Ordinary Shares and Endesa ADSs are registered
under Section 12 of the Exchange Act.

Qualification for Tiexr II Relief

In structuring the Offers, Gas Natural is relying on Rule 14d-1(d) under the Exchange
Act, which provides exemptive relief from otherwise applicable rules to persons conducting a
an exchange offer involving a non-U.S. company under certain conditions. In order for Gas
Natural to qualify for exemptive relief under Rule 14d-1(d) (“Tier II Relief”), among other
conditions, U.S. holders must not hold more than 40% of'the outstanding Endesa Ordinary
Shares, including Endesa Ordinary Shares represented by Endesa ADSs. Because Gas Natural
is not making the Offers pursuant to ahy agréeement with Endesa, in determining that the Offers
qualified for Tier 1 Relief, Gas Natural is presuming, as permitted by Instruction 3 to Rule
14d-1(d), that less than 4G% of the Endesa Ordinary Shares, including Endesa Ordinary Shares
represented by Endesa ADSs, were held by U.S. holders based on the facts described below.

According to the Endesa 20-F and Endesa 20-F/A, as of December 31, 2004, a total of
1,058,752,117 Endesa Ordinary Shares were issued.? In addition, atcording to the Endesa 20-F
and Endesa 20-F/A, Endesa’s capital stock amounts to €1,270,502,540.40 and consists-of
1,058,752,117 fully subscribed and paid shares 6f €1.20 par value each, all of which are listed
on the four Spanish Stock Exchanges, and as of December 31, 2004 and 2003, €28 million and.
€45 million, respectively, of these shares were listed on the New York Stock Exchange in the
form of ADSs. Thus, based on the Endesa 20-F and Endesa 20-F/A, it appears that
approximately 2.20% of Endesa’s share capital was represented by Endesa ADSs, In addition,
Endesa’s website discloses that, as of December 31, 2004, there were a total of 27,609,284
Endesa ADSs outstanding, which represents approximately 2.61% of the total number of
outstanding Endesa Shares, and Endesa’s 2005 Corporate Governance Report discloses that, as
of December 31, 2005, there were 22,676,060 Endesa ADSs outstanding, which represents
approximately 2.14% of the total number of outstanding Endesa Shares.

' ‘Gas Natural is not making a separate offer for Endesa in Chile. On December 7, 2005, the Chilean Stock
Exchange Commission (Superintendencia de Valores y Seguros) confirmed in writing to the CNMYV that there
is no ebligation to make a tender offer in Chile.

*. The Endesa 20-F and Endesa 20-F/A do. notspecify the number of U.S. holders-of Endesa Shares or the
percentage of Endesa Shares held by U.S. holders.
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Based on data from Bloomberg, during the twelve-calendar-month period ended
January 19, 2006, the worldwide aggregate trading volume of Endesa Ordinary Shares,
including Endesa Ordinary Shares represented by Endesa ADSs, was 2,541,050,421 shares.
Based on data from Bloombetg, of such worldwide aggregate trading volume 27,920,400
shares, or 1.10%, were Endesa Ordinary Shares, including Endesa Ordinary Shates represented
by Endesa ADSs, that were traded on national securities exchanges or on the OTC market in
the United States.

Although this data would lead to the apparent conclusion that U.S. holders represent
less than 2% of Endesa’s share capital and trading volume, Endésa’s website discloses that
15.3% of Endesa’s capital stock is held in the United States. In addition, Endesa’s 2004
Annual Report, Operations Review, includes a chart of the “estimated shareholder structure of
Endesa in April 2004 based on publicly available information.” This chart indicates that 16%
of Endesa’s capital stock is held in the United States.

Therefore, based on the publicly available information described above, Gas Natural
has reason to believe that, as of the date 30 days before the expected commencement of the
Offers, U.S. holders held more than 10% of the outstanding Endesa Ordinary Shares, including
Endesa Ordinary Shares represented by Endesa ADSs, and, thus, Gas Natural does not believe
that it is.eligible for exemptive relief under Rule 14d-1(c) (the “Tier I Relief’). However,
based on the publicly available information described above, Gas Natural believes that, as of
the date 30 days before the expected commencement of the Offers, U.S. holders held less than
40% of the outstanding Endesa Ordinary Shares, including Endesa Ordinary Shares represented
by Endesa ADSs, and after reasonable investigation, Gas Natural has no knowledge and no
reason to know that U.S. holders held more than 40% of the outstanding Endesa Ordinary
Shares, including Endesa Ordinary Shares represented by Endesa ADSs, as of such date.
Therefore, Gas Natural believes that, subject to its compliance with the other conditions
contained in Rule 14d-1(d), it is eligible for Tier I1 Relief, We believe that this treatment is
consistent with the treatment of other unsolicited exchange offers similarly structured. See,
e.g., In the Maiter of Offer by Sanofi-Synthelabo for Ordinary Shares and ADSs of Aventis,
Exchange Act File No. TP 04-30 (June 10, 2004) (granting certain exemptive relief in respect
of an unsolicited transaction where the bldder was unable to definitively confirm that it
qualified for Tier II Relief).

Spanish Takeover Regulations and Offer Process
In Spain, the main rules applicable to exchange offers for securities listed on a Spanish
Stock Exchange are set forth in the Securities Market Act of 28 July 1988, as amended (Ley del

Mercado de Valores), and in the Royal Decree 1197/1991 of 26 July 1991, as amended, on
public takeover bids (Real Decreto sobre régimen de las ofertas piblicas de adquisicién de
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valores), which are together referred to herein as the “Spanish Takeover Regulations.” The
main body that controls public offers in Spain is the CNMYV. In Spain, before an exchange
offer may be commenced, the offer must be approved by the CNMV. As noted above, the
Spanish Takeover Regulations do not perinit an offeror to exclude any holders of a class of
securities in respect of which the offer is made. The offer must be open to all holders of such
class of securities.

In order to register the securities to be offered and the offer thereof, an application and
the offering prospectus describing the offer and the securities to be offered (the “Spanish
prospectus™) must be filed with the CNMV. The Spanish prospectus must be written in
Spanish and must contain, among other items, a description of the offeror and certain
information regarding the target company as well as any arrangements between the offeror and
target company, the size of the offer and minimum acceptance condition, any other offer
conditions, the consideration offered, the plan for financing the offer and the impact of such
financing on the target company, the procedure for acceptance of the offer, expenses payable
by the target company’s shareholders in conmection with the transfer of shares, the offeror’s
business and activities and the offeror’s plans for the acquired business and proposed changes
10 the target company’s by-laws,

The CNMYV will, in conjunction with the offeror and its advisers, review the Spanish
prospectus on a confidential basis to ensure that the terms of the offer conform to the applicable
provisions of the Spanish Takeover Regulations and that the level of information disclosedin
the Spanish prospectus is adequate. Spanish counsel has advised that the review process with
the CNMV commonly involves a preliminary meeting with representatives of the CNMYV to
discuss the CNMV’s initial comments with respect to the structure of the Spanish prospectus as
well as any additional information which the CNMV may tequest to be added to the Spanish
prospectus. This early review meeting is followed by additional discussions and the
submission by the offeror of revised documentation incorporating the changes to the Spanish
‘prospectus discussed with the CNMV. Documentation and discussions with the CNMYV remain
confidential throughout the entire review process until commencement of the offer,

Pursuant to the Spanish Takeover Regulations, the CNMV has 15 business days from
the announcement of the offer to review the Spanish prospectus and approve the offer, subject
to the CNMV’s ability to request additional information or clarification and, to such effect,
extend its review period. Spanish counsel has advised that, as is typical in large and complex
‘transactions, the CNMV has extended the period to review the Spanish prospectus and the
Spanish Offer and approve the Spanish Offer.

Spanish counsel has advised that the CNMYV typically has a high degree of involvement
in large and complex transactions, particularly in a sitnation in which an offer is made in two or
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more jurisdictions. We understand that the CNMV has undertaken a detailed review of the
Spanish prospectus. Spanish tourisel has advised that the CNMYV will focus on ensuring
equivalent disclosure with respect to each offer document and synchronization of the closing
mechanics (e.g., acceptance procedures, publication of results and payment of consideration) in
the U.S. Offer and the Spanish Offer. Thus, any revisions made to the prospectus relating to
the U.8. Offer included in Registration Statement (the “U.S. prospectus™) will be submitted to
the CNMYV for its review. Based on such review, the CNMV will determine what actions, if
any, Gas Natural should undertake in Spain to ensure the continued consistency of the
disclosure in the U.S. prospectus and the Spanish prospectus.

In addition, certain exchange offers, such as the Offers, are subject to review by Spanish
antitrust regulators. The offeror is required to notify the Spanish Competition Defence Service
(Servicio de Defensa de la Competencia) (the “SDC”) within five days of its submission of the
offer to the CNMV. Within one month of notification to the SDC, the Spanish Ministry of
Economy must decide whether to refer the transaction to the Spanish Competition Authority
(Tribunal de Defensa de la Competencia) (“TDC”) for a-second stage investigation. If the
transaction is referred to the TDC for a second stage investigation, the TDC has two months
from the date of such referral in which to issue a non-binding report. Once the Spanish
Ministry of Economy receives the TDC’s report, it will submit the report to the Spanish
Council of Ministers, which has a maximum period of one month in which to determine
whether it will oppose the transaction or whether it will subject the transaction to certain
conditions. If the Spanish Council of Ministers does not adopt a decision within one month of
its receipt of the TDC report or within one month from the date on which the initial two-month
period for the TDC review began, the transaction will bé deemed authorized.

The SDC has finalized its review of the proposed transaction, and on November 7,
2005, the Spanish Ministry of Economy referred the proposed transaction for review by the
TDC. On January 5, 2006, the TDC issued a non-bmdmg report with its conclusions with
respect to the effects of the Offers on competition in Spain. This non-binding report did not
‘recommend the Offers. The final decision of the Spanish antitrust authorities was rendéred by
the Spanish Council of Ministers on February 3, 2006. The Spanish Council of Ministers
approved Gas Natural’s acquisition of exclusive control of Endesa, subject fo various
conditions which include requirements for significant asset dlsposmens Gas Natural currently
expects that the CNMYV will approve the Spanish Offer on or about February 27, 2006.

3 Endesa has appealed the decision of the Spanish Council of Ministers to the Spanish Supreme Court, This

appeal is pending,
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Offers involving companies that engage in regulated activities in the energy industry,
such as the Offers, must also be approved by the National Energy Commission (Comision
Nacional de la Energia) (the “CNE”). On November 8, 2005, the CNE approved the proposed
transaction, subject to certain conditions relating to Gas Natural’s ongoing operations and '
investments and a requirement for Gas Natural to divest certain assets. Also, on December 30,
2005, the General Secretary of Energy, on behalf of the Spanish povernment, oommumcated in
writing to Gas Natural its firm intention to waive its “golden share” in Endesa.*

Once an offer has been cleared by the Spanish competition authorities, the CNE (if
applicable), the Spanish government (if applicable pursuant to the “golden share” regime) and
the CNMYV, the offeror must publish the terms of the offer in the Boletines de Cotizacién (the
“Listing Bulletins™) 6f the Spanish Stock Exchanges on which the target company’s shares are
listed, in the Spanish Mercantile Registry gazette and in two Spanish newspapers. Within 10
days of the communication of the CNMV’s.approval of the offer to the target, the directors of
the target company must prepare and publish a report advising the target company’s
shareholders whether to recommend or reject the offer.

Pursuant to the Spanish Takeover Regulations, an offer may remain open for
acceptances for a minimum period of one month and a maximum period of twe months.
However, pursuant to Spanish Takeover Regulations, in the event that a competing offer has
been filed with the CNMYV, the acceptance period for the first offer shall remain open and be
automatically extended until the expiration of the acoeptance period for such competing offer,
even if such extension weuld result in the acceptance period for the first offer being longer than
two months. Pursuant to Spanish Takeover Regulations, in the event that a competing offer
involves solely cash consideration, such competing offer must remain open for acceptances for
a peried of ene month, and in the event that a competing offer involves share consideration to
be issued by the competing offeror, such competing offer must remain open for acceptances for
a ininimum period of one month and shall, to the extent necessary, be extended for a further 15-
day period from the holding of the General Shareholders’ Meeting to approve the necessary
capital increase to issue such share consideration. In either case, pursuant to Spanish Takeover
Regulations, the first offer and the competing offer must expire on the same date.

Upon completion of the offers, the first offeror and the competing offeror, subject to

satisfaction or waiver of the conditions to the respective nffers, are required to purchase all
sharés validly tendered into their respective offers. Neither the first offeror nor the competing

* A number of previously stats-owned Spanish companies, incloding Endesa, have “golden shares” which

permit the Spanish government to limit the acquisition of shares above certain thresholds.
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offeror are permitted to choose to purchase less than 100% of the shares tendered into their
respective offers.

If a competing offer is announced, the competing offeror must apply to the CNMV for
authotization of such competing offer and make any other required regulatory filings. On
February 21, 2006, E.ON AG, a corpoeration organized under the laws of the Federal Republic
of Germany (“E.ON AG”), and E.ON Zwélfte Verwaltungs GmbH, a wholly-owned subsidiary
of EON AG (“E.ON 12” and, together with E.ON AG, “E.ON™), filed a Schedule TO with the
Commission and announced an all-cash tender offer to acquire 100% of the share capital of
Endesa (the “E.ON Offei™). Based on the relevant fact filed by E.ON 12 with the CNMV on
February 21, 2006, it appears that E.ON must take the following actions: (i) obtain approval of
the E.ON Offer by-the CNMV, (ii) notify the European Commission of the concentration
resulting from the E.ON Offet, (iii) notify the General Secretary of Energy with respect to the
“golden share” in Endesa held by the Spanish government and (iv) make such filings and take
such actions as are required under U.S. laws and Chilean laws. Spanish counsel has advised
that, at this time, it is unclear whether the E.ON Offer will require approval by the CNE.

As noted above, E.ON must apply to the CNMV for authorization of a competing offer
before it may commence the E.ON Offer. Pursuant to Spanish Takeover Regulations, the
CNMYV has 15 business days to review and approve a competing offer, subject to the CNMV’s
ability to request additional information or clarification and, to such effect, extend its review
period. Under Law 5/1995, of 23 March, on regulations governing disposal of public
sharcholdings in certain companies (Ley de régimen juridico de enajenacion de participaciones
publicas en determinadas empresas), the General Secretary of Energy, on behalf of the Spanish.
government, has one month to réviéw the application by E.ON for the Spanish government to
waive its “golden share” in Endesa, subject to the General Sectetary of Energy’s ability to
extend this period for an additional 15-day period. In addition, the General Secretary of
Energy’s review may be extended pending the issuance of any required report by the CNE
and/or the resolution of the concentration issues by the European Commission, However, it is
also possible that the General Secretary of Energy may decide not to open the review period
and waive, on behalf of the Spanish government, its “golden share.”

Since the E.ON Offer involves solely cash consideration, the E.ON Offer may only
remain open for acceptances for one month. Upon commencement of the E.ON Offer, the
‘acceptance period for Gas Natural’s Offers would be modified to end on the same date as the
expiration date of the E.ON Offer. Upon approval of the E.ON Offer, the CNMV would issue
a press release to be made available on its website announcing the approval of the E.ON Offer
and the automatic extension of the expiration date of Gas Natural’s Offers. In'this event, Gas
Natural would file with the Commission and disseminate a prospectus supplement disclosing
the modified expiration date of the UU.S. Offer.
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Following the commencement of an offer, the Spanish Takeover Regulations permit an
offeror to modify the terms of its offer at any time prior to the last seven business days of the
acceptance period, but only if such modification entails more favorable treatment for the target
shareholders (e.g., improvement of the offer consideration). Any modifications to an offer
nust be approved by the CNMV. However, in the event that a-competing offer has been
commenced, following commencement of the competing offer, the first offeror may elect, but
-isnot obligated, to withdraw its offer or improve the terms of its offer. Pursuant to Spanish
Takeover Regulations, the first offeror may withdraw its offer until seven business days prior to
the-expiration of the acceptance period. Alternatively, the first offeror may improve the terms
of its offer by submitting such proposed revised terms in a sealed envelope to the CNMV on
the fifth trading day following cominencement of the competing offer. Pursuant to Spanish
Takeover Regulations, the consideration offered pursuant to the improved termis of the first
offer proposed by the first offeror must be greater than the value of the consideration offered by
the competmg offeror, and the improved terms of the first offer may not include a higher
minimum tender condition than the competing offer. In addition, if the consideration being
offered by the offerors is not the same (e.g., cash consideration compared to share
consideration), the first offeror must submit an independent expert’s report evidencing that the
improved terms of the first offer include consideration that is greater than the value of the
consideration offered in the competing offer.

Following the commencement of the competing offer, the competing offeror may, but is
not ebhigated to, improve the terms of its offer by submitting such proposed improved terms in
a sealed.envelope to the CNMYV also on the fifth trading day following commencement of the
compéting offer. No later than the trading day following the submission of improved terms by
the first offeror and the competing offeror, as applicable, the CNMV will notify both offerors
and make a public announcement of the improved terms proposed by the offerors. Within two
trading days following the date of such announicement, each offeror is required to provide the
CNMYV. with evidence of a supplementary guarantee required to support any increase in the
cash portion of the consideration offered pursuant to such improved terms. Thereafter, the
CNMYV will notify each offeror of its approval of the improved terms of the offers, and the
applicable offeror(s) will be required to publish the improved terms in two Spamsh newspapers,
the Listing Bulletins and the Spanish Mercantile Registry Gazette. In the event that improved
terms of the Offers were approved by the CNMV, Gas Natural would file with the Commission
and disseminate a prospectus supplement deseribing the improved terms of the U.S. Offer on
the date that such improved terms are published in Spain. In addition, a supplement to the
Spanish prospectus would be made available in Spain on the date immediately following
publication of the improved terms.



SiMprpsoN THACHER & BARTLETT LIP

Brian V. Breheny, Bsq.

Christina E. Chalk, Esq.

Mauri L. Osheroff, Esq.

James A. Brigagliano, Esq. -11- March 2, 2006

The acceptance period for the competing offer and the first offer must extend at least
through the 15® calendar day following publication of the improved offer terms, even if such
period would result in the acceptanee period for the competing offer and the first offer being
longer than one month from the commencement of the competing offer. However, if the
consideration offered pursuant to the improved terms of the first offer or the competing offer
consists, in whole or in part, of securities of the applicable offeror, then the acceptance period
for both the first offer and the competing offer shall be extended a further 15 calendar day
period from the holding of the general shareholders’ meeting of such offeror at which the
necessary capital increase is approved.

The Spanish Takeover Regulations do not generally provide for withdrawal rights.
However, an acceptance may be revoked in the event that prior to (but not on or after)
expiration of an offer (i) a competing offer is approved, (i) the offeror changes the terms of its
offer with the prior approval of the CNMV following the delivery of such acceptance or (iii)
the offeror waives a condition of the offer which requires the passing of a resolution by the
shareholders of the target company. Under Spanish Takeover Regulations, in the event that a
competing offer has been commenced, any acceptances of the fifst offer made prior to the
commencement of such competing offer may be revoked at any time until the expiratien of the
offers. In the event that the first offeror and/or the competing offeror submits improved terms
to the CNMV, any acceptances of the first offer or the competing offer made prior to the
publication of any improved terms of the first offer and/or the competing offer may be revoked
at any time until the expiration of the offers. However, no withdrawals of any shares tendered
after the publication of the improved terms of the first offér and/or the competing offer are-
permitted under Spanish law,

Spanish depositaries are held responsible for the delivery of shares tendered into an
offer on behalf of their clients and, thus, eould be held liable for any transfer of shares which
have been tendered into an offer, unless and until such tendered shares are either accepted for
payment and paid by the bidder, the offer is withdrawn and such tendered shares are refurned to
the tendering sharcholders, or acceptances are revoked in the permissible circumstances
described in the foregoing paragraph and such tendered shares are retumed to the tendering
shareholders.

Following the expiration of an offer, all Spanish depositaries holding target company
shares report the number of tendered shares to the exchange agent and the Governing Boards of
the Madrid, Barcelona, Bilbac and Valencia Stock Exchanges (Sociedades Rectoras de Bolsas
de Valorés deg Madrid, Barcelona, Bilbao y Valencia, or the “Govemning Boards™). With
respect to book-entry shares, the Spanish depositaries must irrevocably tender, with an
irrevocable order to transfer, the target company shares to the Spanish exchange agent by
submitting electronic files with data corresponding to the tendered shares to be included in thé
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centralized counting and reporting system in Spain. Typically, the Governing Boards of the
Spanish Stock Exchanges then report these results to the CNMYV within five business days after
the expiration of the offer period. Under Spanish Takeover Regulations applicable to exchange
offers, the offeror is permitted to adjust certain aspects of the settlement procedures, subject to
approval of the CNMV. In order to streamline the process for determining the results of the
Offers, the Spanish prospectus contemplates that (i) Spanish depositaries will report the number
of tendered Endesa Shares to the Spanish exchange agent only and (i) the Spanish exchange
agent, rather than the Governing Boards of the Spanish Stock Exchanges, will report the results
of the Offers directly to the CNMV. The CNMYV is responsible for determining the total
number of target company shares tendered into the offer and announcing whether the
conditions to the offer have been fulfilled as of the time of the expiration of the offer period.

The CNMY is required to report its determination to the Governing Boards of the
Spanish Stock Exchanges within three business days after receiving their reports and announce
the definitivé results of the offer. Typically, the CNMV provides such déetermination ‘and
‘makes such announcement within ene business day of receiving the reports of the Governing.
Boards of the Spanish Stock Exchanges or the exchange agent, as the case may be. The
Governing Boards of the Spanish Stock Exchanges must then publish, within one business day
after receiving the CNMV’s determination, the definitive results of the offer in their respective:
Listing Bulletins, Following the announcement of the definitive results of an offer, Iberclear,”
the institution which manages the Spanish clearance and settlement system of the Spanish
Stock Exchanges and maintains the central share registry for all listed companies in Spain
(“Iberclear”), will block all target company shares tendered in the offer and issue a blocking.
certificate to the bidder which certifies that the tendéred shares have been blocked pending
settlement of the offer by the bidder.

Under Spanish Takeover Regulations; in the event that the minimum tender condition in
an offer is not satisfied, the bidder must determine whether to waive such condition or
withdraw the offer during the course of the settlement phase following expiration of the offer.
Pursuant to Spanish practice, such determination of whether to waive or withdraw is made
within five business days after the expiration of the offer. Pursuant to Spanish practice, in the
event that the minimum tender condition is not satisfied, the CNMV will confidentially inform
the bidder of the total number of shares which have been tendered in the offer and, based on
this report, the bidder will confidentially inform the CNMY whether it will waive the minimum
tender condition or withdraw the offer. These confidential discussions between the bidder and
the CNMYV occur after expiration of the offer period and prior to the announcement of the

®  Iberclear is the commercial name for Sociedad de Gestion de los Sistemas de Registro, Compensacién y

Liguidacién de Valores, S.A.
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results of the offer by the CNMV. Thus, at the time that the CNMYV announces the definitive
results of the offer, it also announces whether all conditiotis to the offer have been satisfied and,
if applicable, whether the bidder has waived the minimum tender condition or elected to
withdraw the offer.

Description of the Offers

Financial Terms of the Offers

Pursuant to the proposed terms of the Offers, Gas Natural is offering to exchange:

. for each Endesa Ordinary Share validly tendered and not withdrawn, €7.34 in
cash plus 0.569 newly issued Gas Natural Ordinary Shares or, solely in the U.S.
Offer, Gas Natural ADSs; and

. for each Endesa ADSs validly tendered and not withdrawn, €7.34 in cash plus
0.569 newly issued Gas Natural Ordinary Shares or,; solely in the U.S. Offer;.
Gas Natural ADSs.

Holders'who tender Endesa ADSs in the U.S, Offer and U.S. holders who tender Endesa
Ordinary Shares in the U.S. Offer will receive the U.S. dollar equivalent, net of expenses, of the
cash consideration payable in respect of such tendered Endesa ADSs or Endesa Ordinary
Shares, as the case may be. The only expenses that will be deducted from the cash
consideration to be paid in the U.S. Offer consist of the charges that will be incurred by the
U.S. exchange agent in converting such cash consideration from euros to U.S. dollars. Holders
who tender Endesa Ordinary Shares in the Spanish Offer will receive the cash consideration
payable in respect of such tendered Endesa Ordinary Shares in euros.

Ne fractional Gas Natural Ordinary Shares or fractional Gas Natural ADSs will be
issued in connection with the Offers. In lieu of any fractional Gas Natural Ordinary Share that
a tendeting holder of Endesa Shares would have otherwise been entitled to receive in the U.S.
Offer, such tendering holder will réceive an amount in cash equal to the product of that fraction
and the average sale price per Gas Natural Ordinary Share, net of expenses, realized on the
Automated Quotation System in Spain in the sale by the U.S. exchange agent of all the
aggregated fractional Gas Natural Ordinary Shares that would have otherwise been issued. In
liey of any fractional Gas Natural ADS that a tendering holder of Endesa Shares would have
otherwise been entitled to receive in the U.S. Offer, such tendering holder will receive an
amount in U.S. dollars equal to the product of that fraction and the average sale price per Gas
Natural ADS, net of expenses, realized on the New York Stock Exchange in the sale by the
U.S. exchange agent of all the aggregated fractional Gas Natural ADSs that would have
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otherwise been issued. The sale of the aggregated fractional Gas Natural ADSs on the New
York Stock Exchange will occur within approximately 20 trading days following the expiration
of the Offers.

Similatly, if a holder of Endesa Ordinary Shares tenders an “odd lot” of Endesa _
Ordinary Shares in the Spanish Offer that would otherwise result in the issuance of a fractional
Gas Natural Share, such holder will receive a cash payment in lieu of such odd lot of Endesa
Ordinary Shares. In accordance with customary practice in Spain, Gas Natural has appointed
an odd lot agent to purchase, for cash, all odd lots of Endesa Ordinary Shares tendered in the
Spanish Offer. The odd lot agent will acquire such odd lots of Endesa Ordinary Shares for an
amount in euros equal to the sum of (i) the.odd lot multiplied by €7.34 (the cash consideration
per Endesa Share) plus (ii) the odd lot multiplied by 0.569 (the number of Gas Natural
Ordinary Shares issuable in exchange for every one Endesa Share) and then multiplied by X,
with “X” being the arithmetical mean of the opening prices of the Gas Natural Ordinary Shares
on (x) the date the résults of the Offers are published, (y) the date immediately before such date
and (z) the date immediately following such date. The purchase by the 0dd lot agent of all of
the odd lots of Endesa Ordinary Shares tendered in the Spanish Offer will occur within
approximately 20 trading days following the expiration of the Offers.

Proposed Transaction Structure

Gas Natural proposes to structure the Offers as follows:

l. On September 5, 2005 (the *Announcement Date”), afier the closing of the.
markets in Spain, Gas Natural issued, among other notifications, a press release announcing its
intention to make the Offers (the “Announcement™)-and filed a relevant fact with the CNMV
informing of the filing of the Spanish prospectus and request for authorization in respect of the
Spanish Offer (the “Relevant Fact™), each of which described the proposed material terms
thereof. Each of these documents was filed with the Commission on September 6, 2005 (ag‘a
result of the Labor Day holiday on September 5, 2005) pursuant to Rule 425 promulgated under
the Securities Act of 1933, as amended (the “Securities Act”). The Offers will have the
following characteristics:

. The U.8. Offer will be an offer by Gas Natural to exchange Gas Natural ADSs
(or Gas Natural Ordinary Shares) and cash (in U.S. dollars) for any and all
Endesa ADSs and to exchange Gas Natural Ordinary Shares (or Gas Natural
ADSs) and cash (in U.S, dollars) for any and all Endesa Ordinary Shares
tendered by U.S. holders. Endesa ADSs may only be tendered in the U.S. Offer.
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. The Spanish Offer will be an offer by Gas Natural to exchange Gas Natural
Ordinary Shares and cash (in euros) for any and all Endesa Ordinary Shares held
by any persons, regardless of jurisdiction. As noted above, we have been
advised by Spanish counse] that, pursuant to the Spanish Takeover Regulations,
Gas Natural is required to make the Spanish Offer open to all holders of Endesa
Ordinary Shares, including any U.S. holders of Endesa Ordinary Shares.
Therefore, U.S. holders of Endesa Ordinary Shares will be legally permitted to
participate in either the U.S. Offer or the Spanish Offer (but not both Offers with
respect to the same Endesa Ordinary Shares).

. Gas Natural will offer to tendering holders of Endesa Shares the same number of
Gas Natural Ordinary Shares (or; solely in the U.S. Offer, Gas Natural ADSs)
and the same amount of cash per Endesa Ordinary Share tendered in either the
1.S. Offer or the Spanish Offer, except that the cash consideration in the
Spanish Offer will be paid in euros, and will otherwise assure that holders are
treated equally. In addition, the other material terms and conditions of the U.S.
Offer and the Spanish offer will be the same in all material respects, except as
described herein.

. Holders of Endesa Ordinary Shares or Endesa ADSs tendering in the U.S. Offer
will have the withdrawal rights required under United States law, subject to the
granting of the exemptive relief sought in this letter. Holders of Endesa
Ordinary Shares tendering in the Spanish Offer will not have any withdrawal
rights, except in the event that a competing offer is approved by the CNMV, the
CNMV approves changes to the térms of the Offers or the offeror waives a
condition relating to the passing of a resolution by the Endesa sharcholders.

. Both the Spanish Offer and the U.S. Offer will have the same offer period,
which, in any event, would not be less than 20 business days. Although the
offer periods for the U.S. Offer and the Spanish Offer will 1mt1a11y be the same,
it is possible that the offer period for the Spanish Offer may expire prior to the
expiration of the offer period for the U.S. Offer due to requirements of
applicable law.b

Under Spanish law, the maximum acceptance period that Gas Natural may propose is two months, subject to
ceriain exceptions. Under U.S. law, in the event that Gas Natural makes certain changes to the terms of the.
U.8. Offer, Gas Natural may be. reqmred to.distribute additional offering materials and extend the offer period
for the U.S. Offer beyond the expiration of the offer period for the Spanish Offer,
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o2 On and after the Announcement Date, Gas Natural filed confidentially with the
CNMYV and other appropriate Spanish regulatory authorities the documents required by Spanish
law and a Spanish prospectus relating to the Spanish Offer. In addition, as noted above, Gas
Natural filed with the Commission the press release with respect to the Announcément and the
Relevant Fact as well as certain other publiec communications made with respect to the Offers
under Rule 425 promulgated under the Securities Act.

3. On December 2, 2005, Gas Natural submitted the draft Registration Statement
for confidential review by the Staff. In response to the Staff’s comments, on January 17, 2006,
Gas Natural submitted a revised draft of the Registration Statement for confidential review by
the Staff. Thereafter, in response to additional comments from the Staff, on February 13, 2006,
Gas Natural submitted a third draft of the Registration Statement for confidential review by the
Staff,

4, The Spanish Offer may not be commenced until the CNMYV has reviewed the
Spanish prospectus and approved the Spanish Offer. In addition to the CNMYV approval, the
‘Spanish Offer may not be commenced until the Spanish antitrust authorities, the Spanish
government and the CNE approve the proposed transaction. On November 8, 2005, the CNE
approved the proposed transaction, subject to certain conditions relating to Gas Natural’s
ongoing opérations and investments atid ‘a requirement for Gas Natural to dispose of certain
assets in connection with the transaction. On February 3, 2006, the Spanish Council of
Ministers approved Gas Natural’s acquisition of exclusive control of Endesa subject to various
conditions which include requirements for significant asset dispositions, which decision is
subject to a pending appeal by Endesa. Gas Natural currently expects that the CNMV will
approve the Spanish Offer on February 16, 2006.

5. After Gas Natural has obtained the approval of the CNMV, Gas Natural is
required to cause the Spanish Offer to be commenced in accordance with Spanish law and,
assuming the Commission has declared the effectiveness of the Registration Statemenit, will
cause the U.S. Offer to be commenced in accordance with United States law and will file with
the Commission a Schedule TO relating to the U.S. Offer, in each case, on the same date (the
“Commencement Date”).

6. Promptly after the Commencement Date, Gas Natural will disseminate the U.S.
prospectus in accordance with United States law and will make available the offering
documents relating to the Spanish Offer outside the United States in accordance with Spanish
law. The Spanish prospectus and the annexes thereto will be publicly available only in
Spanish. The Spanish prospectus (excluding annexes) will be publicly available on the
websites of Gas Natural, Endesa and the CNMYV, and free copies of the Spanish prospectus
(including annexes) will be publicly available at the registered addresses of the Spanish Stock
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‘Exchange authorities, the Spanish exchange agent in the Spanish Offer, Gas Natural, Endesa
and the CNMV. The Spanish prospectus will not be publicly availablein English and will not
be mailed into the United States or otherwise disseminated in the United States by or on behalf
of Gas Natural, except that, in order to comply with Spanish law, Gas Natural is required to
send the Spanish prospectus to each stock exchange on which Endesa Shares are listed,
including the New York Stock Exchange,

7. Holders of certificated Endesa ADSs miay tender their Endesa ADSs into the
U.8. Offer by delivering such Endesa ADSs to the ULS. exchange agent, together with a validly
completed letter of transmittal. Holders of Endesa ADSs in book-entry form may tender their
Endesa ADSs into the U.S. Offer by instructing their broker or ottier finaneial intermediary
through which their Endesa ADSs are held to make book-entry delivery of such Endesa ADSs
into an account maintained by the U.S, exchange agent with The Depositary Trust Company:.
U.8. holders of Endesa Ordinary Shares (all of which are uncertificated) must complete and
send the U.S. form of aceeptance to the U.S. exchange agent and instruct the custodian in
whose name such Endesa Ordinary Shares are registered to deliver such Endesa Ordinary
Shares to an account maintained by the U.S, exchange agent with its custodian bank in Spain
(the “Custodian™).

8. In the event that E.ON commences the E.ON Offer (or any other competing
offer is commenced following the commencement of the Offers by Gas Natural), the expiration
date of the Offers would be modified to be the same date as the expiration of the E.ON Offer or
other competing offer. Gas Natural would file with the Commission and disseminate a
prospectus-supplement disclosing the modified expiration date of the U.S. Offer. In the event
that Gas Natural decides to improve the terms of the Offers following the commencement of
the E.ON Offer or another competing offer, Gas Natural would submit its proposed improved
terms in a sealed envelope to the CNMV on the fifth trading day following commencement of
such other offer. Upon approval of such improved terms by the CNMV, Gas Natura! would file
with the Commission and disseminate a prospectus supplement describing the improved terms
of the U.S. Offer on the date that such improved terms are published in Spain. In the event that
Gas Natural decides to withdraw the Offers following the commencement of the E.ON Offer or
another competing offer, Gas Natural would inform the CNMYV in writing and issue a press
release announcing the withdrawal of the Offers, file such press release with the Commission
and take all other steps required under applicable U.S. and Spanish laws to withdraw the
Offers.

9. Upon the expiration of the Offers, the Custodian will report to the Spanish
exchange agent the number of Endesa Ordinary Shares tendered into the U.S, Offer and held in
the U.8. exchange agent’s account with the Custodian, and the U.S. exchange agent will report
to the Spanish exchange agent the number 6 Endesa ADSs tendered into the U.S. Offer. In
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addition, following expiration of the Offers, the U.S. exchange agent will request the depositary
bank holding the Endesa Ordinary Shares underlying the tendéred Endesa ADSs (the
“Depositary”) to cancel all tendered Endesa ADSs and deliver Endesa Ordinary Shares
underlying such canceled Endesa ADSs to the account maintained by the U.S. exchange agent
with the Custodian. As noted above, the Spanish prospectus contemplates that the Spanish
exchange agent, rather the Spanish Stock Exchanges, will be responsible for receiving and
aggregating all reports of tendered Endesa Shares (including those tendeted in the U.S. Offer).

10.  Following the expiration of the Offers, the various Spanish depositaries
(including the Custodian) holding Endesa Ordinary Shares will report the number of tendered
Endesa Ordinary Shares:to the Spanish exchange agent and will irrevocably tender, with an
irrevocable order to transfer, such tendered Endesa Ordinary Shares to the Spanish exchange
agent to be included in the centralized counting and reporting system in Spain, Within five
business days of the expiration date of the Offers, the Spanish exchange agent must report the
total numbers of Endesa Shares tendered in the Offers to the CNMV. The Spanish exchange
agent will confidentidlly inform the CNMV and Gas Natural of the total number of tendered
Endesa Shares, and, if the Minimumn Tender Condition has not been satisfied, Gas Nahiral will
confirm in writing to the CNMV whether it will waive the Minimum Tender Condition or
withdraw the Offers.

11.  Following confirmation by Gas Natural with respect to the Minimum Tender
Condition, if applicable, and, in any event, within three business days after receipt of the report
from the Spanish exchange agent, the CNMV will communicate the definitive results of the
Offers to the Governing Boards of the Spanish Stock Exchanges and announce such definitive
results as well as, if applicable, any waiver of the Minimum Tender Condition by Gas Natural
or an election by Gas Natural to withdraw the Offers. Gas Natural s bound by the definitive
results announced by the CNMV. Within one business day thereafter, the Governing Boards of
the Spanish Stock Exchanges will publish the definitive results of the Offers in their respective
Listing Bulletins.

12.  Following the announicement by the CNMYV, Iberclear will block all Endesa
Shares tendered in the Offers and issue a blocking certificate to Gas Natural which certifies that
the tendered Endesa Shares have been blocked pending settlement of the Offers.

13.  Settlement in respect of the Spanish Offer and the U.S. Offer will occur as soon
-as practicable and, in any event, within approximately 15 business days following expiration of
the Offers. Although we intend to make the settlement dates for the U.S. Offer and the Spanish
Offer the same, in the event that the offer period for the U.S. Offer is extended beyond the
expiration of the offer period for the Spanish Offer due to requirements of applicable law, as
described above, settlement of the U.S. Offer may occur afier setflement of the Spanish Offer.
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~ Except to the extent of any exemptive relief granted pursuant to this letter, the U.S.
Offer is structured so as to comply with all provisions of the Exchange Act and the Securities
Act and the rules and regulations promulgated thereunder, and the Spanish Offer will be
conducted pursuant to and in accordance with all applicable Spanish laws and regulations.

Discussion
Rule 14d-10(a)(1) Issues

In October 1999, the Commission adopted certain exemptive rules for cross-border
offerings, including exchange offers, relating to the securities of foreign companies. The
promulgating release (Release Nos. 33-7759, 34-42054, International Series Release No. 1208)
(the “Cross Border Release™) indicates that the purpose of granting exemptions to Rule 14d-10
is to facilitate U.S. investor participation in these types of transactions. Rule 14d-10(a)(1)
providés that no person may make a tender offer unless the offer is open to all security holders
of the class of securities subject to the tender offer. Rule 14d-1(d)(2)(ii) provides exemptive
relief from this provision and allows a bidder that qualifies for Tier I Relief to separate its
offer into two offers: one made only to U.S. holders and another offer made only to non-U.S.
holders. Tt is a condition of this relief that the offer to U.S. holders must be made on the terms
at least as favorable as those offered to any other holder of the same ¢lass of securities that it is
the subject of the tender offer. The U.S. Offer is being made on terms at least as favorable as
‘the terms on which the Spanish Offer is being made.

A literal application of Rule 14d-1(d)(2)(ii} would not exempt the dual offer structure
described in this letter. As rioted above, the U.S. Offer is being made to all holders of Endesa
ADSs, wherever located, not only U.S. holders of Endesa ADSs, and the Spanish Offer is being
made to all holders of Endesa Ordinary Shares, including U.S. holders of Endesa Ordinary
Shares. In addition, there are several potential points of conflict between the exchange offer
‘rules and practices in the United States and Spain. We have been advised by Spanish counsel
that an exchange offer for equity securities of a Spanish company registered with the CNMV
must comply with certain disclosure, dissemination, timing and other conditions that differ in
‘'some respects from U.S. rules and regulations. For example, (i) the CNMV must approve the
terms of the exchange offer prior to its commencement, (ii) the exchange offer may not
commence until after the apphcable antitrust and other regulatory approvals with respect to the
transaction have been obtained,” (iii) the offering documents, although substantially similar to
those required under U.8. law, are presented in a format that differs from Form F-4 and

7 ‘Spanish counsel has advised that, in certain cases, an exchange offer in Spain may be commenced without-

prior approval of Spanish antitrust authorities if a derogation is granted by the Spanish Ministry of Econgmy
when referring the transaction to the TDC. No such derogation has been granted with respeet to the Offers.
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Schedule TO and are required to be so presented in Spanish, (iv) the offering period in Spain is
tequired to be at least one month and may not extend longer than two months, (v) the exchange
offer must be made to all holders of a particular class of securities (including U.S. holders), and
(vi) withdrawal rights are not generally provided to tendering holders, other than in the Timited
circumstances described herein. Gas Natural believes that the best method for reconciling these
potential conflicts is a dual offer structure on the terms described herein.

The Commission has granted exemptive relief to permit dual offer structures jn a
number of prior erders. In the Matter of Amersham International PLC, Exchange Act Release
No. 34-38797 (July 1, 1997), the Commission concluded that, in view of the existence of
conflicting regulatory schetnes and tender offer practices and the fact that United States holders
-and non-United States holders would be permitted to participate in tender offers on an equal
basis, it was appropriate to allow a tender offfer to be structured as two concurrent offers — one
in the United States and one in the foreign jurisdiction. Based on this conclusion, the
Commission granted an exeniption from Rule 14d-10 and acknowledged that dual offers could
be conducted without having the foreign offer subject to Section 14(d) of the Exchange Act and
the rules thereunder.

The Commission has granted similar relief in connection with cross border tender offers
for the securities of foreign companies in which the laws of organization of the subject
¢company prohibited the bidder from excluding U.S. holders in the offer made in the local
jurisdiction. See, e.g., In the Matter of Banco Bilbao Vizcaya Argentaria, S.A. Jor Series B
Shares and American Depositary Shares of Grupo Financiero BBVA Bancomer, S.A. de C.V.,
Exchange Act File No. TP 04-26 (February 2, 2004); In the Matter of Tender Offer by Fi intecii
Mobile Inc. for Grupo Iusacell, S.A. de C.V., Exchange Aet File No. TP 03-105 (July 23, 2003)
(Mexico); In the Matter of Tender Offer by Movil Access, S.A. de C.V. for Grupo Iusacell, S A.
de C.¥., Exchange Act File No. TP 03-93 (June 24, 2003) (Mexico); In the Matter of The Pepsi
Boitling Group, Inc., Bottling Group LLC and PBG Grupo Embotellador Hispano-Mexicano
S.L.’s Tender Offers for Shares, CPOs and GDSs of Pepsi-Gemex, S.A. de-C.V.; Exchange Act
File No. 02-93 (October 14, 2002) (Mexico); In the Matter of Southern Cross' Partial Offer for
Shaves and ADSs of Telex-Chile S.A., Exchange Act File No, TP 02-30 (March 5, 2002)
(Chile), In the Matter of The AES Corporation Tender Offer for Shares and ADSs of Compariia
Anénima Nacional Teléfonos de Venezuela (CANTV), Exchange Act File No. TP 61-239
(October 22, 2001) (Venezuela); In the Matter of Ivax Corp.’s Second Step Tender Offer for All
Shares and ADSs of Laboratorie Chile S.A., Exchange Act File No. TP 01-215 (August 3,
2001) (Chile); In the Matter of Fvax Corp.’s Tender Offer for Shares and ADSs of Laboratorio
Chile S.A., Exchange Act File No. TP 01-136 (June 5, 2001) (Chile); In the Matter of Exchange.
Qffers by Telefonica S.A. for Telecomunicacées de Séo Paulo S.A., Tele Sudeste Celidar
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Participacdes S.4., Telefénica de Argentina S.A. and Telefénica.del Peri, S.A.A., Exchange
Act File No. TP 00-33 (June 5, 2000) (Brazil and Peru).

In particular; we wish to draw the Staff’s attention to the exemptive relief under Rule
14d-10 granted by the Commission with respect to a dual exchange offer made in the United
States and Peru. See Jn the Matter of Exchange Offers by Telefonica S-A. for
Telecomunicagbes de Sdo Paulo S.A., Tele Sudeste Celular Participacdes S.A., Telefonica de
Argentina S.A. and Telefonica del Peru, S.AA., supra. The Telefénica case arose in an almost
identical context to the Offers described in this letter because Peruvian law, like Spanish law;
did not permit the bidder to exclude U.S. holders from the Peruvian offer and did not generally
allow for the withdrawal of tendered securities, Similarly, under the Spanish Takeover
Regulations, Gas Natural is not permitted to exclude U.S. holders of Endesa Ordinary Shares
from the Spanish Offer and a holder of Endesa Ordinary Shares tendéring into the Spanish
Offer will not generally be entitled to withdrawal rights unless (i) a competing offer is
approved by the CNMV, (ii) Gas Natural changes the térms of the Spanish Offer (with the prior
approval of the CNMV) following delivery of an acceptance by such holder ot (iii) Gas Natural
waives a condition of the Spanish Offer which requires the passing of a resolution by the
Endesa shareholders. Spanish counsel has advised us that Spanish takeover regulations require
that any change to the terms of the Offers following commencement thereof must entail “more
favorable treatment” to the holders of Endesa Shares (e. g., improving the offer consideration or
removing conditions to the completion of the offer). Spanish counsel has further advised us
that it is not possible for Gas Natural to introduce changes to the Spanish Offer following
commencement thereof that are adverse to the holders of Endesa Ordinary Shares.

The prospectus relating to the U.S. offer in Telefonica made clear that, if a holder
tendered into the Peruvian offer, withdrawal rights would not be available to such holder,
except in the event of a competing offer. The Peruvian offering documents were not mailed
into the United States or otherwise disseminated in the United States. Gas Natural will include
explicit disclosure in the U.S. prospectus that makes clear that withdrawal rights will not be
available to any U.S. holdér of Endesa Ordinary Shares who tenders into the Spanish Offer,
except under the limited circumstances described herein.

In addition, as noted above, Gas Natural will not take any steps to encourage U.S.
holders of Endesa Ordinary Shares to tender into the Spanish Offer instead of the U.S. Offer.
Other than the disclosure necessary to explain the fact that a separate Spanish Offer is being
‘made and that a U.S. holder tendering Endésa Ordinary Shares into the Spanish Offer will not
'be entitled to withdrawal rights in accordance with U.S. law, the U.S. prospectus will not
discuss the Spanish Offer or provide information to U.S. holders as to the procedures for
tendering Endesa Ordinary Shares into the Spanish Offer. The Spanish prospectus will not be
made publicly available in English and will not be mailed into the United States or otherwise
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disseminated in the United States by or on behalf of Gas Natural, except for the distribution of
the Spanish prospectus (in Spanish} to be provided to the New York Stock Exchange, as noted
above.

We believe that the proposed dual offer structure is analogous to the Peruvian offer in
respect of which the Commission granted exemptive relief under Rule 14d-10 in the Telefonica
case. Both cases present conflicting regulatory schemes and practices in which U.S. persons
could not be excluded from the local offer and withdrawal rights were not genérally available
in such lIocal offer, and in both cases, all holders of the subject company’s securities were being
offered the same material terms. Any holders of Endesa ADSs and all U.S. holders of Endesa
Ordinary Shares tendering into the U.S. Offer will be entitled to withdrawal rights required
pursuant to the Exchange Act, subject to the granting of the exemptive relief sought in this
letter, and the U.S. prospectus will include explicit disclosure that any persons tendering
Endesa Ordinary Shares into the Spanish Offer will not be entitled to withdrawal rights, except
in the limited circumstances described herein. Accordingly, on behalf of Gas Natural, we
respectfully request exemptive relief from the provisions of Rule 14d-10(a)(1) to permit the
‘Offfers to be conducted according to the dual offer structure described in this letter.

Rule 14¢-5 Issues

Rule 14¢-5, among other things, prohibits a person making an exchange offer for any
equity securities from, directly or indirectly, purchasing or making any-arrangement to
purchase such security or any security which is immediately convertible into or exchangeable
for such security, except pursuant to such exchange offer. This prohibition continues from the
time of the public anmouncement of the offer until the expiration of the offer period, including
any extensions thereof. There is an express exception for purchases or arrangements to
purchase if a cross-border exchange offer qualifies for Tier I Relief under Rule 14d-1(¢) and
certain other conditions have been met, but there is no such exemption for cross-border
exchange offers that qualify for Tier I Relief under Rule 14d-1(d). However, pursuant to Rule
14d-5(d), upon written application or upon its own motion, the Staff may grant an exemption
from the provisions of Rule 14e-5.
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A literal application of Ruile 14e-5 could be interpreted to prohibit purchases of Endesa
Shares pursuant to the Spanish Offer after the announcement of the U.S. Offer.”
Notwithstanding that a dual offer structure is expressly contemplated and permitted under the
Tier II Relief provided by Rule-14d-1(d), we understand that it may be the Commission’s
position that an individual exemption from Rule 14¢-5 may'still be necessary for a dual offer
structure. See, e.g., Manual of Publicly Available Telephone Interpretations, Third
Supplement, Regulation M-A, Rule 14¢-5, Question. 3 (SEC Division of Corporation Finance,
July 2001).

We believe that the exemptive relief requested in this letter is, in large measure,
contemplated by or consistent with the exemptive relief granted in connection with other
exchange offers similarly structured. See, e.g;, In the Matter of Banco Bilbao Vizcaya
Argentaria, 8.A. for Series B Shares and American Depositary Shares of Grupo Financiero
BBVA Bancomer, 5.A. de C.V., supra; In the Matter of Tender Offer by Fintech Mobile Inc: for
Griipo Fusacell, S.A. de C. V., supra; In the Matter of Tender Offer by Movil Access, S5.4. de
C.V. for Grupo lusacell, S.4. de C.V., supra; In the Matter of The Pepsi Bottling Group, Inc.,
Bottling Group LLC and PBG Grupo Embotellador Hispano-Mexicano S.L.’s Tender Offers for
Shares, CPOs and GDSs of Pepsi-Gemex, S.A. de C.V., supra; In the Matter of Southern Cross'
Partial Offer for Shares and ADSs of Telex-Chile S.A., supra; In the Matter of The AES
Corporation Teénder Offer for Shares and ADSs of Compafiia Andnima Nacional Teléfonos de
Venezuela (CANTV), supra; In the Matter of Ivax Corp.'s Second Step Tender Oﬂ'er Jor All
Shares and ADSs of Laboraiorio Chile S.A., supra; In the Matter of Ivax Corp. 's Tender Offer
Shares and ADSs of Laboratorio Chile 5.4., supra; Inithe Matter of Exchange Offers by
Telefonica S.A. for Telecomunicacées de Sdo Paulo S.A., Tele Sudeste Celular ParticipacGes
S.4., Telefonica de Argentina S.A. and T elefomca del Perti, S.A.A., supra.

Holders of Endesa ADSs and U.S. holders of Endesa Ordinary Shares will be entitled to
participate in the U.S. Offer on economic terms. as favorable as those offered to holders of
Endesa Ordinary Shares in the Spanish Offer, Further, Gas Natyral has taken steps to ensuze
that (i) the procedural terms of'the Offers will be as equivalent as practicably possible, given
local law and practice considerations, and (ii) the consideration in the Offers will be the same

Although there are; in our view, serious doubts as to whether the jurisdictional predicate for the application of
the Exchange Act— namely, that there be a purchase-of'a security “by the use of any means of instrumentality
of interstate commerce; or of the mails, or'of any other fagility of any national securities exchiange” — would
be satisfied if a foreigm issuer such as Gas Natural made purchases of Endesa securities outside the United
States, we nonetheless apply, on behalf of Gas Natural, for exemptive relief for such purchases from the
provisions of Rule 14e-5 pursuant to Rule 14¢-5(d), 2s set foith in this letter. We emphiasize that this letter
does not reflect an admission that Rule 14e-5 would apply 16 purchases of Endesa securities outside the
United States in the absence of such exemptive relief.
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(except that no Gas Natural ADSs will be offered in the Spanish Offer and holders of Endesa
Ordinary Shares will be paid the cash consideration in euros in the Spanish Offer). In addition,
Spanish counsel has advised that, pursuant to the Spanish Takeover Regulations, Gas Natural is
‘prevented from making any market or private purchases of Endesa Shares between the
announcement of the Spanish Offer and the announcement of the results thereof by the CNMV.

We note in this context that granting the relief requested would be a factor facilitating
cross-border offers because it would encourage bidders for non-U.S. companies to extend
offers to U.S. persons. Because the propesed dual offer structure involves purchases pursuant
to the non-U.S; exchange offer, it does not present the same risks as would open market or
private purchases, and the policies forming the basis for Rule 14¢-5 would not be violated if the
exemption requested is granted. Gas Natural’s intention to make purchases pursuant to the
Spanish Offer will be fully disclosed in the U.S. prospectus to be delivered to U.S. holders of
Endesa Ordinary Shares and all holders of Endesa ADSs, and that holders who tender into the
U.S. Offer will be entitled to receive the same consideration paid pér Endesa Share as will be
paid pursuant to purchases under the Spanigh Offer (except that holders who tender into the
U.S. Offer will be paid the cash consideration in U.S. dollars).

Section 14(d)}5) Issues

Section 14(d)(5) of the Exchange Act provides, among other things, that securities
tendered in a tender offer may be withdrawn at it any time dfter 60 days from the date of the
original tender offer. Itis possible that the 60™ day from commencement of the Offers may
occur on or after the expiration date of the Offers but prior to the date on which the definitive
results of the Offers are announced by the CNMV and Gas Natural arranges to make payment
for tendered Endesa Shares in accordance with Spanish law and practice. Under Spanish law, it
is not possible to withdraw acceptances from an offer under any circumstances following
‘expiration of an offer. Asnoted above, Spanish depositaries are held responsible for the.
delivery of shares tendered into an offer on behalf of their clients and, thus, could be held liable
for any transfer of shares which have been tendered into an offer, unless and until such
tendered shares are either accepted for payment and paid by the bidder or the offer is
withdrawn and such tendered shares are returned to the tendering shareholders. Thus, the
withdrawal rights provided by Section 14(d)(5) will, as of the expiration of the Offers,
constitute a-direct conflict with the inability to withdraw tendered Endesa Shares after the
expiration of the Offers pursuant to Spanish law and practice.

Moreover, following the announcement of the definifive results of the Offers by the
CNMYV, Iberclear will block all Endesa Ordinary Shares tendered into the Offers to ensure that
such Endesa Ordinary Shares are effectively transferred to Gas Natural uvpon completion of the
Offers. Accordingly, we are requesting exemptive relief from the provisions of Section
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14(d)(5) of the Exchange Act insofar as that section would permit holders of Endesa Shares:
who tendered into the U.S. Offer to withdraw their Endesa Shares at any time which is both (a)
after 60 days from the commencement of the U.S. Offer and (b) during the period following the
expiration date of the Offers until the CNMV determines and announces the definitive fesults
of the Offers and arrangements are made for payment in accordance with Spanish law and
practice.

We believe that the exemptive relief requested in this letter is, in large measure,
contemplated by or consistent with the exemptive relief granted in connection with other
exchange offers similarly struetured. See, e.g., In the Matter of BCP Crystal Acquisition
GmbH & Co, ¢t al for Celanese AG, Dmswn of Corporate Finance File No. 5-57467 (February
3, 2004); In the Matter of Alean Inc. for Common Shares, ADSs, Bonus Allocation Rights and
OCEANES of Pechiney, Division of Corporation Finance File No. 5-52225, Division of Market
Regulation File No. 03-114 (October 6, 2003); and In the Matter of Serono S.A. Offer for All
Outstanding Ordinayy Shares, ADSs, OCEANEs and Warrants of Genset, File No. TP 02-95
(September 12, 2002). We also believe that this relief is consistent with the Commission’s
guidance set forth in the Cross Border Release and the principle underlying Rule 14d-
1(d)(2)(iv) which provides certain Tier 11 relief to allow payment to be made in accordance
with the requirements of homeé jurisdiction law or practice.

Rule 14d-4(d)(2) Issues

Rule 14d-4(d)(2) under the Exchange Act provides that, following a material change to
a tender offer, such offer must remain open for five business days from thie date that the
material changes to the tender offer materials are disseminated to sectirity holders (and, as.a
result, security holders would continue to be entitled to withdrawal rights during such five
business day period under Rule 14d-7). We tinderstand that the Staff has taken the position that
the waiver or reduction of a minimum tender condition to an offer constitutes a “material
change” to such offer. See, e.8., SEC Interpretive Release Relating to Tender Offer Rules,
Release No. 34-24296 (April 3, 1987). Thus, based on this position, Gas Natural would be
required to extend the U.S. Offer for five business days following any waiver or reduction of
the Minimum Tender Condition and extend withdrawal rights in the U.S. Offer during this five
business day period.

Under Spanish Takeover Regulations, in the event that a minimum tender condition to
an offer is not satisfied, the bidder must determine whether to waive such condition or
withdraw the offer before the definitive results of the offer are announced by the CNMV. In
accordance with Spanish regulatory practice, a bidder will determine whether to waive a
minimum tender cendition or withdraw the offer once it is informed confidentially about the
results of the offer, which occurs after the expiration of the offer. Pursuant to Spanish
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Takeover Regulations and regulatory practice, after being informed of the results of the offer
after expiration of the offer, the bidder is required to confirm in writing te the CNMV whether
it will waive the minimum tender condition, which may not be later than five buginess days
after the expiration of the offer. Furthermore, under Spanish law, the waiver of a minimum
tender condition after the expiration of an offer does not give rise te any obligation of the
bidder to extend the acceptance period of the offer or extend withdrawal rights. To the
contrary, in accordance with Spanish regulatory practice, a bidder does not generally determine
whether it will waive the minimum tender condition or withdraw an offer until after expiration
of the offer, at which time the bidder is not permitted under Spanish Takeover Regulations to
re-open the acceptance period or extend withdrawal rights.

Pursuant to the terms of the Offers, if the Minimum Tender Condition is not satisfied,
Gas Natural is not obligated to complete the Offers. As described above, Spanish regulations
provide for a centralized counting and reporting system for determining the nmumber of shares
tendered into an offer. In order for the Endesa Shares tendered into the U.S. Offer to be
counted for purposes of determining the satisfaction of the Minimum Tender Condition, the
Endesa Shares tendered in the U,S. Offer will be included in this centralized counting and
reporting system in Spain, pursuant to which the CNMV will determine and announce the
definitive results of the Offers. This announcement may not be made until after the expiration
date of the Offers (a maximum of five business days for the Spanish depositaries to report the
numbers of tendered shares to the Spanish exchange agent and for the Spanish exchange agent
to report the total results to the CNMYV, and a maximum of thrée business days for the CNMV
to determine and announce the definitive results of the Offers). In fact, pursuant to the Spanish
Takeover Regulations, the CNMYV is résponisible for announcing the definitive results of an
offer, whether 2 minimum tender condition to an offer has been satisfied and, if not, whether
the bidder waives such condition or elects to withdraw the offer.

If the Minimum Tender Condition has not been satisfied based on the results of the
Offer confidentially reported by the Spanish exchange agent to the CNMV and Gas Natural
prior to the CNMV’s determination and announcement, Gas Natural should be permitted to
determine whether it will withdraw the Offers as a result of the failure of such condition to the
Offers or whether it will waive such condition and accept the tendered Endesa Shares for
payment. We believe that permitting Gas Natural to rely upon or waive the Minimum Tender
Condifion, notwithstanding that the Offers will have expired so that no Turther acceptances may
be made and that tendering holders of Endesa Shares will no longer have withdrawal rights, is
consistent with Tier II Relief under Rule 14d-1(d)(2)(v), which expressly permits a bidder,
notwithstanding Section 14(d)(5) of the Exchange Act, “not to extend withdrawal rights
following the ¢lose of the offer and prior to the commencement of the subsequent offering
period.” We also believe that pertnitting Gas Natural to proceed in this manner is consistent



Smpson THACHER & BARTLETT LLP

Brian V. Breheny, Esq.

Christina E. Chalk, Esq.

Mauri L, Osheroff, Esq.

James A, Brigagliano, Esq. -27- March 2, 2006

with the principles of Tier II Relief, which generally defer to home jurisdiction law and practice
with respect fo procedure.

In the Cross Border Release, the Commission stated that it would not object if bidders
meeting the requirements for the Tier II exemption reduce or waive the minimum tender
condition without extending withdrawal rights during the remainder of the offer (unless an
extension is required by Rule 14e-1), if certain conditions are met. In accordance with the
Commission’s interpretation of the Tiér IT exemption as set forth in section I1B of the Cross
Border Release, if Gas Natural determines that it may reduce or waive the Minimum Tender
Condition following the expiration date of the Offers, Gas Natural will announce that it may
reduce or waive the Minimum Tender Condition by press release and publication in a
newspaper of general circulation in the United States five U.8. business days prior to the
scheduled expiration date of the Offers. Gas Natural will file this announcement with the
Commission via EDGAR on the date that such acmouncement is made. The announcement will
state the exact percentage to which the Minimum Tender Condition may be reduced or waived
and state that such reduction or waiver is possible. The announcement will advise holders of
Endesa Shares to withdraw their acceptances immediately if their willingness to accept the U.S.
Offer would be affected by a reduction or waiver of the Minimum Tender Condition and will
inform holders of Endesa Shares that they will not be able to tender Endesa Shares or withdraw
their acceptances following the expiration date of the U.S. Offer. In addition, the
announcement will advise holders of Endesa Shares that, as-a result of the Spanish exchange
offer fules and practice, the definitive results of the Offers will not be announced by the CNMV
unitil approximately six business days following the expiration date of the Spanish Offer and
that Gas Natural will be required to determine whether it will reduce or waive the Minimum
Tender Condition after the expiration of the Offers and priorto such announcement.

During the five U.S. business day period following such anmmouncement, holders of
Endesa Shares who have tendered Endesa Shares into the U.S. Offer will have withdrawal
rights. The U.8. Offer will provide that holders of Endesa Shares may accept the U.S, Offer
and will have withdrawal rights with respect to any Endesa Shares tendered into the U.S. Offer
until the expiration of the U.S. Offer. However, upon the expiration of the U.S, Offer, no
further acceptances of the U.S. Offer will be permitted and withdrawal rights will niot be
extended. We note that, in addition to the Commission’s interpretation of the Tier Il exemption
as set forth in section II.B of the Cross Border Release, the Staff has granted relief to permit
bidders for UK. companies to publicly announce the possibility of a reduction in 2 minimum
tender condition five business days prior to the date on which any such reduction may occur in
accordance with the foregoing procedures and, thereafier, declare the offer unconditional and
‘terminate withdrawal rights, See, e.g., SERENA Software, Inc. Offer for Shares and ADSs of
Merant pl¢, Exchange Act File No. 5-45819 (April 13, 2004); Amerada Hess Corporation



SiMPsoN THACHER & BARTLETT LLP

Brian V, Breheny, Esq.

Christina E. Chalk, Esq.

Mauri L. Osheroff, Esq.

James A. Brigagliano, Esq. -28- March 2, 2006

Offer for Shares and ADSs of LASMO ple, Exchange Act File No. 5-52225 (December 13,
2000); and The Royal Bank of Scotland Group ple Offer for Shares and ADSs of National
Westminster Bank PLC, BExchange Act File No. 5-55229 (December 27, 1999). In these cases,
each of which involved an offer for a U.K. company, following the date on which the bidders
declared the offer unconditional and terminated withdrawal rights, the bidders commenced a
subsequent offering period of at least 14 days in accordance with UK. law.

Spanish law does not provide for any subsequent offering period. Thus, although the
Offers will net be declared unconditional on the date that the Offers expire and withdrawal
rights terminate, in contrast to the UK. cases, Gas Natural will not be able to acquire any:
additional Endesa Shares pursuant to the Offers after the termination of withdrawal rights on
the expiration of the initial offéring period. Rather, Gas Natural will be required to make its
determination of whether to reduce or waive the Minimum Tender Condition, or withdraw the
Offers, at a time when it will not be able to benefit from a future acceptance pericd which does
not allow withdrawal rights.

Although the U.K. cases referenced above did not involve a termination of the
acceptance period following a waiver of a minimum tender condition by a bidder, in this case,
the re-opening of the acceptance period following expiration of the Offers is not permitted
under Spanish Takeover Regulations. In addition, Iberclear will block all Endesa Ordinary
Shares tendered into the Offers immediately following the announcement of the results of the
Offers by the CNMV. In light of the direct conflict with U.S, law and regulation presented by
Spanish regulatory procedures and tender offer practice as well as the Staff’s ptior willingness
to permit bidders to terminate withdrawal rights despite a concurrent or subsequent waiver of
‘the minimum tender condition, we believe that the requested relief to forego an extension
period of five business days, which could otherwise be required under Rule 14d-4(d)(2) in the
event that Gas Natural reduces or waives the Minimum Tender Condition, is justified and
consistent with the principles of Tier Il Relief. Furthenmore, Gas Natural will publicly
announce the possibility that it may reduce or waive the Minimum Tender Condition, state the
exact percentage to which the Minimum Tender Condition may be reduced or waived and
include the other disclosures described above in accordance with the Commission’s
interpretation of the Tier 1l exemption as set forth in section ILB of the Cross Border Release,
Thus, holders of Endesa Shares will have full disclosure; for-a period of five U.S. business days
prior to the expiration of the U.S. Offer, of the possibility that Gas Natural will waive or reduce
the Minimum Tender Condition and that, following any such waiver or reduction, no further
acceptances or withdrawal rights will be permitted.

We belicve that that the relief requested from the application of Rule.14d-4(d)(2) should
be applicable if a competing bid is commenced. In the event that the proposing competing
offer announced by E.ON is approved by the CNMV and also satisfies all other applicable
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regulatory hurdles, the expiration date of the Offers would be modified to be a minimum of one
month from the date that such competing offer commences and a minimum of 15 calendar days
following publication of any improved terms by Gas Natural and/or E.ON. Holders of Endesa.
Shares who have tendered Endesa Shares into the U.S. Offer will have withdrawal rights until
such modified expiration date. Becayse the announced terms of E.ON’s proposed competing
offer include a condition that a minimum of 529,481,934 Endesa Shares, representing 50.01%
of the share capital of Endesa, are tendered into such competing offer, if the E.ON offer is
commenced, any improved terms of the Offers proposed by Gas Natural would be required to
include a minimum tender condition 6f no more than 50.01% of Endesa*s share capital.

If a competing bid is commenced and Gas Natural improves the terms of the Offers;
Gas Natural will disseminate to holders of Endesa Shares a prospectus supplement setting forth
such improved terms. In such supplement, Gas Natural will include additional risk factors
relating to the possibility that, if the Offers and the competing offer are completed and the
respective minimum tender conditions included in the Offers and the competing offer are
waived or reduced, Gas Natural and the competing offeror could each own significant
percentages of Endesa, with neither having effective control. If, thereafter, Gas Natural
determines-that it may waive its minimum tender condition, it will follow the steps described
above, including the issuance, no fewer than five U.S. business days prior to the scheduled
expiration date of the U.S. Offer, of an announcement that will be disseminated via press
release, published in a newspaper of general circulation in the United States and filed with the
Commission via the EDGAR filing system. Consequently, the holders of Endesa Shares will
have adequate opportunity to withdraw any tendered Endesa Shares prior to the expiration of
the U.8, Offer once they-are informed of the posgible waiver or réduction of Gas Natural’s
minimum tender condition.

The Spanish regulatory scheme, by limiting the ability of the first offeror and a
competing offeror to improve the terms of their respective offérs to a single opportunity and
thereafter requiring both offers to expire on the same date, creates the possibility that, if neither
offer is cleatly superior, the offerors may waive their respective tinimum tender conditions
and, consequently, neither offeror may obtain 2 majority of the subject company’s share capital.
This is a unique feature of Spanish law, Gas Natuoral believes that a competing offer context is
not materially different from a situation in which Gas Natural might itself acquire, in the.
absence of a competing offer, less than 50.01% or more than 50.01% of Endesa’s share capital
and be unable to exert contro] (due to the 10% voting limitation in Endesa’s bylaws or other
factors). In either the eircumstances of Gas Natural being the sole offeror or the
commencement of a competing offer, the post-completion control of Endesa remains
potentially in doubt, which is a disclosure issue appropriately addressed in the prospectus, any
supplement thereto and any additional filings with the Commission. Furthermore, becanse
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Spanish law and regulations do not expressly provide for dual offers, we understand from
Spanish counsel that, as disclosed in the Registration Statement, in order for Endesa Shares
tendered into the U.S. Offer to be counted for purposes of determining the satisfaction of the
minimum tender condition, following expiration of the 1.S. Offer, the U.S. exchange agent
must catise the Custodian to irrevocably tender, with an irrevocable order to transfer, the
Endesa Shares tendered in the U.S. Offer to the Spanish exchange agent to be included in the
centralized counting and reporting system in Spain. There is no systemic or regulatory
provision, as a matter of Spanish law or practice, that would permlt tendering holders of Endesa
Shares to withdraw such tendered Endesa Shares after the expiration date.

Relief Requested

Rule 14d-10(a)(1) Relief

We hereby respectfully request exemptive relief from the provisions of Rule 14d-
10(2)(1) promulgated under the Securitics and Exchange Act of 1934, as amended (the
“Exchange Act”), to permit Gas Natural to make the Offers utilizing:the dual offer structure as
described in this letter pursuant to ‘which Gas Natural will make the U.S. Offer available to 4ll
holders of Endesa ADSs, wherever located, and all holders of Endesa Ordinary Shares who are
U.S. holders and will make the Spanish Offer available to all holders of Endesa Ordinary
Shares (including U.S. holders).

Rule 14e-5 Relief

We hereby respectfully request exemptive relief from the provisions of Rule 14¢-5
under the Exchange Act to allow Gas Natural to purchase Endesa Ordinary Shares pursuant to
the Spanish Offer after the public announcement, but prior to the expiration, of the U.S. Offer,

Section 14(d)(5) Relief

We hereby respectfully request exemptive relief from the provisions of Section 14(d)(5)
under the Exchange Act to allow Gas Natural to terminate withdrawal rights at the expiration of
the initial offering period for Endesa Shares tendered into the U, S, Offer during that period.

Rule 14d-4(d)(2) Relief

We hereby respectfully request exemptive relief from the provisions of Rule 14d-
4(d)(2) under the Exchange Act to permit Gas Natural, following the expiration of the U.S.
Offer, 1o waive or reduce the Minimum Tender Condition, in the event that the Minimum
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Tender Condition has not been satisfied, without extending the acceptance period or extending
withdrawal rights, in accordance with the process presctibed by Spanish law and regulation.

* % %

We appreciate your time and attention to this matter. Please do not hesitate to contact
me if you have questions or would like to discuss the above issues further.

Respectfully,

b AN

cc:  Paul Dudek, Esq.
David Mittelman, Esq.
Michael Pressman, Esq.
Division of Corporation Finance, Securities and Exchange Commission

Matthew Landon, Esq.
Racquel Russell, Esq. _ _
Division of Market Regulation, Securities and Exchange Commission

Manuel Garcia Cobaleda, Esq.
Glas Natural SDG, S.A.

Kathryn King Sudol, Esq.
Simpson Thiacher & Bartlett LLP



