Report on Limited Review

ENAGAS, S.A. AND SUBSIDIARIES

Interim Condensed Consolidated Financial Statements
and Interim Management Report

for the six-month month period ended

June 30, 2019



7 Ernst & Young, S.L. Tel.: 902 365 456
C/ Raimundo Ferndndez Villaverde, 65 Fax.: 915727 300
28003 Madrid ey.com

Building a better
working world

REPORT ON LIMITED REVIEW OF THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

To the shareholders of ENAGAS, S.A. at the request of the Company's directors

Report on the interim condensed consolidated financial statements

Introduction

We have carried out a limited review of the accompanying interim condensed consolidated financial
statements (hereinafter the interim financial statements) of Enagas, S.A. (hereinafter the parent) and
subsidiaries (hereinafter the Group), which comprise the balance sheet at June 30, 2019, the income
statement, the statement of total changes in equity, the cash flow statement, the statement of
recognized income and expense and the notes thereto, all of which have been condensed and
consolidated, for the six-month period then ended. The parent's directors are responsible for the
preparation of said interim financial statements in accordance with the requirements established by
IAS 34, "Interim Financial Reporting," adopted by the European Union for the preparation of interim
condensed financial reporting as per article 12 of Royal Decree 1362/2007. Our responsibility is to
express a conclusion on these interim financial statements based on our limited review.

Scope

We have performed our limited review in accordance with the International Standard on Review
Engagements 2410, “Review of Interim Financial Reporting Performed by the Independent Auditor of
the Entity.” A limited review of interim financial statements consists of making inquiries, primarily of
personnel responsible for financial and accounting matters, and applying analytical and other review
procedures. A limited review is substantially less in scope than an audit carried out in accordance
with regulations on the auditing of accounts in force in Spain and, consequently, does not enable us
to obtain assurance that we would become aware of all significant matters that might be identified in
an audit. Accordingly, we do not express an audit opinion on the accompanying interim financial
statements.

Conclusion

During the course of our limited review, which under no circumstances can be considered an audit of
accounts, no matter came to our attention which would cause us to believe that the accompanying
interim financial statements for the six-month period ended June 30, 2019 have not been prepared,
in all material respects, in accordance with the requirements established in International Accounting
Standard (IAS) 34, "Interim Financial Reporting," as adopted by the European Union in conformity
with article 12 of Royal Decree 1362/2007 for the preparation of interim condensed financial
statements.

Domicitio Social: C/Raimundo Ferndndez Villaverde, 65. 28003 Madrid -Inscrita en el Registro Mercantil de Madrid, tomo 9,364 general, 8,130 de |a seccion 3 del Libro de Sociedades, folio 68, hoja n® 87.690-1,
inscripcidn 1, Madrid 9 de Marzo de 1.989. A member firm of Ernst & Young Global Limited.
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Emphasis of matter paragraphs

We draw attention to the circumstances described in Note 3.3.a) of the accompanying explanatory
notes related to the investee Gasoducto Sur Peruano, S.A. This matter does not modify our
conclusion.

We draw attention to the matter described in Note 1.2 of the accompanying explanatory notes, which
indicates that the abovementioned accompanying interim financial statements do not include all the
information that would be required for complete consolidated financial statements prepared in
accordance with International Financial Reporting Standards, as adopted by the European Union.
Therefore, the accompanying interim financial statements should be read in conjunction with the
Group's consolidated financial statements for the year ended December 31, 2018. This matter does
not modify our conclusion.

Report on other legal and regulatory requirements

The accompanying interim consolidated management report for the six-month period ended June 30,
2019 contains such explanations as the parent’'s directors consider necessary regarding significant
events which occurred during this period and their effect on these interim financial statements, of
which it is not an integral part, as well as on the information required in conformity with article 15 of
Royal Decree 1362/2007. We have checked that the accounting information included in the
abovementioned report agrees with the interim financial statements for the six-month period ended
on June 30, 2019, Our work is limited to verifying the interim consolidated management report in
accordance with the scope described in this paragraph, and does not include the review of
information other than that obtained from the accounting records of Enagas S.A. and its subsidiaries.

Paragraph on other issues

This report has been prepared at the request of the management of the parent, Enagas, S.A., with
regard to the publication of the half yearly financial report required by article 119 of Royal
Legislative Decree 4/2015, of October 23, approving the consolidated text of the Securities Market
Law enacted by Royal Decree 1362/2007 of October 19.

ERNST & YOUNG, S.L.

David Ruiz-Roso Moyano

July 29, 2019

A member firm of Ernst & Young Global Limited
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enagas Interim Condensed Consolidated Financial Statements
Enagas Group- Period ended June 30, 2019

ENAGAS, S.A. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET AT JUNE 30, 2019

(Thousands of euros)

hssers T e | ossozois | sasiaois
NON-CURRENT ASSETS 7,494,369 7,915,622
Intangible assets 2.5 68,244 944,659
Goodwill ___2-5,812 188,445

i Other intangible assets 42,432 ?56,21:4‘
o _-_[l:ve_st_r})-e_nt"p;o;;er_tie‘s. - - 19,610 19,610
Property, plant, and equiprr.lme;nt - o 2.4 4,685,215 .”5,238,215

" Investments accounted for using the equity method 15 1,991,901 1,028,555
Other m-)_nwcurrent ﬂnan;{al assets o - 3.3.a 727,456 674,151
Deferred tax assets 1,943 10,432
CURRENT ASSETS 1,201,629 1,610,580
Inventories 18,272 24,812
Trade and other receivables 2.2 240,919 388,910
Current income tax assets 1,756 1,799
Other current financial assets 3.3.a 2,849 12,797
Short-term accruals 6,551 10,719
Cash and cash equivalents 3.6 931,282 1,171,543
TOTAL 8,695,998 9,526,202

mewmes | ows | oe3va0:9 | 12312018
EQUITY 2,612,312 3,039,371
SHAREHOLDERS' EQUITY 2,616,018 2,658,758
Shared capital 3.1.a 358,101 358,101
Reserves 2,053,177 2,006,066
Treasury shares 3.1.b (12,464) (8,219)
Profit /(loss) for the year 216,065 442,626
Interim dividend = (145,917)
Other equity instruments 4.2 1,139 6,101
ADJUSTMENTS FOR CHANGES IN VALUE (19,154) 6,640
NON-CONTROLLING INTEREST (EXTERNAL PARTNERS) 3.2 15,448 373,973
NON-CURRENT LIABILITIES 5,034,994 5,911,074
Non-current provisions 2.6.a 180,280 176,490
Financial debt and non-current derivatives 3.3.b 4,612,790 5,188,572
Deferred tax liabilities 178,960 476,765
Other non-current liabilities 27 62,964 69,247
CURRENT LIABILITIES 1,048,692 575,757
Current provisions 2.6.a 1,407 3,369
Financial debt and current derivatives 3.3.b 778,761 364,386
Trade and other payables 2.3 207,681 204,269
Current tax liabilities 60,843 3,733
TOTAL 8,695,998 9,526,202

Notes 1 to 4.5 to the Interim Condensed Consolidated Financial Statements constitute an integral part of the Consolidated Balance Sheet
at June 30, 2019,
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ENAGAS, S.A. AND SUBSIDIARIES

CONSOLIDATED INCOME STATEMENT AT JUNE 30, 2019

Interim Condensed Consolidated Financlal Statements
Enagas Group- Period ended June 30, 2019

(Thousands of euros)
Notes 06.30.2019 06.,30.2018

Revenue 2.1.a 584,012 651,880

Income from regulated activities 535,686 547,471
B _I;c—ome from ;O_n-—regulated activitle.;“ - - 48,326 104,409
Other operating income - _14,748 31,328
Personnel expenses a 2.1.b (60,537) (64,134)
Other operating expenses i 2.1.c (104,924) (124,176)
Depreciation - 2.4 and 2.5 (144,305) (154,716)
Impairment and gains (losses) on disposal of assets - 2.4 (3,824) (19,101)
Profit (loss) from investments accounted for using the equity method 1.5 60,488 38,906
OPERATING PROFIT 345,658 359,987
Finance income and similar 12,883 20,446
Finance and similar expenses (78,743) (78,019)
Translation differences (net) (732) (604)
Change in fair value of financial instruments (2,545) (7,593)
NET FINANCIAL PROFIT (LOSS) (69,137) (65,770)
PROFIT (LOSS) BEFORE TAX FROM CONTINUING OPERATIONS 276,521 294,217
Income tax expense (55,648) (64,019)
PROFIT (LOSS) FOR THE YEAR FROM CONTINUING OPERATIONS 220,873 230,198
Profit attributable to Non-centrolling interest 3.2 (4,808) (10,356)
PROFIT (LOSS) ATTRIBUTABLE TO THE PARENT COMPANY 216,065 219,842
Attributable to:

Parent company 216,065 219,842
BASIC EARNINGS PER SHARE (in euros) 1.6 0.91 0.92
DILUTED EARNINGS PER SHARE (in euros) 1.6 0.91 0.92

Notes 1 to 4.5 to the Interim Condensed Consolidated Financial Statements constitute an integral part of the Consolidated Income

Statement at June 30, 2019.




enagas Interim Condensed Consolidated Financial Statements
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ENAGAS, S.A. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSES

AT June 30, 2019
(Thousands of euros)

T ] e | asaoaoi | osaoaois
CONSOLIDATED PROFIT (LOSS) FOR THE YEAR 220,873 230,198
INCOME AND EXPENSES RECOGNIZED DIRECTLY IN EQUITY (24,565) 32,880
_“me companies accounted for usine_:!"the full consolidation method“ - (6,624) 18,512
From cash flow hedges 7 (11,962) 9,965

rrrrr B From currency translation dlffere“r.t_c_?s - 2,348 10,763
Tix efjest 2,990 (2,216)
,,-,Ffom cqu_a_nies accounted for using tﬁf_fquity method - (17,941) 14,368
From cash flow hedges (24,413)  (2,503)

From currency translation differences o 2,219 7 16,205

Tax effect 4,253 666
AMOUNTS TRANSFERRED TO THE INCOME STATEMENT 1,691 1,340
From companies accounted for using the full conselidation method 1,582 (1,811)
From cash flow hedges 2,805 (2,477)

From currency translation differences (597) -

Tax effect (626) 666

From companies accounted for using the equity method 109 3,151
From cash flow hedges 147 4,561

Tax effect (38) (1,410)
TOTAL RECOGNISED INCOME AND EXPENSES 197,999 264,418
Attributed to Non-controlling interest 7,728 23,182
Attributed to the parent company 190,271 241,236

Notes 1 to 4.5 to the Interim Condensed Consolidated Financial Statements constitute an integral part of the Consolidated Statement of
recognised Income and Expenses at June 30, 2019.
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enagas Interim Condensed Consolidated Financial Statements
Enagas Group- Period ended June 30, 2019

ENAGAS, S.A. AND SUBSIDIARIES
CONSOLIDATED CASH FLOW STATEMENTS AT JUNE 30, 2019

(Thousands of euros)
(ot osnaois | on o010 |
CONSOLIDATED PROFIT BEFORE TAX 276,521 294,217
Adjustments to consolidated profit 7 o h 151,503 187,275
Depreciation of fixed assets 7 o 2.4 and 2.5 144,306 154,7167
owersdistmenswprolt . 73 82559
Change in operating working capital 104,800 139,730
WInventories R el - - (.1_2;5 [ = ( f_}lvé;
Trade and other receivables 96,832 210,709
Other current assets and liabilities 12,005 (64,203)
Other non-current assets-le;f;;j liabilities S Taereas 8,492 o (5,836)
Trade and other payables (12,401) (124)
Other cash flows from operating activities (105,822) (107,692)
Payment of interest o - (91,216) i (93,510)
Interest received 15,377 16,983
Income tax recelpts (payments) (27,270) - (30,170)
Other cash inflows/(outflows) (2, 713) (995)
NET CASH FLOWS FROM OPERATING ACTIVITIES 427,002 513,530
Payments for investments (647,184) (103,263)
Group companies and associates 1.5 (624,327) o (88,346)
Fixed assets and real estate investments 2.4and 2.5 (17,857) (14,917)
Other financial assets (5,000) o
Proceeds from disposals 686 1,190
Group companies and assoclates 686 1,190
Other cash flows from investing activities 70,843 42,785
Other receipts (payments) from investing activities 1.5 70,843 42,785
NET CASH FLOWS FROM INVESTING ACTIVITIES (575,655) (59,288)
Proceeds from and payments on equity instruments (7,794) -
Transactions involving equity instruments (7,794) -
Proceeds from and payments on financial liabilities 259,955 (113,346)
Issues 3,741,340 3,399,416
Repayment and amortisation (3,481,385) (3,512,762)
Other cash flows from financing activities (16,506) -
Other receipts /(payments) from financing activities (16,506) -
Dividends paid - (3,306)
NET CASH FLOWS FROM FINANCING ACTIVITIES 235,655 (116,652)
EFFECT OF CHANGES IN CONSOLIDATION METHOD (346,732) -
Effect of exchange rate fluctuations 19,469 6,752
TOTAL NET CASH FLOWS (240,261) 344,342
Cash and cash equivalents at beginning of period 1,171,543 627,864
CASH AND CASH EQUIVALENTS AT END OF PERIOD 3.6 931,282 972,206

Notes 1 to 4.5 to the Interim Condensed Consolidated Financial Statements constitute an integral part of the Consolidated Cash Flow
Statements at June 30, 2019
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Group activities and presentation bases

Relevant aspects

Results

The net profit attributed to the parent company at June 30,
2019 was 216,065 thousands of euros (Note 1.6).

As of February 2019, the loss of control in GNL Quintero
meant that its contribution to profit and loss was accounted
through “Earnings from investments accounted for by the
equity method” (Note 1.5).

The net profit per share has decreased to 0.91 euros per share
compared to 0.92 euros per share at June 30, 2018 (Note
1.6).

The distribution of the complementary dividend in the gross
amount of 0.918 euras per share, approved by the General
Shareholders' Meeting held on March 29, 2019, was carried
out on July 3, 2019. (Notes 1.7 and 4.4).

The "Result of investments accounted for by the equity
method" at June 30, 2019 was 60,488 thousands of euros,
55.5% higher than at June 30, 2018 (Note 1.5).

Interim Condensed Consolidated Financial Statements
Enagés Group- Period ended June 30, 2019

Working capital

= AtlJune 30, 2019, the Consolidated Balance Sheet records a
positive working capital of 152,937 thousands of euros.

Other information

e Among the main investment transactions carried out by the
Enagas Group during the first six months of the 2019 financial
year, the following were of note:

= On March 11, 2019, the Enagas Group signed an
agreement to Invest 590 million dollars in an indirect
10.93% stake in Tallgrass Energy LP. This investment was
made through several holding companies, together with
GIC and the Blackstone Group (Note 1.4).

= Incorporation, in May 2019, of Bioengas Renovables, S.L.
in the amount of 480 thousands of euros, with the Enagas
Group contribution being 444 thousands of euros (Note
1.4).

= InJune 2019, a 12.75% stake in SEAB Power Ltd was
acquired for 225 thousands of pounds sterling (Note 1.4).

= Investments were made in regasification, transmission and
storage facilities, with the aim of expanding and improving
them to adapt to future demand forecasts amounting to
17,857 thousands of euros.




enadgas

1.1 Group activity

Enagds, S.A. (hereinafter the Company or the Parent
Company), a company incorporated in Spain on July 13, 1972
in accordance with the Spanish Corporate Enterprises Act, is
the head of a group of companies (Annexes I and 1I of the
Consolidated Annual Accounts at December 31, 2018) that form
the Enagas Group (hereinafter the Group or the Enagdas Group)
and which are engaged in the transmission, storage and
regasification of natural gas, as well as the development of all
functions related to the technical management of the gas
system.

a) Corporate purpose

|.  Regasification, basic and secandary transmission as well as
storage of natural gas, via the corresponding gas
infrastructure or installations, of its own or of third parties,
and also the performance of auxiliary activities or others
related to the aforementioned activities.

ii. Design, construction, start up, exploitation, operation, and
maintenance of all types of complementary gas
infrastructure and facilities, including telecommunications
networks, remote control and control of any nature, and
electricity networks, whether its own or of third parties.

li. Development of all functions relating to technical
management of the gas system.

iv. Transmission and storage activities for carbon dioxide,
hydrogen, biogas, and other energy-related fluids, via the
corresponding facilities, of Its own or of third parties, as
well as the design, construction, start up, exploitation,
operation, and maintenance of all types of complementary
infrastructure and facilities necessary for said activities.

1.2 Basis of presentation

The Enagas Group 2018 Consolidated Annual Accounts were
prepared by the Company's directors in accordance with the
International Financial Reporting Standards (IFRS) as adopted
by the European Union, applying the consolidation, accounting
and measurement principles, policies and bases set forth in
Note 1.3 to those Consolidated Annual Accounts, so that they
present fairly the Group's consolidated equity and financial
position at December 31, 2018 and the consolidated results of
its operations, the changes in consolidated equity and the
consolidated cash flows for the year then ended.

The Group’s Consolidated Annual Accounts for 2018 were
approved at the General Shareholders’ Meeting held on March
29, 2019.

The accompanying Interim Condensed Consolidated Financial
Statements are presented in accordance with IAS 34 Interim
Financial Reporting and were authorised for issue by the
Group's Board of Directors on July 29, 2019, in accordance with
article 12 of Royal Decree 1362/2007.

In accordance with IAS 34, the interim financial report is solely
intended to provide an update on the Group's latest set of
Consolidated Annual Accounts, focusing on new activities,
events, and circumstances that occurred in the first half of the
year, and does not duplicate information previously reported in
the 2018 Consolidated Annual Accounts. Therefore, for a proper
understanding of the information included in these Interim
Condensed Consolidated Financial Statements, they should be

Interim Condensed Consolidated Financial Statements
Enagas Group- Period ended June 30, 2019

v. Activities for making use of heat, cold, and energies
associated with its main activities or arising from them.

vi. Rendering of services of a diverse nature, amongst them,
engineering, construction, advisory, and consultancy
services in connection with the activities relating to its
corporate purpose as well as participation in natural gas
markets management activities to the extent they are
compatible with the activities permitted for the Company by
law,

The above activities can be carried out by Enagas, S.A. itself or
through companies with an identical or analogous corporate
purpose in which it holds interest, provided they remain within
the scope and limitations established by legislation applicable to
the hydrocarbons sector. In accordance with said legislation,
the activities related to transport and technical management of
the system which are of a regulated nature must be carried out
by two subsidiaries entirely owned by Enagds, S.A. (Enagas
Transporte, S.A.U. and Enagas GTS, S.A.U., respectively).
Consequently, the corporate purpose includes:

vii. Management of the corporate group comprised of the
interest held in share capital of companies belonging to the

group.

viii. Rendering of assistance or support services to affiliates,
including the provision of appropriate guarantees and
reinforcement for them,

b) Other information

The registered address is located at Paseo de los Olmos, 19,
28005, Madrid. At its website: www.enagas.es and at its
registered address, its by-laws and other public infermation on
the Company and its Group can be consulted.

read In conjunction with the Group’s Consolidated Annual
Accounts at December 31, 2018,

The accounting policies and methods used in the preparation of
the accompanying Interim Condensed Consolidated Financial
Statements are the same as those applied for the Consolidated
Annual Accounts for the year ended December 31, 2018, except
for the standards and interpretations which became effective in
2019 (described in Note 1.9), and which, if applicable, were
used by the Group in the preparation of the accompanying
Interim Condensed Consolidated Financial Statements.

It was not necessary to include any corrections of
misstatements in the Interim Condensed Consolidated Financial
Statements for the six-month period ended June 30, 2019.
Also, given the activities of the companies of the Enagas Group,
their transactions are not of a cyclical or seasonal nature, so
specific breakdowns are not included in this respect.

These Interim Condensed Consolidated Financial Statements
are presented in thousands of euros (unless otherwise stated).

a) Criterion of relative importance

In determining the information to be disclosed in the
accompanying Interim Condensed Consolidated Financial
Statements regarding the various line items included in them, or
other matters, the Group, in accordance with IAS 34, has taken
their relative importance into account in relation to the Interim
Condensed Consolidated Financial Statements for the first six
months of the year,




7\
enaqas

b) Comparative information

The comparison of the Interim Condensed Consolidated Financial
Statements is referenced to the six-month periods ended 30 June
2019 and 2018, except for the Consolidated Balance Sheet, which
compares 30 June 2019 to 31 December 2018.

On January 1 the Enagds Group applied the new IFRS 16 Leases
and without restating the comparative information referring to
2018 (Note 1.9).

c) Consolidation principles

The Interim Condensed Consolidated Financial Statements include
the interim financial statements of the Parent, Enagas, S.A. and its
subsidiaries, associates, joint ventures, and joint operations at
June 30, 2019,

The principles of consolidation applied in the preparation of the
Interim Condensed Consolidated Financial Statements at June 30,
2019 agree with those applied in the preparation of the
Consolidated Annual Accounts for 2018, and are described in Note
1.3 to said Consolidated Annual Accounts.

The exchange rates with respect to the euro of the main
currencies used by the Group during 2019 and 2018 were as
follows:

1.3 Estimates and accounting judgements used

In the Group's Interim Condensed Consolidated Financial
Statements for 2019, estimates and judgements were occasionally
made by the Senior Management of the Group and of the
consolidated companies, subsequently ratifled by the Directors, in
order to quantify certain assets, liabilities, income, expenses, and
commitments reported herein. These estimates and judgements
basically relate to:

s The service lives of assets and PP&E items.

« Provisions for decommissioning/abandonment costs, other
provisions and contingent liabilities.

« The measurement of non-financial assets to determine the
possible existence of Impairment losses.

» Recognition of investments accounted for by the equity
method.

s The fair value of financial instruments and financial assets.

s Corporate income tax expense which, in accordance with TAS
34, is recognised in interim periods based on the best estimate

Interim Condensed Consolidated Financial Statements
Enagés Group- Period ended June 30, 2019

Exchange rate at
Average exchange the end of June

rate applicable to applicable to the
the headings of the balance sheet
income statement headings (1)

06.30,2019

Us dollar 1.12974 1.13708
Peruvian Nuevo Sol 3.74251 3.73066
Pound Sterling (2} 0.87327 0.89719
06.30.2018

Us dollar 1.2108 1.1562
Peruvian Nuevo Sol 3.9249 3.7746
Swedish krona (2} 10.1509 10.3725

(1) Equity excluded.

(2) See Note 1.4. for the pound sterling. Regarding the Swedish krona, it
was included due to the stake in Swedegas, sold in 2018.

In addition, the exchange rates of the main currencies used by the
Group with respect to the euro at December 31, 2018 were as
follows:

Exchange rate applicable

to the balance sheet

headings (1)
12.31.2018
US dollar 1.14446
Peruvian Nuevo Sol 3.85127
Swedish krona 10.15790

(1) Equity excluded.

+ of the weighted average annual income tax rate the Group
expects for the full financial year.

+ The fair value of equity instruments granted under the “Long-
Term Incentive Plan (LTT)".

» Estimates applied to IFRS 16 explained in Note 1.9.

Although these estimates were made on the basis of the best
information available at June 30, 2019, future events may require
these estimates to be modified prospectively in the coming years
(upwards or downwards). The effects of any change in estimates
would be recognised in the Consolidated Income Statement, in
accordance with IAS 8.

During the six-month period ended June 30, 2019, there were no
significant changes to the estimates made at 2018 year end.
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1.4 Changes in the consolidation scope

Interim Condensed Consolidated Financial Statements
Enagas Group- Period ended June 30, 2019

The following changes in the consolidation scope of the Enagas Group occurred during the six-month period ended June 30, 2019:

GNL Quintero =

Amount (thousands) Stake percentage

At 06.30.2019

Previous |

‘Description / Type of control

'As a result of the chage in ternrate
purpose of GNL Quintero and the change to the
TBQ shareholders' agreement, the Enagas

45.40%

Terminal Bahia de Quintero(*TBQ") -

Group gained joint control over the
subsidiaries, with consolidation using the equity
method.

51.92%

Enagas Holding USA, S.L.U. 235,464

207,

704

Incorporation of this subsidiary, 100% owned
by Enagas through its subsidiary Enagés
Internacional, S.L.U., thus consolidating this
stake globally,

2 100%

Prairie Group (*) 689,370

610,

366

Acquisition of stake in this corporate entity in
which Enagas Group has a significant influence,
with the conselidation being carried out by the
equity method.

% 24.,90%

Tallgrass Energy LP 589,770

522,

133

Acquisition of a stake in Tallgrass Energy LP
through the different investment vehicles of the
Prairie Group, the consolidation being carried
out by the equity method (see explanation
below).

= 11.06%

E.C. Soto de La Marina and E.C. Soto de La
Marina EPC

Merger of both companies with no impact on
the balance sheet and income statement.

Bioengas Renovables, SL 444

444

Incorporation of the company and consolidation
in accordance with the full consolidation
method with the Group keeping control of it.

§ 92.50%

SEAB Power Ltd. 225

252

Acquisition of a 12.75% stake and
consolidation based on the equity methed, with
significant influence on the company.

= 12.75%

) Prairie Group includes the stake of the Enagas Group in the different vehicles incorporated with the rest of the members of the consortium for investment in Tallgrass

Energy LP.

Enagas Holding USA, S.L.U.

During May 2019, Enagas Holding USA, S.L.U.was incorporated for
235,464 thousands of dollars. This company, located in Spain, Is
100% owned by Enagas Internacional, S.L.U. which has direct
control over the company, including its assets and liabilities
globally.

Tallgrass Energy LP ("TGE")

On March 11, 2019 Enagas signed an agreement with subsidiaries
of Blackstone Infrastructure Partners and GIC (Singapore
Sovereign Fund) to invest 590 million dollars in an indirect 10.93%
stake in Tallgrass Energy LP ("TGE").

Enagas' investment is made in Prairie Group, a holding company
with 100% of the political rights and 43.91% of the economic
rights of TGE, whose shareholding structure includes two types of
shares, Class A and Class B are traded on the New York Stock
Exchange and confer mainly economic rights on their holders,
while Class B grant all the relevant political rights.

This holding company censists of Blackstone, the majority
shareholder, GIC as a minority partner and Enagéas, which owned
24,90% at the conclusion of the transaction. In this regard, due to
the rights conferred in the Shareholder Agreement, the Enagas
Group has a significant influence on the holding, and therefore it
accounts for such investment by the equity method.

Subsequent to the initial purchase, Prairie Group has proceeded to
purchase additional Class A shares on the market. Accordingly, at
June 30, 2019, the holding company holds 44.42% of the
economic rights of TGE, which in the case of Enagas is an indirect
stake of 11.06%.

Additionally, Enagés has agreed to increase its stake by an
additional 3.52% in an approximate amount of 83 million dollars,
subject to approval by the Committee on Foreign Investment in
the United States (CFIUS), as indicated in Note 1.8.c. Likewise,
and as indicated in Note 1.8.c., it has reached an agreement to
invest up to 300 million dollars in future investments in TGE (of
which 99.6 million dollars are already previously funded in one of
the companies that make up the consortium).

Seab Power Litd.

On June 24, 2019, the acquisition of 12.75% of SEAB Power Ltd.,
located in the United Kingdom, was concluded. The holding was
acquired from Enagas Emprende, which has significant influence
and therefore accounts for this stake by the equity method.

GNL Quintero Group (Quintero Bay Terminal
and GNL Quintero)

As indicated in the note on subsequent events of the Consolidated
Annual Accounts for financial year 2018, on February 15, 2019,
the agreements governing Terminal Bahia de Quintero, SpA were
modified in order to adapt to the change of corporate purpose of
GNL Quintero, S.A. This means that the stake in GNL Quintero will
be accounted for by the equivalence method from that date,
because the relevant decisions are no longer taken unilaterally by
Enagds. To this end, the Group has proceeded to derecognise
assets, liabilities and Non-controlling interest that GNL Quintero
contributed at that date, and to cancel the adjustments for
accumulated value changes in the Net Equity at the end of
February 2019, in a positive amount of 3,344 thousands of euros
(given that said investment was covered by a net investment
hedge).

The main impacts on the balance sheet and income statement,
due to the deconsolidation, at the end of February 2019 were as
follows:




|CETC” SR e e | February 2019
NON-CURRENT ASSETS (1,266_,230)
_Intangibleassets . (874,433)

_ Geodwitl ... (163,573)
Other intangible assets (710,854)

_ Property, plant, and equipment ___ (747,287)_
_Inv. Equity method 362,715
Other non-current assets (7,225)

" CURRENT ASSETS (376,008)

Other non-current assets (29,?76)__
Cash and cash equivalents % (346, ?35)
TOTAL ASSETS (1,642,238)
Equity and Liabilities
EQUITY (364,249)
SHAREHOLDERS' EQUITY 3,314
3233§TMENTS FOR CHANGES IN (2,086)
NON-CONTROLLING INTEREST B (365,477)
NON-CURRENT LIABILITIES (1,258,332)
Financial debt and non-current derivatives (969,449)

“Deferred tax liabilities  (285,728)
Other non-current liabilities (3,155)
CURRENT LIABILITIES (19,657)
Financial debt and current derivatives (3,736)
Other current liabilities (15,921)
TOTAL EQUITY AND LIABILITIES (1,642,238)

Furthermore, at the end of February 2019, GNL Quintero
contributed a total amount of 31.7 million euros to Revenue; 17.3
million euros to Operating Profit; and 3.6 million euros to Profit
attributable to the parent company (85.3 million euros, 44.1
million euros and 8.2 million euros respectively at the end of June
2018).
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Bioengas Renovables, SL

In May 2019, the company Bicengas Renovables, S.L. was
incorporated for 480 thousands of euros. This company, located in
Spain, is directly controlled by Enagds Emprende, S.L.U. through a
92.5% stake. Thus, it is fully consolidated together with
recognition of the 7.5% stake corresponding to external partners
under "Minority interest" in equity.

Gascan

In April 2019, the Sole Shareholders of the companies Enagas
Transporte, S.A.U., (the “*Absorbing Company”) and Compafiia
Transportista de Gas Canarias, S.A.U., (the "Absorbed Company”),
approved a joint merger project pursuant to the provisions of
article 30.1 of Law 3/2009, of April 3, on structural modifications
of trading companies ("LME"). The planned merger by absorption
operation has involved the Integration of the Absorbed Company
into the Absorbing Company, by means of a block transfer of the
assets of the former for the benefit of the latter and the extinction
without liquidation of the Absorbed Company. The Absorbing
Company is the Sole Shareholder of the Abserbed Company, which
therefore means that articles 49 LME and 42 LME, among others,
are applicable. The merger project was published in two
announcements in the Official Gazette of the Mercantile Registries
of Las Palmas and Madrid, on June 11, 2019, and June 19, 2019.
However, on June 30, 2019, the transaction was still being
formalized, and its registration in the Mercantile Registry is
pending completion.

The aforementioned operation has had no impact on the interim
consolidated financial statements at June 30, 2019.
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1.5 Investments accounted for by the equity method

2019

Opening New Change in Profit Exits from the Other Closing

balance at acquisitions / | consolidation | Dividends | /(loss) for z:fafr;s:’tg: £ a":fsda?:ll'?gn perimeter / adjustments balance at

12,31,2018 | Increases (1) | method (2) the year i ¥ 1005} ‘pacreases (3) 06.30.2019

1,028,555 635,223 362,715 (69,379) 60,488 2,219 (20,051) : (7,869) 1,991,901
2018

| y Closing
Translation Hedging Exits from the Other balance ak

differences transactions perimeter / adjustnents 12.31.2018
Decreases

Opening Naw Change in Profit

balance at agquisitions / | consolidation | Dividends | /(loss) for
12.31.2017 Increases method the year

1,022,058 75,801 (208)  (91,233) 70,982 18,847 5,437 (71,573) (1,556) 1,028,555

(1)  “New acquisitions” in financial year 2019 mainly refers to the amount for the acquisition of the stake in Tallgrass Energy, through the Prairie Group, in the
amount of 621,545 thousands of euros (Note 1.4).

(2) “Change in consolidation method” includes the effect of recognizing GNL Quintero under “Investments accounted for under the equity method" amounting to
362,715 thousands of euros as, since February 2019, it is consolidated using the equity method (Note 1.4). This amount corresponds to the fair value of the
stake held by Enagas Group at that date.

(3) The “Other adjustments” movement mainly reflects the effect of the 1st application of the new IFRS 16 standard, due to the adjustments made against reserves

in BBG, Saggas and Grupo Altamira,

As the corresponding 12-month deadline subsequent to acquisition has not yet elapsed, the accounting of the stake and the assignation of the
acquisition price for DESFA and Tallgrass is currently being reviewed, although no significant changes are expected.

The dividends received during the first six months of financial year
2019 and at December 31, 2018 were as follows:

TgP 32,980 66,775
GNL Quintero 3,801 =
Grupo Altamira - 3,942
Morelos EPC = 7,340
Swedegas - 6,339
BBG 12,500 3,750
Saggas 18,850 -
Other entities 1,248 3,087
Total 69,379 91,233

1.7 Dividends distributed by the Company

The distribution of the complementary dividend in the gross
amount of 0.918 euros per share, approved by the General
Shareholders' Meeting held on March 29, 2019, was carried out on

The total amount of the additional dividend paid amounted to

Net result of the financial year
attributed to the parent company 216,065 219,842 (1.7%) 218,876 Hhoksandsof Suras:

(thousands of euros)

Weighted average number of
outstanding shares (thousands of 238,480 238,426 (0.0%)
shares)

Basic earnings per share 0.91 0.92 (1.7%)
(in euros) i i :

Diluted earnings per share 0.91 0.92 (1.7%)

(in euros)

1.6 Earnings per share

As there are no potential ordinary shares at June 30, 2019 and
June 30, 2018, the basic earnings and the diluted earnings per
share are the same.

11




enagas Interim Condensed Consolidated Financial Statements
Enagas Group- Period ended June 30, 2019

1.8 Commitments assumed and guarantees granted

Group employees, Other Related

Commitments assumed and guarantees granted companies or entities Parties Third parties
(Note 4.1) (Note 4.1)

06.30.2019

Guarantees for related party debts - 506,362 - : - 506,352.
Guarantees granted - Other 1311 23,002 370,322 394,635
Investment commitments 7 306,165 -5 17,607 323,772
12.31.2018 ' -
Guarantees for reloted partydets 452,589 - - 452,589
| el — .. 1468 22,895 405395 429,758
Investment commitments 61,592 _ 22,596 84,188

a) Guarantees for related party debts Other related parties

The "Guarantees for related party debts" heading includes the * Teshrial guacanises granted Ly Ihe (elater panty: Sanas
h ) Santander to third parties in the amount of 6,411 thousands of
corporate guarantee granted by Enagds S.A. for financial euros (6,411 thousands of euros in 2018) to cover certain
institutions acquired in the Financing Agreement of November 30, responsibilities which may arise during execution of the
2018 in the company TAP, through which the following items are contracts constituting the activity of the Enagas Group.
basically guaranteed:
= Guarantees granted by the related party Banco Santander

s  Principal anc! interest of the Financing Agreement provided by before the Federal Electricity Commission ("FEC") in
TAP at any time; connection with the service contracts relating to the Morelos
«  Market value of the hedging instrument over the interest rate gas pipeline and Soto La Marina compression station projects

in the amount of 8,794 thousands of euros and 7,797
thousands of euros, respectively (8,737 and 7,747 thousands
The corporate guarantee has been granted by each TAP of euros respectively at December 31, 2018).

shareholder jointly, so that Enagas would only be held liable, in a

of the Financing Contract.

hypothetical case, for the amount corresponding to its Third parties

participation in the capital of TAP. The following items, mainly, are Included:

AtJupe 30, 2019 the amount guaranteed by Enagas, S.A. to the « Financial guarantees granted by financial entities to cover the
creditors of TAP amounted to 506,362 thousands of euros loans granted by the European Investment Bank to Enagés
(452,589 thousands of euros at December 31, 2018). The increase Financiaciones, S.A. In the amount of 303,333 thousands of
was motivated by the greater degree of availability of the TAP loan euros (323,333 thousands of euros in 2018).

and due to agreement of interest rate coverage contracls.
s Technical guarantees granted by financial entities to third

This guarantee will be relea:sed subject to the fulfilment of certain parties in the amount of 65,076 thousands of euros (2018:
conditions ag.reed with TAP's creditors, mainly related to the start- 60,072 thousands of euros) to cover certain responsibllities
up of the project. which may arise during execution of the contracts constituting
After the start-up and until the maturity of the financing, there will the activity of the Enagds Group.

alsy be.a sharehalder SUPPO“" mechanism for the repayment of the s Guarantee granted by Enagas Internacional S.L.U covering its
TAP:loan by means of capieal eongbubions (Debt Payment obligations in the contract with Sound Energy Morocco for the
Undertaking), which will be activated were certain extraordinary development of a project in Morocco, amounting to 594
events to happen. thousands of euros (590 thousands of euros at December 31m
Both the guarantee during the construction period and this support 2018).

mechanism during the operating perlod are .contr_actualfy limited «  Insurance contract granted by Enagés Internacional, S.L.U.,
by a cap in force throughout the life of t!1e financing arrangement, amounting to 1,319 thousands of euros (1,500 thousands of
so that the amounts claimed from Enagds may never exceed a dollars)

total amount of 903,322 thousands of euros, regardless of the
market value of the derivative or any other contingency. « No guarantees had been granted with respect to tender
processes at June 30, 2019 and December 31, 2018.

b) Guarantees granted - Other
c) Investment commitments
The following items are included:

F s The following items are included:
Employees, Companies or Group Entities ° re

e« The Enagas Group has Investment commitments amounting to

« Guarantees and sureties granted to group companies at June 57,242 thousands of euros relating to the TAP project,
30, 2019 include the technical s..uretles gr'?\nted to third parties corresponding to the capital contributions expected to be
by Gas to Move Transport Solutions, S.L. In the amount’of disbursed as shareholder, in order to comply with the
1,311 thousands.of €urds, counter-guarantecd by Enagas, shareholders' obligation to participate in the financing of the

S.A. (1,468 thousands of euros at December 31, 2018).
12
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project jointly with the financial entities with which the
Financing Agreement was signed on November 30, 2018
(61,592 thousands of euros at December 31, 2018).

+ The Enagas Group has firm investment commitments for
investments in Economic Interest Groupings (EIG) amounting
to 17,607 thousands of euros, to be disbursed during the 2019
and 2020 financial years (22,596 thousands of euros at
December 31, 2018).

s The Enagas Group holds investment commitments in Prairie
Group (a holding company that holds 100% of the political
rights, as well as 44.42% of the economic rights of Tallgrass
Energy, L.P). At June 30, 2019 there is a commitment in the

1.9 New accounting standards

a) Standards in force for the current financial year

Interim Condensed Consolidated Financial Statements
Enagas Group- Period ended June 30, 2019

amount of 83,373 thousands of dollars (73,322 thousands of
euros), subject to approval by the Committee on Foreign
Investment in the United States (CFIUS) and another
commitment of 200,400 thousands of dollars for future
investments in Tallgrass Energy, LP (175,601 thousands of
euros).

The Directors consider that no additional significant liabilities will
arise in connection with the transactions disclosed in this note
other than those already recognized in the accompanying
Consolidated Balance Sheet.

The accounting policies used in the preparation of these Interim Condensed Consolidated Financial Statements, other than those applied in the
Consolidated Annual Accounts for the year ended December 31, 2018, as they came into force on January 1, 2019 are the following:

Approved for use in the European Union

Mandatory application for periods
Standards “ beginnlng 2oLt

January 1, 2019

IFRS 16

Leases

Uncertainties about tax treatments: clarifies how to apply the

IFRIC 23 (1)

registration and valuation criteria of IAS 12 when there is uncertainty
about the acceptability by the tax authority of a certain tax treatment

January 1, 2019

used by the entity

(1) This interpretation did not have a significant impact.

IFRS 16: Leases

This Standard was approved in January 2016 by the IASB
(International Accounting Standard Board), and its definitive
application is mandatory for annual periods beginning on or after
January 1, 2019.

IFRS 16 replaces IAS 17 Leases, IFRIC 4 Determination of whether
a contract contains a lease, SIC-15 Operating leases - Incentives
and SIC-27 Evaluation of the essence of transactions that take the
legal form of a lease, and establishes the principles for
recognising, valuing, presenting and disclosing leases.

IFRS 16 is based on a control model for the identification of leases,
distinguishing between the leases of an identified asset and
service contracts. The Standard distinguished between a lease and
a service contract based on the customer's ability to control the
use of the asset subject to the lease for a period of time in
exchange for a consideration and it is considered that there is
control if the customer has the right to obtain substantially all the
economic benefits arising from the use of an identified asset and
the right to the direct the use of that asset.

The Standard involves very significant changes In the lessee's
accounting, since the differentiation between financial and
operating leases disappears and a single lease model is used in
which all rents are recognized on the balance sheet (similar to
accounting for financial leases in accordance with the previous IAS
17). By contrast, this standard does not substantially modify the
lessor's accounting compared to IAS 17, so the lessor will continue
with a dual model distinguishing between financial and operating
leases.

From the perspective of the lessee, the later will recognise, in the
start date of a lease, a financial liability for the current value of the

payments to be made during the remaining life of the lease
agreement and an asset that represents the right to use the
underlying asset during the lease term. Lessees must also
recognise the interest expense arising from the lease financial
liability and the right of use amortisation expense separately.

After the start date, the amount of lease liabilities is increased to
reflect interest accrual and Is reduced by lease payments made. In
turn, right-of-use assets are valued at cost, less accumulated
amortisation and impairment losses, and are adjusted for any
change in the valuation of the associated lease liabllities. The
initial cost of the usage rights includes the amount of the lease
liabilities recognized, the initial direct costs and the |ease
payments made before the lease commencement date. The
incentives received are discounted from the initial cost, Unless the
Group Is reasonably sure of obtaining ownership of the leased
asset at the end of the lease term, the usage rights are amortized
on the straight line method for the shorter of the estimated useful
life and the term of the lease. The usage rights are subject to
Impairment analysis.

The lessees will also be obliged to re-evaluate the financial liability
for the lease when certain events occur (for example, a change In
the lease duration, whether or not it results from an option,
changes in future lease payments including those resulting from
changes in an index or rate used to determine the payments). The
lessee will generally recognise the lease liability amount
revaluation as an adjustment to the asset for the right of use.

The Enagas Group mainly has operating leases in which itis a
lessee, and has chosen not to apply the new Standard in advance,
adopting it for the first time for the financial year beginning on
January 1, 2019.
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In this regard, the Group has applied IFRS 16 to leases that had
already been identified as such in accordance with the previous
standards. An exhaustive analysis of the fees paid by the Enagas
Group was conducted, after which it was concluded that the
exclusive public domain occupation charges paid to the different
Port Authorities where the Enagas Group has its LNG
Regasification Plants located must be considered as a lease
contract under IFRS 16. Previously, these charges have been
recorded as fees under the “Other operating expenses” heading in
the Consolidated Income Statement.

Related to the above, it should be noted that in March 2019, the
Interpretations Committee of the International Financial Reporting
Standards, IFRIC, published a consultation on underground
passage rights for a period of time in exchange for Future periodic
payments applicable, among others, to gas pipelines. The initial
interpretation of the IFRIC, endorsed later in June 2019, is that
the case considered corresponds to a lease within the scope of
IFRS 16. The arguments put forward by IFRIC, which apply in the
specific case of the Enagds Group, are the following:

+ the occupied subsoil space is a fraction of the land that is
considered tangible, with a physical substance other than that
of the surface, and sufficiently identified provided that the
exact location and dimensions of the gas pipeline are specified
in the contract;

+ the landowner and lessee, although it can use the land for
other purposes, such as agriculture or livestock, does not have
the right to substitute the leased asset, since it cannot access
that subsoil space, cannot modify the layout of the pipeline
and can take decisions about the use of that underground
space during the lease term;

« itis the lessee that has the right to obtain substantially all the
economic benefits of the asset, since it has an exclusive use;
and

s jtis the lessee that has the right to direct the use of the asset,
since the lessee directs how and for what the space in the
subsoil will be used, and also determines the layout, and the
dimensions of the pipeline that directly influence the occupied
space, and is the only party with the right to operate the
asset, carry out inspections, repairs and maintenance work
(including the replacement of damaged sections when
necessary), and the lessor cannot change or interfere in those
decisions.

Therefore, based on the considerations issued by IFRIC in its
aforementioned publications, and taking account of the above
arguments, the Enagds Group considers that both the fees paid for
the exclusive occupation of the subsoil where underground storage
is located and the fees that are periodically paid to the public
authorities for the right of way of the gas pipeline network, fall
under the scope of IFRS 16, and is therefore an additional financial
liability with respect to the figures reported in the Consolidated
Annual Accounts of financial year 2018. Thus, the financial liability
recorded on January 1, 2019 due to the implementation of IFRS
16 amounts to a total of 348 millicn euros (Note 3.4).

For transition purposes, the Enagds Group has combined the use
of the modified retroactive transition method for the most
significant leases (fibre optic rental, fees for exclusive occupation
of regasification plants and office rental) with the simplified
method for the remaining contracts (exclusive occupancy rates for
underground storage and gas pipelines, rental of work centres,
cars, machinery, etc.). The comparative figures for the previous
financial year have therefore not been restated.

Regarding the assumptions used to calculate the different
quantities:

Interim Condensed Consolidated Financial Statements
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« Non-cancellable lease terms were estimated, considering the
initial term of the contracts, except for those in which the
Enagés Group has a unilateral option to extend or terminate
the lease, in which case the term has been considered
extended or terminated early if there is reasonable assurance
that the option will be exercised.

s Both the lease payments made in the past, which were
necessary to perform the calculations required for those
contracts in which the moedified retroactive transition method
was chosen, and the current and future committed amounts,
mainly considering fixed lease payments, less incentives, and
variable payments tracking an index or rate such as the CPI,
which are essentially considered fixed payments, have been
identified. The Enagas Group does not have significant leases
whose payments are considered completely variable, that is,
that do not depend on an index or rate, which should be
recognized as expenses for the period in which the event or
condition that triggers the payment occurs.

«  For the calculation of the current value of the lease payments,
the discount rates to be applied to each of the lease contracts
have been estimated, based on the Group's financial cost
adapted to the remaining maturity of each of the contracts to
January 1, 2019.

Furthermore, the Enagds Group has decided to avail itself of the
exemptions indicated In the Standard in relation to short-term
leases (maturing in less than or equal to 12 months), as well as
those in which the underlying asset has a low value (having a
value of less than 5 thousands of US dollars). Payments for short-
term leases and low-value asset leases are recognized as linear
expenses during the lease term.

The Group has also applied the following practical solutions:

+ As indicated above, the same type of discount has been
applied to contracts with similar characteristics.

« It has not recorded components that are not leases separately
from those that are for those asset classes in which the
relative importance of these components is not significant in
relation to the total value of the lease.

s It considered contracts whose expiration in principle was long-
term, but which end in the next 12 months or less from the
date of initial application of the Standard to be short-term
leases, such as the rental of the boat and the helicopter for
maintenance of the Gaviota underground storage facility and
the rental of the boat used in for the management of the
Castor underground storage facility.

Accordingly, the impact of the initial application of IFRS 16 at
January 1, 2019 on the Consolidated Balance Sheet is as
follows:
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January 1,
Thousands of euros 2019

NON-CURRENT ASSETS 317,686
Property, plant, and equipment (Rights of use) (Note 2,4) 656,355
7;E.|mulated dt;pr;iﬁ o;ae;n'j'-assets (Note 2.4) - (338,646)
Investments accounted for using the equity methed (7_,(_573) .
Deferred tax asset B 7,649
LIABILITIES 348,307
Lease liabilities . 348,307
EQUITY (30,621)

As Indicated above, the Enagas Group has concluded that the
exclusive occupancy fees are within the items covered by the
scope of IFRS 16, instead of fees such as Leases and Fees under
“Other Operating Expenses” of the Consolidated Profit and Loss
Account as per the previous practice. This meant that the Enagés
Group's Annual Accounts of previous years did not include the
detail of operating lease commitments in accordance with IAS 17
because they were not considered significant.

At June 30, 2019, the maturities of these liabilities for leases are
as follows:

Thousands of
Maturity euros

Up to 3 months 6,601

Between 3 and 12 months 26,635

Between 12 months and 5 years 125,451

More than 5 years 230,635

Total (1) 389,322
(1) The difference compared to the amount of lease liabilities

recorded in the Consolidated Summary Interim Financial Statements at June
30, 2019 of 334,792 thousands of euros, (Note 3.4) is mainly due to the
effect of the financial discount.

In posting these accounts, the Enagas Group included the assets
for use rights within the same items of the financial statements
that would have been used to post the underlying assets, had it

owned them (see Note 2.4) and included the liabilities for leases

under the headings of “Long-term and short-term debts-Other
financial liabilities” of the Consolidated Balance Sheet (see Note
3.4).
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Assets for usage rights (thousands of duros)

- e o i m :‘:slr;,s‘?‘g:t Lﬁiii:::g:ﬁs

At January 1, 2019

Cost 217,451 66,351 368,902 249 150 3,252 656,355 (348,307)
___Accumulated depreciation (74,511) (43,853) (220,282) - - ) - (338,646) -
Amortisation (3,490) (1,778) (7,431) ~(92) (35) (798) (13,625) -
_Interest - £ L = = & - il (3,026)
Payments = E __= = = = e 16,506
Others L - - 2 = = = 35
At June 30, 2019 139,450 20,720 141,189 157 115 2,454 304,084 (334,792)
" . ) assets amounting to 175 thousands of euros were posted in
In addition, the Enagas Group recorded the following impacts on “Rents and royalties” in the Consolidated Profit and Loss
the Consolidated Profit and Loss Account at June 30, 2019: Account (see Note 2.1.c)
" n
‘ L::WE'_ e;;penses A RER ST royélties amountingfto 16,542 From the point of view of the Consolidated Cash Flow Statement,
thousands D; euros, a higher amortisation expense o 13:1625 payments for lease contracts and exclusive occupancy rates, since
u ol:Jsan ;o heurtlns on rights:of ”5:2255:13 (sede Notai2.4), a5 the implementation of IFRS 16 they are classified as flows from
welas= . 19 er finance cost of 3, qusands of edres an financing activities rather than flows from operating activities as
lease liabilities; as a result, the consolidated profit for the year was the practice under the previously applicable regulations. The
Is not expected to be significantly affected. amounts paid for these items at June 30, 2019 amounted to

«  Furthermore, with regard to the effect of the practical 16,506 thousands of euros.

solutions adopted by the Group, in the 6-month period ended
June 30, 2019, short-term lease rental expenses in the
amount of 3,267 thousands of euros and low-value leases

b) Standards not effective for the current financial year

The Group intends to adopt the standards, interpretations, and amendments thereof issued by the IASB that are not mandatory in the
European Union at the date these Consolidated Annual Accounts were prepared when they become effective, where applicable. Based on the
analyses conducted to date, the Group estimates that its first-time application will not have a material impact on the consolidated annual

accounts.
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2, Operational performance of the group

Relevant aspects

Operating profit

o Operating profit at June 30, 2019 amounted to 345.7 million
euros.

. As indicated in Notes 1.4 and 1.5, the loss of control of the
GNL Quintero company in February 2019 meant that at that
date, its contribution to profit and loss is presented in
“Earning from investments accounted for by equity method".

Current status of the Castor storage collection

rights

. In relation to the Castor storage (Note 2.4), Enagas
Transporte has been notified of the CNMC's resolution that
determines the return of the remuneration received for the
development of the operation and maintenance activities for
the 2014, 2015 and 2016 financial years recognized in the
final settlements of 2015 and 2016, as well as the
corresponding interest, in the amount of 34.6 million euros.
Pending the Agreement of the Council of Ministers provided
for in RD-Law 13/2014 approving the end of the Castor
hibernation and, where appropriate, the establishment of the
legal standard that determines how to proceed for payment
of the right to charge for the costs incurred by Enagas
Transporte for the entrusted operation and maintenance of
the infrastructure, in December 2018 the Enagas Group
presented a claim of pecuniary liability, to be updated
considering the inclusion of the refund of the amounts
indicated above.

2.1 Operating profit

a) Revenue

The details of revenues with the breakdown of revenues from
customer contracts at December 31, 2018 Is as follows:

Revenue N - 06.30.2019

Regulated activities: 535,686
From contracts with customers -
Others 535,686
Non-regulated activities: 48,326
From contracts with customers 15,896
Others 32,430
Total revenue 584,012
{Other operating income
From contracts with customers 13,237
Other 1,511
Total Other operating income 14,748
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Trade receivables

. “Current receivables” include the balance pending settlement
corresponding to the remuneration of regulated
regasification, transmission and underground storage
activities for 171.2 million euros corresponding to financial
year 2019 (308.1 million euros at December 31, 2018), as
well as the outstanding balance corresponding to the
remuneration of the Technical Manager for 2.9 million euros
(5.5 million euros at December 31, 2018) (Note 2.2).

Intangible fixed assets

. At June 30, 2019, the amount decreased by 876.42 million
euros compared to closure 2018. The variation is mainly due
to the decrease in assets as a result of a change in the
consolidation method of the GNL Quintero company, a
decrease in this caption of 874.43 million euros (Notes 1.4
and 2.5).

Property, plant, and equipment

. This caption involves, at June 30, 2019, 54% of total assets
(55% of total assets at December 31, 2018).

. At June 30 2019, the amount decreased by 553 million euros
compared to closure 2018, The variation is mainly due to the
decrease in assets as a result of a change in the
consolidation methed of the GNL Quintero company, a
decrease in this caption of 747.29 million euros (Motes 1.4
and 2.4) and the increase in the assets per application of
IFRS 16 (Note 1.9).

The distribution of the net amount of turnover based on the Group
Companies from which it comes is as follows:

Regulated activities: 535,686 547,471
Enagéas Transporte, 5.A.U. 509,704 521,494
Enagas Transporte del Norte, S.L. 13,838 B 24,092
Enagds GTS, S.A.U. 12,144 _-“-;1,885
Non-regulated activities: 48,326 104,409
GNL Quintero 31,696 85,340
Enagas Transporte, S.A.U. 15,192 16,095
Enagas Internacional, S.L.U. 194 542
Enagas México 182 120
Enagas Transporte del Norte, S.L. 224 224
Enagds Per( o 748 361
Enagds, S.A. iy
Remaining companies 90 -
Total 584,012 651,880
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The breakdown required for the IFRS 15 application, regarding
contracts with clients corresponding to the current year, is as
follows:

Segments (Note 4,3)

I e e e
the System

Net revenue from customer contracts
Connections Provision of services Spain Third parties 1,086 - - 1,086
Other income Provision of services " .Spain Intercompany o 42 - = 2 42
Other income Provision of services Spain Third parties A: - ”172 172
Other income Provision of services Switzerland Intercompany - - 236 236
Corporate services Provision of services Spain Intercompany = = 14 14
Corporate services Provision of services Spain Third parties L = 115 115
Corporate services Provision of s;a-rvices Swilzerlar;;j- Third parties N - . - - (43) (43)
Gas transmission services Provision of services Spain Third parties 14,274 = - 14,274

Net revenue from customer contracts 15,402 - 494 15,896

Other operating income from customer contracts
Lease Provision of services Spain Third parties 176 = 117 293
Usage rights Provision of services Spain Intercompany 8,947 - - 8,947
Maintenance Provision of services Spain Third parties 654 = - 654
Maintenance Provision of services Portugal Third parties 3 - - 3
Other income Provision of services Spain Intercompany - 2 827 829
Other income Provision of services Spain Third parties 1,121 = 583 1,704
Other income Provision ;—f"servlces France Third parties £ = o = 0
Other income Provision of services Morocco Third parties 237 - - 237
Other income Provision of services Norway Third parties 44 - - 44
Other inc_o.n;ne Provision of services Portugal Third parties 8 = - 8
Other income Provision of services United Kingdom Third parties 5 = - 5
Corporate services Provision of services Spain Intercompany - - 213 213
Corporate services Provision of services Mexico Intercompany - - 9 9
Corporate services Provision of services Switzerland Third parties - - 291 291

Total Other operating income from customer contracts 11,195 2 2,040 13,237

The Management of the Enagds Group considers that there is no collection uncertainty relating to the income indicated above and therefore has
not ceased to recognise any type of income for this reason.
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b) Personnel expenses

Wages and salaries 45,413 50,020
Termination benefits 563 963
Social Security 10,188 9,205
Other personnel expenses 4,680 4,663
Contributions to external pension funds 1,386 1,274
_(defined contribution plan) .. . . .
Warks for fixed assets (1,693) (1,991)
Total 60,537 64,134

The average number of employees of the Group (the reduction
from the previous period being due to the deconsolidation of GNL
Quintero), distributed by gender at June 30, 2019 and 2018, is as
follows:

06/30/2019: 1,317

l Women

o Men

06/30/2018: 1,429

' Waomen

g Men
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The Enagas Group contributes, in accordance with the Pension
Plan signed and adapted to the Law on Pension Plans and Funds,
to an "Enagds Pension Fund” defined contribution plan, managed
by Gestién de Prevision y Pensiones, S.A. with Banco Bilbao
Vizcaya Argentaria, S.A. as custodian, which covers the Group's
commitments to the workforce in question. The above plan
recognizes certain consolidated rights for past service and
undertakes to make monthly contributions of a percentage of the
eligible salary. It is a mixed plan covering retirement benefits,
disability and death. The total number of people adhered to the
plan at June 30, 2019 totalled 1,174 participants (1,201
participants at December 31, 2018). The contributions made by
the Group under this heading each year are recorded in the
"Personnel expenses" heading of the Consolidated Income
Statement, increasing to 1,386 thousands of euros at June 31,
2019 (1,274 thousands of euros at June 30, 2018).

In addition, the Group has outsourced its pension obligations with
its Directors by means of a mixed group insurance policy. In
addition to pension obligations, the cover provides benefits in the
cases of life expectancy, death or disability.

c) Other operating expenses

Other operating expenses 06:30.2019 | 06:30,2018

External services:

R+D expenses 281 159
Rents and royalties (1) 4,057 23,225
Repairs and conservation 21,644 21,432
Freelance professional services 13,232 14,079
Transport 13,844 16,500
Insurance premiums 3,439 4,519
Banking and similar services 165 165
Advertising, publicity and public relations 1,915 2,289
Supplies 11,409 10,723
Other services 18,745 10,480
External services 88,731 103,571
Taxes 11,222 11,309
Other current management costs 190 309
Other external expenses 4,828 8,526
Change in traffic provisions (47) 461
Total 104,924 124,176

(1) The decrease in this heading is due to the application of IFRS 16, which
means that the expense for certain leases is recorded as an expense for the
depreciation of usage rights.
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2.2. Trade and other non-current and current receivables

Customer receivables for sales and services

rendered 6,101 24,971
Accounts receivable from customer

contracts 10,166 12,085
Group companies 432 8,099
Other receivables 178,729 315,776
Sub-total 195,428 360,931
Value added tax 45,491 27,979
Trade and other current receivables 240,919 388,910
Trade and other non-current 189,034 137,125

receivables (Note 3.3.a)

“Trade debtors and other non-current accounts receivable” mainly
includes, in application of Royal Decree-Law 8/2014 of 4 July and
Law 18/2014 of 15 October, the accumulated long-term deficit
from regulated activities of 2014, 2015, 2016 and 2017 plus the
amount pending collection for facilities pending recognition of the
years prior to 2017 in a total amount, at June 30, 2019, of 96,786
thousands of euros, of long-term value, with the Directors still to
assess their recoverability in a time horizon exceeding one year
(88,835 thousands of euros at December 31, 2018).

“Other receivables” mainly includes the balance pending
settlement in connection with remuneration for the regulated
regasification, transport, and underground storage activities of
Enagds Transporte,S.A., amounting to 171,190 thousands of euros
(for the year ended December 31, 2018 308,103 thousands of
euros). Within this amount, the outstanding balance for 2019
amounts to 97,481 thousands of euros (at December 31, 2018,
the outstanding balance for 2018 amounted to 184,746 thousands
of euros). Additionally, following approval, in 2018, of the
regulatory deficit of financial year 2017, this heading also records
the estimated amounts that will be collected in under 12 months
related to the accumulated short-term deficit of the regulated
activities for financial years 2017, 2016 and 2015, In the amount
of 18,455 thousands of euros (10,896 thousands of euros at
December 31, 2018).

Likewise, this caption also includes the pending balance relating to
remuneration for Technical Manager activity, amounting to 2,877
thousands of euros (5,500 thousands of euros at December 31,
2018). The trade receivables related to regulated activities follow
the settlement system established in Order ECO/2692/2002, of
October 28, which regulates the settlement procedures for
remuneration of regulated natural gas sector and fees for specific
purposes (Appendix I).

“Accounts receivable from contracts with clients" include the
following items, broken down in accordance with IFRS 15:

BEESRUT . SOUEL e e TR
Accounts receivable from customer contracts 7,009 7,494
Accounts receivable invoices to be issued from contracts with

customers 3,157 4,591
Total 10,166 12,085

The Company has not registered assets under contracts at June
30, 2019 or December 31, 2018.

At June 30, 2019, the Company did not have significant
impairment losses on balances receivable from contracts with
customers, either registered as accounts receivable or as unissued
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invoices, maintaining an expected loss of 100 thousands of euros
(100 thousands of euros at December 31, 2018).

Situation of Castor Storage Facilities

Regarding the Castor underground storage facility, based on the
information presented in Note 2.4 of the 2018 Annual Accounts of
the Enagas Group, the following court or regulatory
pronouncements have been issued:

o Judgement of April 29, 2019, the Third Chamber of the
Supreme Court, estimating the appeal filed by the Generalitat
of Catalonia declared the annulment of article 7, and of
paragraphs j) and k) of section 4 of Annex I, of Order ETU /
1977/2016, establishing tolls and fees associated with third
party access to gas facilities and the remuneration of
regulated activities for 2017.

o On May 9, 2019, the Third Chamber of the Supreme Court

issued an order dismissing the claim of nullity of proceedings
filed by ESCAL against its judgement of November 15, 2018,
referred to in paragraph 1.12. Notwithstanding the dismissal,
the Order confirms the existence of the right of ESCAL to
receive the maintenance and operational costs of the storage
facilities recognized in its favour in the Second Transitory
Provision of RDL 13/2014

o On July 5, 2019, Enagas Transporte S.A.U. was notified of the
resolution, on the same date, of the Plenary of the CNMC in
the ex officio review procedure of the final settlements of the
regulated activities of the gas sector in relation to the
payments made to Enagas Transporte S.A.U for the Castor
underground storage. This reselution declares the automatic
nullity of the final settlements of the regulated activities of
the natural gas sector for 2015 (recegnizing the remuneration
corresponding to the periods 2014 and 2015), 2016 and 2017
regarding the recognition of Enagds Transporte S.A.U. The
foregoing determines the obligation to reimburse the amount
of 34,553 thousands of euros within 15 days of said
natification. This reimbursement has been done by Enagas
Transporte, S.A.U. on July 23, 2019,

As explained in note 2.4 of the Enagas Group's 2018 Annual
Accounts, in view of the foregoing and as it is necessary to
implement an alternative mechanism to receive the remuneration
for the tasks legally entrusted Enagas Transporte S.A.U. in relation
to this infrastructure, on December 21, 2018, Enagas Transporte,
S.A.U. filed a claim for damages with the Ministry for Ecological
Transition, requesting (i) the right of Enagas Transporte, S.A.U. to
obtain compensation, for the damages sustained as a result of the
administration tasks of the facilities, plus the pertinent legal
interests, (ii) payment of the amounts corresponding to the
remuneration for the costs assumed by Enagas Transporte, S.A.U.,
(iii) the right of Enagas Transporte, S.A.U. to obtain compensation
for the damages that may be caused to it as a consequence of the
tasks of administering the facilities until such time as the Council
of Ministers adopts an agreement that puts an end to the storage
hibernation situation.

According to the legal conclusions of the external and internal
advisors, it Is considered that this damages lawsuit represents a
virtually certain mechanism for recovering the amounts deducted
from the remuneration corresponding to financial year 2017, the
unpaid amounts referring to financial years 2018 and 2019, the
amounts indicated for possible refund in the resolution of July 5,
2019, in relation to the definitive settlements that determines the
remunerations corresponding to the periods 2014, 2015 and 2016,
including any interest and other cost incurred.
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This implies that an account receivable for the right of Enagéds
Transporte, S.A.U., to be paid for the Castor underground storage
administration, must be kept on the balance sheet, the conclusion
being that there is no negative impact on the Group's financial
statements as a result of the judgements of the Constitutional
Court or the Supreme Court referred to above.

In view of the foregoing, on the Consolidated Balance Sheet of the
Enagds Group at June 30, 2019, the account payable under
Current Liabilities has been recorded for the return of the
remuneration received for the 2014, 2015 and 2016 financial
years In the amount of 34,553 thousands of euros As indicated

2.3 Trade and other payables

Trade and other payables 06.30.2019 | 12.31,2018

Debts with related companies 5462 1,704
Rest of suppliers 193,138 144,812
Other creditors 3,845 23,056
Subtotal (Note 3.3.b) 202,445 169,572
Value added tax - - 66 2,121
:ﬁfx ﬁ::];g:rities creditor for withholdings 5,170 32,576
Total 207,681 204,269

2.4 Property, plant, and equipment

The composition and movements of the Property, Plants and
Equipment heading during the first six months of 2019 and
financial year 2018, and the corresponding amortisation and
depreciation, were as follows:

Effect of 1%t
application
of IFRS 16

Opening

2019 balance at

12.31.2018

Increases and
depreciation
for the year
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above, following the update of the claim of pecuniary liability, an
account receivable has been posted in Non-Current Assets. Thus,
the account receivable accumulated for the remuneration pending
receipt, associated with the entrusted tasks of the operation and
maintenance of the Castor underground storage facility at June 30,
2019 amounts to 54,490 thousands of euros (15,177 thousands of
euros at December 31, 2018).

As the estimate of the claims of Enagas Transporte, S.A.U.,
remains highly probable, if the legal assumptions for their
recognition are fulfilled, no material loss will result from this at

June 30, 2019,

Increases or
decreases
due
to transfers

Decreases;
disposals or
reductions

Translation
differences

Perimeter
variations

(3)

Closing
balance at
06.30.2019

Land and buildings 249,230 283,802 191 1 = (451) (81,209) 451,564
Plant and machinery 9,681,043 368,902 1,223 39 = 5,850 (936,557) 9,120,500
Other facilities, tools, and furniture 171,130 3,651 389 142 (6,807) 808 (5,556) 163,757
Prepayments and work in progress 576,027 . 7,764 (182) (153) (226) (8,459) _5“7‘-4,7?1
Capital grants (600,502) = (103) = = = - (600,605)
Total cost 10,076,928 656,355 9,464 - (6,960) 5,981 (1,031,781) 9,709,987
Land and buildings (98,840) (118,364) (7,824) - - (60) 24,605 (200,483)
Plant and machinery (4,988,463) (220,282) (127,609) (809) . (838) 256,081 (5,081,920)
Other facilities, tools, and furniture (72,272) - (3,161) 809 6,684 (748) 3,808 (64,880)
Capital grants 419,220 - 5,427 - = = = 424,647
Total depreciation (4,740,355) (338,646) (133,167) - 6,684 (1,646) 284,494 (4,922,636)
Plant and machinery (13,719) = - - - = - (13,719)
Prepayments and work in progress (84,639) = (3,778) - - - & (88,417)
Total impairment (98,358) - (3,778) - - - - (102,136)
Land and buildings 150,390 165,438 (7,633) 1 - (511) (56,604) 251,081
Plant and machinery 4,678,861 148,620 (126,386) (770) 3 5,012 (680,476) 4,024,861
Other facilities, tools, and furniture 98,858 3,651 (2,772) 951 {123) 60 {1,748) 98,877
Prepayments and work in progress 491,388 = 3,986 (182) (153) (226) (8,459) 486,354
Capital grants (181,282) - 5,324 = “ - - (175,958)
Net carrying amount of property, g 535 535 317,709 (127,481) - (276) 4,335  (747,287) 4,685,215

plant, and equipment

(1)
depreciation (Note 1.9).

“Effect of 1st application of IFRS 16" records the impacts of applying this standard at January 1, 2019, affecting the cost of fixed assets and accumulated

(2)  The depreciation for the year includes an impact due to depreciation of assets arising from the application of IFRS 16, in the amount of 13,625 thousands of

euros (Note 1.9).

(3) “Perimeter variations” includes the effect of accounting for the stake in GNL Quintero through the equity method, amounting to 747,287 thousands of euros, as
a result of the loss of control over the company in February 2019 (Note 1.4).

21




Interim Condensed Consolidated Financial Statements
enagas Enagés Group- Period ended June 30, 2019

Opening Increases and Increases or Decreases, Translation Final balance
bhalance at depreciation for | decreases due disposals or diffaraiehe at
12.31.2017 the year to transfers reductions (1) 12.31.2018

Land and buildings 247,883 1,649 2,377 (6,022) 3,343 249,230
“plant and n;;hlnel:; - . 9,710,631 - 3,749 (68,904) (2,992) 38,559 9,681,043
“Other facili;:;es—, tooE_ar:; iiFrilture 93,295 - _;,560 76,255 (69) 89 171,130
' Prepa;n;nﬁ;a;;\;v-;iﬁp;g-r;s;; Je—— 567,789 17,976 (9,728) (285) 275 576,027

Capital grants (600,387) (552) 5 437 - (600,502)

Total cost 10,019,211 24,382 - (8,931) 42,266 10,076,928

Land and buildings (91,101) (6,771) - - (968) (98,840)

plant and machinery (4,707,005) (270,892) (426) 20 (10,070) (4,988,463)

Other facilities, tools, and furniture (67,798) (4,890) 426 66 (76) (72,272)

Capital grants 408,060 11,160 - - - 419,220

Total depreciation (4,457,934) (271,393) - 86 (11,114) (4,740,355)

Plant and machinery (2) (13,719) & - - = (13,719)

Prepayments and work in progress(2) (46,207) (38,432) = = e (84,639)

Total impairment (59,926) (38,432) - - - (98,358)

Land and buildings 156,782 (5,122) 2,377 (6,022) 2,375 150,390

Plant and machinery 4,989,817 (267,143) (69,330) (2,972) 28,489 4,678,861

Other facilities, tools, and furniture 25,497 (3,330) 76,681 (3) 13 98,858

Prepayments and work in progress 521,582 (20,456) (9,728) (285) 275 491,388

Capital grants (192,327) 10,608 - 437 - (181,282)

Netemiiyingiamount of property. 5,501,351 (285,443) & (8,845) 31,152 5,238,215

plant, and equipment

(1) The decrease entered in "Land and buildings" corresponds mainly to an adjustment in the cost of the land of the Denia Compression Station once the Supreme
Court resolved the dispute that motivated said cost provision. On the other hand, the losses in “Plant and machinery”, mainly represent the settlement of the
provision for fair values of the final section of the Barcelona-Arbds gas pipeline, is pending resolution by the Expropriation Jury, amounting to 2,350 thousands of
euros.

(2) During the financial year 2018, the Enagds Group proceeded to carry out an analysis of both projects and inventories of materials stored in warehouses. After
said analysis, the Group recognized impairment losses on both materials considered obsolete, as well as on those investments made that are most likely not
going to be executed, ameunting to 38,432 thousands of euros.
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There are no mortgages or encumbrances of any type on assets
recorded as plant and machinery.

The Group's policy is to provide sufficient insurance coverage for
its assets so as to avold any significant losses. In addition, the
Group has contracted the corresponding insurance policies to
cover third party civil liabilities.

a) Grants

The capltal grants taken to the Consolidated Income Statement for
the first six months of 2019 amount to 5,427 thousands of euros
(5,580 thousands of euros during the same period in financial year
2018).

b) Other information

With respect to the current situation of the Granadilla (Tenerife)
regasification plant, as well as the El Musel regasification plant, no
changes arose relating to those described in Note 2.4 to the
Consolidated Annual Accounts at December 31, 2018.

Regarding the Castor underground storage facility, the hibernation
situation and the provision of activities entrusted to Enagas
Transporte for said hibernation are maintained, as explained in
Note 2.4 of the Consolidated Annual Accounts 2018 of the Enagas
Group. The remuneration for such services is described in Note
2.2
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2.5 Intangible fixed assets

Increases
Increases or Decreases,;
and decreases | disposals | Translation

Perimeter Closing

7 variations balance at
depreciation due or differences (2) 06,30.2019

faor the year to reductions
transfers

Goodwill ( 1) 188,445 = - 2 946 (163,579) 25,812

Opening
balance at
12.31.2018

Other intangible fixed assets

Development 8,101 32 & 2 = B 8,133
Concessions o 773,561 & - = 4,465 (771,;1;) 6,115
. IT applications 224,134 3,839 - (50) 21 (3,742) 224,202
Other intangible fixed assets 21,964 218 - - 54 (9,329) 12,907
Total cost 1,216,205 4,089 - (50) 5,486 (948,561) 277,169

Other intangible fixed assets

Development (4,125) (402) = - - E: (4,527)-

i Concessions (68,108) (3,847) - - -- (365) 68,270 (4,050)
IT applications (189,041) (6,844) - 29 (19) 3,336 (192,539)
Other intangible fixed assets (10,272) (45) - - (14) 2,522 (7,809)
Total depreciation (271,546) (11,138) - 29 (398) 74,128 (208,925)
Total Goodwill 188,445 L - - 946 (163,579) 25,812
Total Other Intangible Fixed Assets 756,214 (7,049) - (21) 4,142 (710,854) 42,432
Net carrying amount of intangible fixed assets 944,659 (7,049) - (21) 5,088 (874,433) 68,244

(1) Includes the amounts corresponding to goodwill arising in the acquisition of ETN (17,521 thousands of euros) and in the acquisition of control of Gascan (8,291
thousands of euros).

(2) Within “Perimeter variations”, the effect of integrating the GNL Quintero stake through the equity method, amounting to 874,433 thousands of euros, is recorded
as a result of the loss of control over the company dated February 15, 2019 (Note 1.4),

Increases Increases
Increases Decreases, Closing

disposals Translation balance

Opening
balance
at
12,31,2017

due to
changes in
consolidation

or

decreases
due

to transfers

and
depreciation
for the year

or differences 14
reductions 12,31.2018

Goodwill ( 1) 181,704 & # = % 6,741 188,445

Other intangible fixed assets

Development 8,125 - - & (24) - 8,101
Concessions 741,506 244 - - - 31,811 773,561
IT applications (2) 212,944 1 11,937 (874) (26) 152 224,134
Other intangible fixed assets 17,082 = 3,624 874 - 384 21,964
Total cost 1,161,361 245 15,561 - (50) 39,088 1,216,205

Other intangible fixed assets

Development (3,370) = (755) - - - (4,125)
Concessions (43,666) - (22,019) = - (2,423) (68,108)
IT applications (174,569) - (14,337) - - (135) {189,041)
Other intangible fixed assets (9,867) - (305) - = (100) (10,272)
Total depreciation (231,472) - (37,416) - - (2,658) (271,546)
Total Goodwill 181,704 g = = = 6,741 188,445
Total Other Intangible Fixed Assets 748,185 245 (21,855) = (50) 29,689 756,214
Net carrying amount of intangible fixed assets 929,889 245 (21,855) = (50) 36,430 944,659
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(1)  Itincludes the amounts corresponding ta the goodwill arising from the acquisition of ETN (17,521 thousands of euros), from the acquisition of control of Gascan
(8,291 thousands of euros), and goodwill fram the assignment of the purchase price of GNL Quintero (162,633 thousands of euros).

(2)  Among the entries for the year, the most important ones are those related to IT Systems, such as the security software for Industrial systems (1,025 thousands
of euros), the re-engineering of the Orion software (899 thousands of euros), the development of GSMM (906 thousands of euros), the Implementation of the
Capacity Contracting Platform (719 thousands of eures), the implementation of Workday (771 thousands of euros), the start-up of IT services for Saggas (622
thousand), the adaptation of distribution and balance processes te NGTS-06 and NGTS-0, PD-02 and CNMC Reselution (583 thousands of euros) and the

upgrading of IT Infrastructures 2018 (568 thousands of euros).

2.6 Provisions and contingent liabilities

The Directors of the Enagas Group conslider that the provisions
recognized in the accompanying Consolidated Balance Sheet at
June 30, 2019, for litigation and arbitration risk as well as other
risks described in this note are adequate and, in this respect, they
do not expect any additional liabilities to arise other than those
already recorded. Given the nature of the risks covered by these

a) Provisions

provisions, it is not possible to determine a reasonably reliable
schedule of payment dates, if any.

The movement in the balance of the headings “Current provisions” and “*Non-current provisions” during the first six months of financial year

2019 was as follows:

Financial

Current and non-current provisions Opening balance Updates Amounts used Closing balance

Personnel remuneration 1,391 - = 1,391
Other long-term liabilities 905 N (6) = 899
Dismantling 175,585 - 2,405 = 177,990
Total non-current provisions 176,490 1,391 2;;99 - 180,280
Other short-term liabilities 3,369 1,407 - (3,369) 1,407
Total current provisions 3,369 1,407 - (3,369) 1,407
Total current and non-current provisions 179,859 2,798 2,399 (3,369) 181,687

The provisions for dismantling correspond to the underground
storage facilities of Gaviota, Yela and Serrablo, and the Barcelona,
Cartagena, Huelva and Gijon regasification plants under the
current regulatory framework (see Note 2.8.a of the Consolidated
Annual Accounts at December 31, 2018).

The movement for the financial year 2019 corresponds to the
financial update of said provision, an effect that is recorded in
"Financial and Similar Expenses" in the Consolidated Income
Statement.

“Staff Remuneration” includes a total of 356 thousands of euros
corresponding to the accrued part of the Long Term Incentive Plan
(“ILP™) for executive directors and members of the management
team, payable in cash (Note 4.2).

The directors of the Company consider that the provisions
recognized in the accompanying balance sheet for litigation and
arbitration risk as well as other risks described in this note are

2.7 Other non-current liabilities

Other non-current liabilities mainly includes amounts referring to
Gasoducto de Extremadura, S.A. and Gasoducto Al-Andalus, S.A.
correspond to the balances pending application with respect to the
contracts signed with said companies for “gas transmission rights”,
which are consolidated under the proportionate consolidation
method applying the percentage of ownership interest held by
Enagds Transporte, S.A.U. in said companies. This income is
allocated and recognized on a straight-line basis up to 2020, the
year in which the transportation contract terminates.

adequate and, in this respect, they do not expect any additional
liabilities to arise other than those already recorded. Given the
nature of the risks covered by these provisions, it is not possible to
determine a reasonably reliable schedule of payment dates, if any.

b) Contingent liabilities

At June 30, 2019, no circumstances had arisen in the Enagas
Group that may give rise to contingent liabilities.
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Capital structure, financing and financial result

Relevant aspects

Financial leverage

The financial leverage ratio at June 30, 2019 is 61.1%
(61.7% at December 31, 2018).

Equity

The share capital of Enagas at June 30, 2019 was 358
million euros.

No individual or legal entity can invest directly or indirectly
in a proportion in excess of 5% of the share capital of
Enagas, 5.A., nor exercise political rights in this company
above 3% (1% for those subjects who, directly or indirectly,
perform activities in the gas sector). Said limitations are not
applicable to direct or indirect interest held by the public
corporate sector (Note 3.1).

Net financial debt

Net financial debt Is the main indicator used by Management
to measure the Group’s debt level. At June 30, 2019 net
financial debt amounted to 4,117 million euros (4,275 million
euros at year-end 2018) (Note 3.4).

The average annual interest rate until June 30, 2019 for the
Group's net financial debt was 2.3% (2.8% at December 31,
2018). Disregarding the two months that GNL Quintero has
consolidated globally, these costs were 2.1% (1.96% at
closure 2018), an Issue to be considered for the variation in
the Net Financial Debt during financial year 2019 (Note 1.4).

The percentage of fixed rate net financial debt at June 30,
2019 and December 31, 2018 was more than 80%, with the
average debt maturity periods at June 30, 2019 of 5.7 years
(6.1 years at December 31, 2018).

On January 1, 2019, IFRS 16 entered into force (see Note
1.9), under which Enagas Group recorded a financial liability
at that date of 348 million euros. At June 30, 2019, the
liability is 335 million euros.

The main financing operations for the year were:

= On May 17, 2019, Enagas Financiaciones, S.A.U. renewed
the Euro Medium Term Note (EMTN) programme for the
amount of 1,000 million eures, registered in the
Luxembourg Stock Exchange in 2012, with Enagas, S.A. as
guarantor.

= Additionally, on May 20, 2019, Enagas Financiaciones,
S.A.U. renewed the Euro Commercial Paper (ECP)
programme for a maximum amount of 1,000 millien euros,
registered in the Irish Stock Exchange on May 4, 2017,

. Finally, at February 28, 2019 Enagas USA, LLC
concluded the contract of corporate financing amounting
to 460 million dollars with Enagas, S.A. as guarantor,
related to the acquisition of Tallgrass Energy LP.

Available funds

The Group has available funds at June 30, 2019, of 2,552
million euros (2,809 million euros at December 31, 2018)
(Note 3.6).

Derivative financial instruments

The Group arranges cash-flow hedges, fair value hedges, and
net investment hedges. At June 30, 2019, the net fair value of
the Group's derivatives, including assets and liabilities
derivatives, was 56 million euros of liabilities (43 million euros
of liabilities at December 31, 2018) (Note 3.5).

Gasoducto Sur Peruano, S.A. ("GSP")

With respect to the situation arising in connection with the
investment in GSP as a consequence of the termination of the
concession agreement on January 24, 2017, there Is currently
a disagreement between the Peruvian authorities and Enagds
with respect to applying the investment recovery mechanism
established in the GSP concession contract. This entailed the
beginning of an international arbitration by virtue of the
Reciprocal Investment Promotion and Protection Agreement
(hereinafter "APPRI') between Spain and Peru as indicated in
Note 3.3.a presented to the International Centre for
Settlement of Investment Disputes (ICSID) on July 2, 2018,

At June 30, 2019, the total amount to be recovered by GSP
amounted to 405,106 thousands of euros (408,285 thousands
of euros at December 31, 2018) relating to both the recovery
of the financial investment in this company and the credit
rights assoclated with the recovery of the guarantees executed
against the Enagds Group as a result of the termination of the
concession contract In GSP (Note 3.3.a).
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3.1 Total equity

a) Share capital

At June 30, 2019 and at December 31, 2018, the share capital of
Enagas S.A. was 358,101 thousands of euros, represented by
238,734,260 shares with par value of 1.5 euros each, all of the
same class, fully subscribed and paid.

The total shares of the parent company Enagas, S.A. are admitted
for trading on the four Spanish Official Stock Exchanges and are
traded on the continuous market.

At June 30, 2019, no company held more than 5% interest in the
share capital of Enagas, S.A.

At June 30, 2019 and December 31, 2018, the most significant
stake held in the share capital of Enagés, S.A. was broken down as
follows (data obtained from the National Securities Market
Commission (CNMV) (1) at June 30, 2018):

Interest in share capital
(]

-
=
-
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b) Treasury shares

On June 26, 2019, Enagas, S.A. finalized the process for acquiring
treasury shares, until reach 501,946 treasury shares, for an
amount of 9,876 thousands of euros (including related expenses
amounting to 10 thousands of euros) and representing 0.21% of
the entire Group share capital. This acquisition took place within
the framework of the Temporary Share Buy-Back Scheme, whose
exclusive aim was to meet the obligations of delivering shares to
the Executive Directors and members of the Enagds Group
management team under the current remuneration scheme
according to the terms and conditions of the 2019-2021 Long-
Term Incentive Plan and Remuneration Policy approved at the
General Shareholders' Meeting on March 29, 2019, The shares
were purchased Iin compliance with the conditions set out in Article
5 of Regulation EC/2273/2003 and subject to the terms authorised
at the General Shareholders' Meeting held on March 29, 2019.
Management of the Temporary Treasury Share Buy-Back Scheme
was entrusted to Banco Bilbao Vizcaya Argentaria (BBVA), which
carried out the transaction on behalf of Enagas, S.A.
independently and without exercising influence on the process
(Note 4.2).

Sociedad Estatal de Participaciones Industriales 5.000 5.000
Bank of Amerlca Corporation 3.614 3.614 The movement in treasury shares during the six-menth period of
2019 has been as follows:
BlackRock Inc. 3.383 3.383
State Street Corporation 3.008 3.008 e 18 No. of apll:ﬁ.e:tzr:_ls_lp Total
Retall Oeics Aggregate 1.010 1.010 shares 2016-2018 shares
January 1, 2019 307,643
Treasury stack for
(1) Information extracted by the CNMV, obtained at the last notification that remuneration systems 405,084 (210,781) 194,303
each subject obliged to notify sent to the organisation in relation to the June 30, 2019 501,946

provisions of Royal Decree 1362/2007 of October 19 and Circular 2/2007
of December 19.

3.2 Resultand variation in minority interests

Non-

controlling Perimeter _Other

interest Opening variations Dividends | Translation | Distribution adjuistments Closing

holding balance (1) distributed differences of results (2) balance
2019
ETN, S.L. 10% 15,221 = (836) - 532 = 14,917
GNL Quintero, 5.A. 54.6%-0% 358,211 (365,477) - 2,920 4,346 2 E>
Remaining companies 541 36 (70) 24 531
Total 2019 373,973 (365,441) (836) 2,920 4,808 24 15,448
2018
ETN, S.L. 10% 14,978 (786) 1,091 (62) 15,221
GNL Quintero, S.A. 54.6% 353,808 (21,166) 16,051 19,822 (10,304) 358,211
Remaining companies 186 541 (212) 26 541
Total 2018 368,972 541 (21,952) 16,051 20,701 (10,340) 373,973

(1) “Perimeter variations” mainly records the effect of the change in the consolidation method of GNL Quintero, which started to account for its activity using the equity
method in February 2019, having recorded the appropriation of earnings until that time (Note 1.4),

(2) During 2018, “Other adjustments” mainly includes the amounts recorded in the Reserves of the companies due to the effect of the application of IFRS 9 and IFRS
15 at January 1, 2018."
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3.3 Financial assets and liabilities

a) Financial assets

: Fair Value with changes in the
- Amortized cost income statement (*) Total
Categories

06.30.2019 m 06.30,2019 06,30,2019

Loans 95,212 96,753 - = 95,212 96,753
Trade and other receivables (Note 2.2) 189,034 137,125 = - 189,034 137,125
Derivatives (Note 3,5) - - 27,223 22,928 27,223 22,928
Other 415,987 417,345 = - 415,987 417,345
Total non-current financial assets 700,233 651,223 27,223 22,928 727,456 674,151
Loans 2,849 9,160 - - 2,849 9,160
Other - 3,637 - - - 3,637
Total current financial assets 2,849 12,797 & w 2,849 12,797
Total financial assets 703,082 664,020 27,223 22,928 730,305 686,948

(*) In the specific case of those derivatives to which cash flow hedges or net investment are attributed, the accumulated amounts in equity are transferred to the
Consolidated Income Statement in the periods when the covered items affect the Consolidated Income Statement.

The Directors estimate that the fair value of the financial assets at
June 30, 2019 does not differ significantly with respect to their
carrying amount.

Loans

This mainly includes loans granted to group companies
consolidated using the equity method and therefore not eliminated
in the consolidation process, the details of which are as follows:

Non-current credits to related parties (*) 95,511 96,877
Trans Adriatic Pipeline AG FTA + spread July.-2043 & 1,322
Estacién de Compresion Soto La Marina S.A.P.I, de C.V. 5.03% Dec.-2032 51,237 52,329
Gasoducto de Morelos, S.A.P.I. de C.V. 7.50% Sept.-2033 16,800 16,091
Planta de Regasificacion de Sagunto, S.A. Eur6m + Spread June. -2025 26,784 26,785
Gas to Move Transport Solutions, S.L. 1.80% Nov,-2021 690 350

Current loans to related parties 2,849 9,160
Trans Adriatic Pipeline AG ASF + spread July.-2043 = 6,405
Estacion de Compresion Soto La Marina S.A.P.L. de C.V. 5.03% Dec.-2032 2,833 2,743
Planta de Regasificacion de Sagunto, S.A. Eurém + Spread June. -2025 11 12
Gas to Move Transport Solutions, S.L. 1.80% Nov.-2021 5

Total 98,360 106,037

(*) Without the effect of the expected loss, which amounts to 299 thousands of euros at June 30, 2019 (124 thousands of euros at December 31, 2018).
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During financial year 2019, interest charges amounting to 803
thousands of euros were received, mainly from the Soto La Marina
S.A.P.I. de CV Compression Station, amounting to 636 thousands
of euros.’

Others

"Other non-current financial assets”, mainly includes the following:

o the investment made by the Group in Economic Interest
Groups (EIG) amounting 9,745 thousands of euros (7,822
thousands of euros at December 31, 2018) whose activity is
the leasing of assets managed by another entity unrelated to
the Group and which retains both the majority of profits as
well as the risks related to the activities, with the Group only
availing itself of the regulated tax incentives in Spanish
legislation. The Company attributes the tax loss carry
forwards generated by these EIGs against shares and taking
into account the debt registered with the tax authorities,
recognizing the corresponding finance income. The main
change with respect to 2018 is due to the disbursement of
new contributions by Enagas Financiaciones during 2019.

o the investment of 405,106 thousands of euros in GSP at June
30, 2019 (408,285 thousands of euros at December 31,
2018), explained below.

Gasoducto Sur Peruano (“"GSP")

In relation to the investment in Gasoducte Sur Peruano, S.A.
(hereinafter 'GSP'), as indicated in Note 3.3 of the Enagas Group
2018 Consolidated Annual Accounts, dated January 24, 2017, the
Directorate General of Hydrocarbons of the Peruvian Government's
Ministry of Energy and Mines (herelnafter the 'State of Peru') sent
an official letter to GSP stating ‘the termination of the concession
agreement owing to causes attributable to the concession holder’,
in accordance with the terms of Clause 6.7 of the ‘Improvements
to the Energy Security of the Country and the Development of the
Southern Peruvian Pipeline' concession agreement (hereinafter
‘The Project’), because the financial close had not been evidenced
within the period established in the agreement (January 23,
2017), and proceeded to the immediate enforcement of the
totality of the performance bond given by GSP (262.5 million
dollars), which, in the case of Enagas, led to the payment of 65.6
million dollars. Also in January 2017, they paid bank financing
sureties to Enagas amounting to 162 million dollars, including both
principal and interest pending payment, In December 2017, the
process for delivering the Concession Assets held by GSP was
substantially completed with the Peruvian State assuming control
over them.

As a result of the termination of the concession contract, the
Peruvian State had the obligation to apply clause 20 of the
Concession Contract, calculating the Net Carrying Amount
(hereinafter NCA) of the Concession Assets, calling three auctions
to award the Concession, with the auction result being to pay GSP
the NCA, based on the opinion of the external and Internal legal
advisors of Enagas. With the amount that GSP would have
received for the NCA of the Concession Assets, it would have been
able to settle its obligations to third parties and, if possible,
reimburse the capital contributions made by its shareholders, as
explained in the Consolidated Annual Accounts of the Enagas
Group for 2016, 2017 and 2018.

As a result of inaction by the State of Peru in relation to the
aforementioned procedure, on December 19, 2017, Enagds
notified the Peruvian State about the existence of a dispute
relating to the investment in GSP with a view to reaching an
amicable agreement on the terms of article 9.1 of the Agreement
for the Reciprocal Promotion and Protection of APPRI in Spanish
signed by the Republic of Peru and the Kingdom of Spain. This
notification represented the beginning of the six-month period for
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direct contact prior to initiating international arbitration in which
the APPRI acts as the mechanism for recovering the investment in
GSP.

Once the required six months of direct contact between Enagas
and the Peruvian State had elapsed without reaching an amicable
settlement of this dispute, on July 2, 2018, an application for the
initiation of arbitration against the Peruvian State regarding its
investment in GSP was filed with the CIADI.

Through this arbitration procedure, it is expected that the Peruvian
State will reimburse Enagas for its investment in GSP, this being
the mechanism by which the financial assets recorded in the
balance sheet would be recovered.

Thus, it is expected that the Arbitration Court that hears the
arbitration procedure in the CIADI will uphold the arguments of
Enagas, issuing an award recognizing that the Peruvian State has
not protected Enagas' investment under the APPRI and, therefore,
it must compensate it by paying it the value of that investment.

Regarding this procedure before ICSID, on July 18, 2019, the
Arbitral Tribunal was established. Since it has been established,
both parties have been called to an audience to set up the
procedural directions for the arbitration.

The main argument of Enagas is that, if the Peruvian State had
complied with its obligation under the Concession Contract, it
would have calculated the NCA and organised the three auctions,
which it was obliged to do, to award the Concession, and the
proceeds of the auction would have been delivered to GSP, which
would have applied the amount delivered to pay its creditors and
return the capital to its shareholders. The origin of the cascade of
payments is 100% of the NCA, as on January 24, 2018 a year had
transpired without any anncuncement of auctions. The absence of
an auction means that the legal advisors of Enagds believe that it
should be considered that GSP would have received 100% of the
NCA because it was deprived of the possibility of receiving it when
the first auction was not convened. Therefore, starting from the
NCA considered, a certain payments waterfall would have been
applied,

Enagas considers that, taking into account the NCA of the
Concession Assets determined by an independent expert, and also
taking into account the payment waterfall as per the terms of the
insolvency legislation, as well as the contracts between Enagas
and the members of GSP relating to subordination and credit
agreements, if the State had satisfied their obligations, and thus
paid GSP, Enagas would have recovered its investment. At June
30, 2019, the valuation conducted by an independent expert firm,
hired by Enagés, determined an updated NCA value of 1,980
million dollars.

Taking into account this updated NCA, if the payment waterfall
were to be applied to it as per the terms of the insolvency laws,
the subordination and the assignment of credit agreements
entered into by Enagas and its aforementioned partners in GSP,
Enagas would recover the total value of its investment.

In relation to the aforementioned contracts of subordination of
rights and assignment of credits, their effectiveness and form of
application has been questioned successively by the partners of
Enagas in GSP through different arbitration procedures. In this
regard, the arbitrations filed by Odebrecht have were withdrawn in
December 2018, while the arbitration filed by Grafia and Montero
was withdrawn in the second quarter of 2019, Notwithstanding,
there are still arbitral proceedings in process, intervened by Grafia
and Montero, disputing the legitimacy of Enagas to claim for the
credits against GSP, although the external legal advisors of the
Company consider as remote the possibility of that arbitral
proceeding to conclude with a negative consequence for Enagas.
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As regards the arbitration proceedings against the State of Peru,
based on the conclusions determined by the external and internal
legal advisers, the recoverability of the totality of the Enagas
investment in GSP, consisting of receivables in relation to the
aforementioned enforced guarantees to the total of 226.8 million
dollars, interests of 1.8 million dollars, various invoices for
professional services provided to the amount of 7.6 million dollars
and the share capital contributed to GSP for the amount of 275.3
million dollars, is considered likely.

With regard to the recovery period, considering the time it takes to
resolve a dispute of this complexity in international arbitration
proceedings, and the time taken to appoint the Arbitration
Tribunal, the estimated date for the recovery of the investment
made by Enagas in GSP is now considered to be December 31,
2022 from the lodging of the request to the commencement of
arbitration proceedings.

Based on this, the amounts outlined in the preceding paragraph
are recorded at their updated value in the Consclidated Balance
Sheet dated June 30, 2019 for a total amount of 405,106
thousands of euros (408,285 thousands of euros at December 31,
2018), having recorded a finance expense in the income statement
amounting to 5,763 thousands of euros

Other related matters

As indicated in the 2018 annual accounts, in accordance with
Article 9 of Law No. 30737, legal persons and legal entities in the
form of partnerships, consortiums and joint ventures who may
have benefited from the awarding of contracts, or subsequent to
it, jointly with persons who have been convicted or who may have
acknowledged having committed crimes against the public
administration, asset laundering or related crimes, or their
equivalents against the State of Peru, in Peru or abroad are
classified as Category 2, and therefore fall within its scope of
application.

Even without evidence of a criminal conviction or a confession of
the commission of crimes, as required under Article 9 of Law No.
30737, on June 28, 2018, the State of Peru classified Enagas
Internacional on the ‘List of Contracts and Subjects of Category 2
indicating the legal person or legal entity included under Section II
of Law No.30737" in relation to the concession contract awarded to
GSP. The application of the mentioned standard involves different
measures such as setting up an escrow account, reporting
information, the limitation of transfers to other countries or the
preparation of a compliance programme.

The total amount of the trust, estimated at 50% of the total
average net equity, corresponding to its participation in GSP,
confirmed with the Ministry of Justice amounted to 65.5 million
dollars. Currently, the trust agreement with the banks is being
drafted. It will then be submitted to the Ministry of Justice in
accordance with the established deadlines.

In June 2019, Judiciary of Peru approved the Effective
Collaboration Agreement reached between the Odebrecht Group
and the Prosecutor's Office of Peru, the GSP project not being
included as one of projects affected by acts related to corruption.
Likewise, during July 2019, the possible incorporation of this
project was reported by different media outlets in Peru, although
today there Is still no known proven or consistent fact that relates
GSP with corruption, so there would be no reason to execute that
trust agreement.

Moreover, Law no. 30737 also imposes a ban on companies
included on the list from making transfers outside of Peru, which,
based on the conclusions of the external and internal legal
advisers, would only be applicable to investment in GSP,
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notwithstanding a restriction on dividends to pay for the COGA and
TGP societies, also considering that investment in the latter is
protected by the Legal Stabllity Agreement in Peru.

In light of the above, the Enagas Group believes that these
regulation do not have a negative effect on the recovery of
accounts receivable through the arbitration process indicated
above.

Notwithstanding the above comments on the Effective
Collaboration Agreement signed by Odebrecht and the Public
Prosecutor of Peru, regarding the actions of the Office of the
Prosecutor of the Nation of Peru on the investigation of
Odebrecht's activities in Peru and other Investigations carried out
by various bodies of the Peruvian Prosecutor's Office for alleged
crimes that could somehow be related to the award of the project
"Improvements to the country's energy security and development
of the Southern Peru Gas Pipeline", there have been no
developments to date and the situation described in Note 3.3 of
the Annual Accounts of the Enagés Group for the year 2018
remains the same. In that note the existence of two ongoing
investigations was recorded: the first signed with File 321-2014,
relating to aggravated collusion between a former Odebrecht
employee and a public official, whose stage of control and
disencumbrance was resumed on June 28, 2019 once the Supreme
Court's denied the request filed Ad Hoc by the Prosecutor's Office
of Peru to include one of Odebrecht's subsidiaries as a third party
civilian. In this phase it is expected to decide on the opening of
oral proceedings, during the second half of 2019.

Based on the opinions of Enagas external legal advisors for the
Peruvian criminal code, the possibility of sentencing Odebrecht’s
former employee is considered to be remote. In this same case,
the preparatory investigative court has declared the incorporation
of GSP as a liable third party as wrongful.

The second open investigation Is at a preliminary stage at the
prosecutor's office under case 12-2017, in which an employee of
Enagas is among those being investigated. On July 17, 2019, a
report confirming the inclusion of Enagas Internacional S.L.U. in
the investigation was received. Based on the opinion of our
external legal advisors in Peruvian criminal law, there is no
evidence as of current date to suggest that the investigations may
result in a finding against Enagas.

Based on all of the above, the directors of Enagas, in line with the
opinion of their external and internal legal advisers, and of an
independent expert and independent expert accountant, consider
these facts to have no bearing on the estimation for recovery of
the investment in the stake in GSP and the previously mentioned
receivables to the amount of 405,106 thousands of euros
(408,285 thousands of euros at December 31, 2018).

Impairment losses on assets

At the end of June 2019, the impact of the analysis of the
expected loss in accordance with the provisions of IFRS 9 for loans
granted to group companies consolidated by the equity method
and therefore not eliminated in the consolidation process, amounts
to 301 thousands of euros (124 thousands of euros at December
31, 2018).

Furthermore, and except for the recording of the expected loss, as
per IFRS 9, during the first six months of 2019, there were no
additional movements with respect to the provisions which cover
impairment losses of assets held by the Group.
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b) Financial liabilities

Derivatives designated as
hedging instruments

Falr value with changes in

the Profit and Loss, Amortized cost

Total

Categories 06.3 9 | 12,31,2018 06.30.2019 12.31.20 06.30.2019 2,31,2018
gﬁ:’;s withereditinstitutlons:(Nate - - 1,135984 1,077,508 " - 1135984 1,077,508
Debentures and other marketable

securities (Note 3.4) 165,400 162,023 2,921,342 3,876,889 - - 3,086,742 4,038,912
Derlvatives (Note 3.5) = 2 - 68,877 51,158 68,877 51,158
Trade creditors - - 36 40 = 3 36 40
Other financial liabilities (Note 3.4) 15,600 15,600 305,551 5,354 = = 321,151 20,954
Total non-current financial liabilities 181,000 177,623 4,362,913 4,959,791 68,877 51,158 4,612,790 5,188,572
gle:;))ts with credit institutions (Note = " 401,272 285,527 R . 491,272 285,527
Debentures and other marketable _ _ ~ _

securlties (Note 3.4) 13,278 50,618 13,278 50,618
Derivatives (Note 3.5) = = - - 14,311 14,392 14,311 14,392
Trade creditors (*) (Note 2.3) - - 202,445 169,572 = B 202,445 169,572
Other financial liabilities (Note 3.4) - - 259,900 13,849 - = 259,900 13,849
Total current financial liabilities - - 966,895 519,566 14,311 14,392 981,206 533,958
Total financial liabilities 181,000 177,623 5,329,808 5,479,357 83,188 65,550 5,593,996 5,722,530

(*) The detail of “Trade creditors” does not include the Amounts Payable to Public Administrations

3.4 Financial debts

Debentures and other marketable securities 3,100,020 4,089,530
Debts with credit institutions 1,627,256 1,363,035
Other receivables 581,051 34,803
Total financial debts 5,308,327 5,487,368
Non-current financial debts (Note 3.3.b) 4,543,877 5,137,374
Current financial debts (Note 3.3.b) 764,450 349,994

The fair value of debts owed to credit institutions as well as other
debentures and marketable securities at June 30, 2019 and

December 31, 2018 is the following:
_ = On May 17, 2019, Enagas Financlaciones, S.A.U. renewed the

Debts with credit institutions 1,647,190 1,371,792 Euro Medium Term Note (EMTN) programme for the amount of
1,000 million euros, registered in the Luxembourg Stock

Debentures and other marketable

securities djdad 892 4,065,207 Exchange in 2012, with Enagas, S.A. as guarantor.
Falrvalietotal 5,014,682 5,436,992 = Additionally, on May 20, 2019, Enagés Financiaciones, S.A.U.
Carrying amount total 4,727,276 5,452,565 renewed the Euro Commercial Paper (ECP) programme for a

maximum amount of 1,000 million euros, registered in the
Irish Stock Exchange on May 4, 2017,

" —_—— o " » Finally, at February, 28, 2019 Enagas USA, LLC concluded the
a) Debts with credit institutions contract of corporate financing amounting to 460 million

The following are among the most significant events of financial dollars with Enagas, S.A. as guarantor, related to the
year 2019: acquisition of Tallgrass Energy LP.
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At June 30, 2019, the Group had access to credit lines in the
amount of 1,983,695 thousands of euros (1,980,576 thousands of
euros at December 31, 2018), of which 1,620,680 thousands of
euros had not been drawn down (1,637,786 thousands of euros in
2018) (Note 3.6) .

In the opinion of the directors of the Campany, its situation allows
for sufficlent funding to meet possible liquidity requirements in the
short term considering its current obligations.

b) Other receivables

At June 30, 2019, “Other debts” mainly include: the financial
liabllity associated with IFRS 16, on leases (Note 1.9), as well as
the liability for the additional dividend of the parent company
Enagas, S.A. from the profit of financial year 2018 (Note 1.7).

c) Net financial debt

Net financial debt is the main indicator used by Management to
measure the Group’s debt level. It is comprised of gross debt less
cash in hand:

3.5 Derivative financial instruments

The Enagas Group contracts derivative financial instruments to
cover its exposure to financial risk arising from fluctuations of
interest rates and/or exchange rates, and does not use derivative
financial instruments for speculative purposes. All derivative
financial instruments are measured, both initially and
subsequently, at fair value. The differences In fair value are
recognized in the Consolidated Income Statement except in the
case of specific treatment under hedge accounting.

Maturity
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Debts with credit institutions 1,627,256 1,363,035

sD:fuerri]tti:;es and other marketable 3,100,020 4,089,530

- Adjust for amortised cost of Bonds(1) (17,951) (10,300)

Loans from the General Secretariat of S
Industry, General Secretariat of Energy 3,988 3,931

and Oman Oil.

Leases (IFRS 16) (Note 1.4) 334,792 =
Gross financial debt 5,048,105 5,446,196

Cash and cash equivalents (Note 3.6) (931,282) (1,171,543)

Net financial debt 4,116,823 4,274,653

(1) Includes the adjusted figure for the amortised cost of the Enagés Group
AFLAC as well as at December 31, 2018, the GNL Quintero bond.

The detall of the accounting hedging policies and the risk
management policies used by the Enagds Group are described in
Notes 3.6 and 3.7 of 2018 Consolidated Annual Accounts.

Notional contracted Fair value 06.30.2019 Fair value 12.31,2018

Cash flow hedges

Interest rate swap Floating to fixed Dec-19 150,000 (411) (696)
Interest rate swap Floating to fixed Jan-20 150,000 (341) (412)
Interest rate swap Floating to fixed Mar-20 65,000 (259) (479)
Fair value hedge

Cross Currency Swap Fixed to floating Sep-39 147,514 14,130 10,736
Net investment coverage

Cross Currency Swap Fixed to fixed Apr-22 400,291 (77,877) (59,712)
Cross Currency Swap Fixed to fixed May-28 237,499 8,793 7,941
Total 1,150,304 (55,965) (42,622)

3.6 Cash and other cash equivalents

a) Cash and cash equivalents

Treasury 931,282 1,171,543

Total 931,282 1,171,543

“Other liquid assets” includes those deposits that have a maturity
of less than three months.

Generally, the banked cash accrues interest at rates similar to
daily market rates. The deposits maturing in the short term are
easily convertible into cash, and accrue interest at the going
market rates. There are no significant restrictions on the
avallability of cash and bank balances.
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b) Available funds

In order to guarantee liquidity, the Enagds Group has arranged
loans and credit lines which it has not drawn down. Thus, liquidity
available to the Enagas Group is broken down as follows:

Avalilable funds 06.30,2019 | 12,31,2018

Cash and cash equivalents 931,282 1,171,543
Other available funds (Note 3.4) 1,620,680 1,637,786
Total available funds 2,551,962 2,809,329
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4, Other information

Relevant aspects
of euros at June 30, 2019 (3,008 thousands of euros at June

Compensation of the members of the Board of 30, 2018) (Note 4.2).
Directors and Senior Management

. Remuneraf:lon.tu the Board of Dirgcths, without taking into + Remuneration to the Senior Executives, without taking account
account the insurance premium, amounted to 2,805 thousands of insurance premiums, amounted to 2,831 thousands of euros
(2,897 thousands of euros at June 30, 2018) (Note 4.2).

4.1 Related party transactions and balances

Directors and Group employees, Other related
companies or entities patties Wil

06.30.2019

Expenses: = -

Financial expenses = = 5,669 5,669
Services received - 21,937 137 22,074
Other expenses 5,636 - - 5,636
Total Expenses 5,636 21,937 5,806 33,379
Income:

Financial income - 2,240 5 2,245
Provision of services o 5,239 # 5,239
Gains on the sale or derecognition of assets = 3 = 3
Other income - 1,553 - 1,553
Total income - 9,035 5 9,040
06.30.2018

Expenses:

Financial expenses = = 5,269 5,269
Services received - 26,698 589 27,287
Other expenses 5,905 = - 5,905
Total Expenses 5,905 26,698 5,858 38,461
Income:

Financial income = 5,389 20 5,409
Provision of services - 5,648 - 5,648
Gains on the sale or derecognition of assets = 7 - 7
Other income S 1,553 = 1,553
Other income = 12,597 20 12,617

(1) During 2019 and 2018 there were no transactions with significant shareholders as well as those described in the table below.

Significant Group employees, Other related
Dttieritdnsactions shareholders companies or entities parties ate)

06.30.2019

Guarantees for related party debts (Note 1.8) - 506,362 - 506,362
Guarantees granted - other (Note 1.8) ~ 1,311 23,002 24,313
Investment commitments (Note 1.8) - 306,165 306,165
Dividends and other benefits paid (1) 35,099 = = 35,099
12.31.2018

Guarantees for related party debts (Note 1.8) - 452,589 - 452,589
Guarantees granted - other (Note 1.8) - 1,468 22,895 24,363
Investment commitments (Note 1.8) _ 61,592 " 61,592
Dividends and other earnings distributed 56,892 < 5 56,892

(1) The balance is the additional dividend of the 2018 financial year approved at the General Shareholders' Meeting. This dividend was distributed on July 3, 2019.

During the first six months of 2019 and during 2018, the Banco Of the transactions disclosed in the above table, 5,669 thousands
Santander group fulfilled the criteria for consideration as a related of euros of finance expenses correspond to this entity for the first
party. six months of 2019 (5,269 thousands of euros during the same

34




£\
enagas

period in 2018), including finance expenses arising out of the
interest rate hedging contracts, and 14,208 thousands of euros in
guarantees granted on June 30, 2019 (14,158 thousands of euros
at December, 31 2018).

In addition, this banking entity carried out the following
transactions with the Enagas Group:

° The Enagas Group maintains a multi-currency club deal for
financing purposes, in which the related party represents

9.63% of all banks participating in this financing source.
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° During financial year 2018, Enagés S.A. and Enagas
Internacional, S.L.U. took out credit lines for a total amount
of 550,000 thousands of dollars. At June 30, 2019, the same
credit lines were maintained.

. The Directors consider that no additional significant liabilities
will arise in connection with the transactions disclosed in this
note other than those already recognised in the
accompanying Consolidated Balance Sheet.

4.2 Compensation of the members of the Board of Directors and Senior Management

Varlable remuneration 846 865
Remuneration for Board membership 1,121 1,118
Other 88 275
Management 2,831 2,897
Remuneration received B 2,831 2,897

The remuneration of the members of the Board of Directors for
their membership of the Board and those corresponding to the
Chairman and the Chief Executive Officer for the exercise of their
executive functions during the first half of 2019 have been
approved in detail by the General Shareholders' Meeting held on
March 29, 2019 as part of the "Directors’ Remuneration Policy for
the 2019, 2020 and 2021 financial years", approved as item 7 of
the Agenda.

Furthermore, the two executive directors are beneficiaries of the
2016-2018 long-term incentive plan approved by the shareholders
in general meeting on March 18, 2016 under agenda item number
8. During the first semester of financial year 2019, this incentive
was settled under the terms provided by the General
Shareholders' Meeting. As a result of this settlement, a total of
76,428 gross shares were delivered to the two executive Directors,
which they cannot dispose of within two years.

Members of Senior Management (members of the Management
Committee) were equally beneficiaries of the 2016-2018 long-term
incentive plan. Under the terms approved by the Shareholders
Meeting, the settlement of the incentive in the first half of 2019
awarded them 76,676 gross shares and a cash incentive of 708
thousands of euros.

The two executive directors are beneficiaries of the 2019-2021
long-term incentive plan approved by the shareholders in general
meeting on March 29, 2019 under agenda item number 8. In said
meeting, a total of 118,635 rights relating to shares were
assigned. Said rights do not constitute acquisition of shares until
the program finalizes, the final bonus depending on the degree to
which the program objectives have been met.

Members of Senior Management (members of the Management
Committee) are equally beneficiaries of the 2019-2021 long-term
incentive plan. As approved by the shareholders in general
meeting, the Board has assigned them a total of 160,236 rights
relating to shares as well as an Iincentive in cash amounting to 950
thousands of euros. Said rights do not constitute acquisition of
shares or collection of any amounts until the program has
finalized, the final bonus depending on the degree to which the
program objectives have been met.
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Executive Directors and Senior Management form part of the
collective covered by the mixed group insurance policy for pension
commitments.

Share-based payments

On March 29, 2019 the General Shareholders' Meeting of Enagas,
S.A. approved a second cycle of the Long-Term Incentive Plan
(“ILP"), for executive directors and members of the management
team of the Company and its group of companies, with the
objective of (i) encouraging the sustainable achievement of the
objectives of the Enagas Group Strategic Plan, (ii) providing an
opportunity to share the creation of value with shareholders, (iii)
fostering a sense of belonging to the Company, (iv) being
competitive, and (v) aligning with the requirements of institutional
investments, proxy advisors and best practices of Good Corporate
Governance, especially those set out in the recommendations of
the CNMV Code of Good Governance.

The plan consists in an extraordinary mixed multi-year incentive
which will permit the beneficiaries to receive, after a certain period
of time, a bonus payable in (i) Enagés, S.A. shares and (ii) cash;
provided that certain strategic objectives of the Enagas Group are
met.

With respect to the portion payable in shares, the total number to
be delivered will be 501,946 shares, which will come entirely from
the treasury stock of the Company. Likewise, the beneficiaries of
the Plan are not guaranteed any minimum value of the assigned
shares. The cash part of the plan is limited to an estimated
payment of approximately 3.5 million euros should all the
objectives be fully met.

This plan is aimed at persons who, due to their level of
responsibility on their position in the Enagds Group, contribute
decisively to achieving the Company's objectives. The Plan initially
designated 48 beneficiaries, notwithstanding the possibility that
new recruitments due to mobility or professional level changes
may Include new beneficiaries during the measurement period.

The objectives set for the evaluation of the achievement of the
Plan consist of:

. Accumulated results corresponding to the Funds for
Operations ("FFO") of the Enagas Group. This metric
shows the financial soundness and net profit growth,
which are the cornerstones of the Enagas Group
Strategic Plan. This takes into account both the EBITDA
of the regulated business and the dividends received
from the subsidiaries that are not controlled by Enagaés.
It is a benchmark indicator for investors. Fulfilling this
objective will satisfy the Company forecasts for the
distribution of Group, investment and debt amortisation
dividends. It accounts for 25% of the total objectives.
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o Accumulated cash flow received from investees
("Dividend"). This shows the focus on international
growth and a realistic and profitable investment plan as
the cornerstones of the Strategic Plan. It measures the
profitability of the international business compared with
the annual remuneration objective which measures the
year's international investment volume. It accounts for
35% of the total objectives.

o Total shareholder return (hereinafter, "TSR"). To ensure
appropriate, competitive shareholder remuneration. It
takes into account share performance price and the
dividend policy. This objective includes two components,
with a relative amount of 15% each of total objectives:

a) TSR: measured as the achievement of a target
share price at the end of financial year 2021.
The target price was established by
reinvesting the expected dividends of the
share, based on profitability and market
parameters.

b) Relative TSR: relative TSR shall be understood
as the difference (expressed as a percentage)
between the final value of an investment in
ordinary shares and the initial value of that
investment, bearing in mind that the
calculation of said final value will consider
dividends or other similar items (l.e. script
dividends) received by the shareholder for
said investment during the corresponding
period. This metric shall be calculated against
the Comparison Group formed by fifteen
companies.

o Compliance with the Sustalnabllity Plan. It reflects the
company's commitment to creating long-term value in a
responsible way in terms of sccial and environmental
factors. Its proportion of the total objectives will be
10%, and will consist of three indicators:

a) Average reduction of CO2 emissions in the
period 2019-2021 vs. 2018;

b) Increase in the percentage of women on the
Board of Directors, management team and
staff; and

c) Investment associated with the increased
presence of renewable gases in the energy
mix.

As for the measurement period, although it will take place
between January 1, 2019 and December 31, 2021, it will be
settled on the following dates:

a) The beneficiary will receive 50% of the incentive within 30
days of the approval of the annual accounts of financial year
2021 by the General Shareholders' Meeting. This 50% will be
applicable both to the part of the incentive to be received in
shares and to the part to be received in cash;

b) The beneficlary will receive the remaining 50% one year from
the first payment date indicated above.

In this sense, given that the Regulation establishes the obligation
for beneficiaries to continue providing their services to the Enagas
Group until the first payment date to receive 50% of the incentive,
and until the second payment date to receive the remaining 50%,
the Enagas Group divides the estimation of the fair value of the
equity instruments granted into distinct periods, considering both
the objective measurement period (January 1, 2019 to December
31, 2021) and the service conditions established by the period
necessary for the beneficiaries to remain in the company to be
eligible for the remuneration.
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The part to be settled through shares of Enagas, S.A. is considered
a shares-based payment transaction that can be settled in equity
instruments according to IFRS 2, and, accordingly, the fair value
of the services received, as consideration for the equity
instruments granted, is included in the Consolidated Income
Statement at June 30, 2019, under the heading "Personnel
Expenses", in the amount of 1,139 thousands of euros with a
payment to "Other equity instruments" of the balance sheet net
equity at June 30, 2019,

For the valuation of this programme, the Enagds Group used the
Monte-Carlo model, widely used in financial practice for the
valuation of options, in order to include the effect of market
conditions in the valuation of the equity instruments granted. The
fair value of the equity Instruments at the granting date is
adjusted to include the market conditions relating to this plan.
Likewise, the Company takes into account the fact that the
dividends accrued during the plan period are not paid to the
beneficiaries as they do not become shareholders of the Company
until the Company shares have effectively been delivered. The
breakdown and fair value of the shares at the granting date of the
ILP are as follows:

Total shares at the cencession date (1) 501,946
Listing value of the equity instruments at the granting 25,94
date (EUR)

Dividend yield ' 4.77%
Expectéd volatility 16.86%
Discount rate 0.62%

(1) This number of shares reflects the maximum number of shares to be
delivered under the plan, and includes both the possibility of achieving the
maximum degree of fulfilment of objectives established in the plan (125%) as
well as the possibility that new hiring, staff mobility within the Group, or
changes in professional levels, lead to the inclusion of new beneficiaries
during the measurement period.

Likewise, for the cash incentive part, the Enagas Group recorded
provision of services corresponding to this incentive as a personnel
expense in the amount of 356 thousands of euros with credit to
"Provisions" in non-current liabilities of the consolidated balance
sheet at June 30, 2019. As for that part of the plan payable in
shares, the Enagas Group estimates the fair value of the amount
payable in cash on an accrual basis over the plan period (January
1, 2019 to December 31, 2021) as the service conditions
established for the required period to consolidate the
remuneration.
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4.3 Information by segments

a) Primary business segments
Regulated activities - Infrastructure Activity

Gas transmission: Represents the main activity, consisting in the
delivery of gas via its transmission network, comprised of

primary transmission pipelines (with maximum design pressure
equal to or greater than 60 bars) and secondary transmission
pipelines (with maximum design pressure ranging from 16 to 60
bars) up to the distribution points, as owner of most of the gas
transmission network in Spain.

Regasification: The gas is transported from the producing
countries in methane tankers at 160°C below zero in its liquid
state (LNG) and is unloaded at the regasification plants where it is
stored in cryogenic tanks. At these facilities, via a physical process
which normally makes use of seawater vaporizers, the
temperature of the liquefied gas is increased until it is transformed
into its gaseous state, The natural gas is injected into the gas
pipelines for transmission to the whole peninsula.

Storage of gas: The Enagas Group operates the following
underground storage facilities: Serrablo (located between Jaca and
Sabifidnigo - Huesca), Gaviota (offshore storage, located close to
Bermeo - Vizcaya), and Yela (Guadalajara).
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Regulated activities - Technical Manager of the
System Activity

The Enagés Group continued carrying out its functions as Technical
Manager of the System in 2018 in compliance with Royal Decree
6/2000 of June 23 and Royal Decree 949/2001 of August 3 with a
view to guaranteeing continuity and security of supply, as well as
the correct coordination amongst the access, storage,
transmission, and distribution points.

Non-regulated activities

The above activities can be carried out by Enagas, S.A. itself or
through companies with an identical or analogous corporate
purpose in which it holds interest, provided they remain within the
scope and limitations established by legislation applicable to the
hydrocarbons sector. In accordance with said legislation, the
activities related to transmission and technical management of the
system which are of a regulated nature must be carried out by two
subsidiaries entirely owned by Enagés, S.A. (Enagas Transporte,
S.A.U. and Enagés GTS, S.A.U., respectively).

All non-regulated activities, as well as transactions related to
investments in associates and joint ventures, except those
corresponding to BBG, Saggas, and Iniciativas del Gas, S.L.
(“Infrastructures” segment) and MIBGAS (included in the
“Technical System Management” section).

The structure of this information is designed as if each business
line were an autonomous business with its own independent
resources which are distributed based on the assets assigned to
each line in accordance with an internal cost distribution system
by percentages.

Operating income 552,460 580,580 13,266 12,879 64,081 121,608 (31,047) (31,859) 598,760 683,208
Third parties 547,265 576,039 12,148 11,889 32,598 88,079 s - 502,011 676,007
Group 5,195 4,541 1,118 990 31,483 33,529 (31,047) (31,859) 6,749 7,201‘

a";‘;‘égms for amortisation of fixed (126,432) (121,333) (3,368) (3,620) (14,584) (29,877) 79 114 (144,305)  (154,716)

Operating profit 288,602 303,419 i 1,447 343 43,943 56,001 11,666 224 345,658 359,087

e 216 80 1 . 56,090 83,037 i (43,424) (62,671) 12,883 20,446

Financial expenses (12,812) (18,398) (70) (93) (69,285) (72,199) 3,424 12,671 (78,743)  (78,019)

Income tax (67,471) (68,854) (345) (63) 14,177 4,951 (2,009) (53)  (55,648)  (64,019)

Net profit 208,019 215,687 1,033 187 37,356 53,797 (30,343) (49,829) 216,065 219,842

(1) "Adjustments" includes the eliminations of inter-company transactions (rendering of services and credit granted).

The breakdown of operating income by segment, with the breakdown according to IFRS 15 of income from customer contracts for 2019, is as
follows:

IFRS 15 m Mananamant Other activities Adjustments (1) Total Group

[ 2010 | 2018 | 2010 | 2018 | 2010 | 2018 | 2010 | 2018 | 2019

Operating income

Operating income 552,460 580,580 13,266 12,879 64,081 121,608 (31,047) (31,859) 598,760 683,208
Revenue from

contracts with 26,597 29,284 2 1 2,534 88,150 - - 29,133 117,435
customers -

Third parties 17,608 17,700 - - 1,235 86,250 - - 18,843 103,950

Group 8,989 11,584 2 1 1,269 1,900 - - 10,290 13,485

. Others 525,863 551,296 13,264 12,878 61,547 33,458  (31,047) (31,859) 569,627 565,773

Third parties 529,657 558,339 12,148 11,889 31,363 1,828 - - 573,168 572,057

Group (3,794) (7,043) 1,116 989 30,184 31,629 (31,047) (31,859) (3,541) (6,284)
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Technlcal Systems
Management

Infrastructures
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Non-regulated activities Adjustments (1) Total Graup

BALANCE SHEET 06.30.2019 m 06.30.2019 m 06,30.2019 m 06,30.2019 m 06,30.2019 | 12,31,2018

Total assets 5,863,126 5,517,489 104,275 85,567 7,055,135 8,407,901  (4,326,538)  (4,484,755) 8,695,998 9,526,202

Acquisition of fixed assets 9,781 16,799 1,704 5,000 2,068 19,070 (129) 13,553 40,740

Non-current liabllities (2) 422,101 439,403 1,285 (1,398) (568) 284,955 (614) (458) 422,204 722,502
- Deferred tax liabilities 180,135 194,145 1,171 (1,398) (1,732) 284,476 (614) (458) 178,960 476,765
- Provisions 179,002 176,011 114 - 1,164 479 e = 180,280 176,490
- Other non-current liabilities 62,964 69,247 - - -

Current liabilities (2) 238,023 496,674 77,731 64,213 21,596 73,583 (129,669) (430,201) 207,681 204,269
-Trade and other payables 238,022 496,674 77,731 64,213 21,596 73,583 (129,669) (430,201) 207,681 204,269

(1) "Adjustments” includes the eliminations of inter-company transactions (rendering of services and credit granted) as well as the elimination of Investments-

Shareholders equity.

(2) This does not include financial liabilities nor does it include current tax liabilities.

b) Segments by geographical information

The majority of companies in the Enagas Group operating outside
Europe were consolidated under the equity method, with the
corresponding expenses and income thus recognized under
“Profit/(loss) from investments consolidated under the equity
method” in the Consolidated Income Statement. In view of this,
the information relating to gecgraphical markets is based on net
result.

The distribution of profit at June 30, 2019 and June 30, 2018,
broken down by geographical markets, is as follows:

4.4 Subsequent events

From June 30, 2019 the following subsequent events took place:

On July 3, 2019, Enagas S.A. distributed a gross dividend per
share of 0.918 euros, in addition to the dividend of 0.612 euros
gross per share already paid in December 2018, also charged to
the 2018 results, Thus, the total gross dividend for financial year
2018 was 1.53 euros per share.

On July 5, 2019, the National Markets and Competition
Commission ("CNMC") started the administrative procedure of the
regulatory circulars that under RD-Law 1/2019 must regulate the
remuneration of transmission and regasification activity from
January 1, 2021 until December 31, 2026 (except for the
Technical System Manager, that concludes on December, 31
2023), The administrative procedure begins with said publication.
It involves a series of procedures and reports that the CNMC must
follow before the final approval of these circulars, with the
participation In the process of the gas sector companies and other
stakeholders as well as the relevant public authorities. Specifically,
companies in the gas sector and other stakeholders may make the
claims they deem appropriate in the defence of their interests, of
the legality and proper functioning of the gas system by August 9,
2019. According to the tentative calendar published by the CNMC,
the administrative procedure will conclude in the month of
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November 2019, notwithstanding that once approved, these
circulars must be subject to further development before their
effective application as of January 1, 2021,

Enagds is currently undertaking an in-depth study of the content
of the proposals of circulars issued for public information today
and will make use of the right that the law grants it to make the
claims and improvement proposals that best represent its
interests, those of its shareholders and those of the gas system.
The company will devote special attention to those elements that
may not fit the appropriate methodological and profitability
parameters.

On July 24, 2019, the approval of the Committee on Foreign
Investment in the United States (CFIUS) has been obtained, so in
following days Enagéas Group will increase its stake in Prairie Group
by 3.52% (See Notes 1.4 and 1.8).

In relation to the JPY 20,000 million bond, whose fair value at June
30, 2019 was 165 million euros, hedged in turn with a CCS whose
fair value was 14 million euros at June 30, 2019, and that have a
fair value hedging relationship described in Note 3.6 of the 2018
Annual Accounts, dated July 25, 2019, the counterpart of the
hedge, in accordance with the contractually established option,

has announced the early cancellation of the CCS at its par value.
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Furthermore, on July 25, 2019, the Enagas Group reported the
triggering of the contractually established contract cancellation
clause. Both early cancellations will involve the exchange of
nominals on September 17, 2019.

4.5 Explanation added for translation to English

There abridged financial statements are presented on the basis of
the regulatory financial reporting framework applicable to the
Company In Spain (Note 1.2). Certain accounting practices
applied by the Company that conform with that regulatory
framework may not conform with other generally accepted
accounting principles and rules.
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Annex L. Regulatory framework

Annex I1I of the report of the Consolidated Annual Accounts of
the Group for financial year December 31, 2018, establishes the
regulatory framework in force to date, The main regulatory
updates during the first semester of financial year 2019 were the
following:

1. Supranational regulations

Delegated Regulation (EU) 2019/254 of November 9, 2018
of the Commission on the adaptaticn of Annex IIT to Regulation
(EU) 1315/2013 of the European Parliament and of the Council on
the Union's guidelines for the development of the Trans-European
transport network.

Delegated Decision (EU) 2019/708 of the Commission of
February 15, 2019 completing Directive 2003/87 / EC of the
European Parliament and of the Council regarding the determination
of the sectors and subsectors considered at risk of carbon leakage
for the period 2021-2030.

Delegated Regulation (EU) 2019/318 of the Commission of
February 19, 2019, amending Regulation (EU) No 2017/2400 of
Directive 2007/46/EC of the European Parliament and of the Council
with regard the measurement of CO2 emissions and the
consumption of fuel by heavy vehicles.

Commission Delegated Regulation (EU) 2019/331 of
December 19, 2018, determining the transitional rules of the
Union for the harmonization of the free allocation of emission rights
in accordance with Article 10 bis of Directive 2003/87/CE of the
European Parliament and of the Council.

Decision (EU) 2019/504 of the European Parliament and of
the Council of March 19, 2019 amending Directive 2012/27 / EU
on energy efficiency and Regulation (EU) 2018/1999 on the
governance of the Union of Energy and Climate Action, because of
the withdrawal of the United Kingdom of Great Britain and Northern
Ireland from the Union.

Commission Recommendation (EU) 2019/553 of April 3,
2019, on cybersecurity in the energy sector.

Directive (EU) 2019/692 of the European Parliament and of
the Council of April 17, 2019, amending Directive 2009/73/EC
on commeon rules for the natural gas internal market.

Regulation (EU) 2019/631 of the European Parliament and
of the Council of April 17, 2019 laying down standards of
behaviour for the CO2 emissions of new cars and new light
commercial vehicles, and repealing Regulations (EC) 443/2009 and
(EU) 510/2011.

Commission communication of May 16, 2019 on the publication
of the total amount of emission rights in circulation in 2018 for the
purposes of the market stability reserve under the EU emission
rights trading regime created through the Directive 2003/87/EC.

Regulation (EU) 2019/941 of the European Parliament and
of the Council of June 5, 2019 on preparing for risks In the
electricity sector and repealing Directive 2005/89/EC

Regulation (EU) 2019/942 of the European Parliament and
of the Council of June 5, 2019 establishing the European Union
Agency for the Cooperation of Energy Regulators.

Regulation (EU) 2019/943 of the European Parliament and
of the Council of June 5, 2019 on the internal electricity market

Directive (EU) 2019/944 of the European Parliament and of
the Council of June 5, 2019 on common standards for the internal
electricity market, amending Directive 2012/27/EU
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Communication from the Commission to the European
Parliament, the Council, the European Economic and Social
Committee and the Committee of the Regions (06.18.2019)
United in delivering the Energy Union and Climate Action - Setting
the foundations for a successful clean energy transition.

Commission recommendation of June 18, 2019 on the draft
Integrated National Energy and Climate Plan of Spain for the period
2021-2030,

2. Spanish Regulation

In relation to the general framework of the gas
system and its facilities

Resolution of March 22, 2019, of the Directorate General of
Energy Policy and Mines, publishing the natural gas tariff of last
resort.

TEC Order / 406/2019, of April 5, establishing guidelines for
energy policy for the National Markets and Competition
Commission.

CNMC publication of February 20, 2019 of the calendar of the
Circulars of a regulatory nature that may influence aspects of
energy policy whose processing is planned to start in 2019

Resolution of February 13, 2019, of the Congress of Deputies,
ordering the publication of the Agreement for the Validation of Royal
Decree-Law 1/2019, of January 11, on urgent measures to adapt
the powers of the National Markets and Competition Commissicn to
the requirements arising from EU law In relation to Directives
2009/72/EC and 2009/73/EC of the European Parliament and of the
Council of July 13, 2009 on common rules for the electricity and
natural gas internal market.

Royal Decree-Law 1/2019, of January 11, 2019, on urgent
measures to adapt the powers of the National Markets and
Competition Commission to the requirements arising from EU law in
relation to Directives 2009/72/EC and 2009/73/EC of the European
Parliament and of the Council of July 13, 2009 on commen rules for
the electricity and natural gas internal market.

In relation to the operation of the gas system

Resolution of June 5, 2019, of the Directorate General of Energy
Policy and Mines, amending the resolution of July 25, 2006,
regulating the conditions of allocation and the procedure for
application of interruptibility in the gas system.

Resolution of March 22, 2019, of the Directorate General of
Energy Policy and Mines, publishing the natural gas tariff of last
resort.

Resolution of February 15, 2019, of the Directorate General of
Energy Policy and Mines, amending the system technical
management regulation and detall protocols.
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ENAGAS GROUP MANAGEMENT REPORT

Evolution of the Group in the first half of 2019

The net profit at the end of the first half of 2019 was 216,065
thousands of euros, a decrease of 1.7%, compared to the
same period of the previous year. Disregarding the effect of
the change in accounting of GNL Quintero, S.A., the variation
in net profit was a decrease of 3.2%.

Total Group revenues at June 30, 2019 were 598,760
thousands of euros, with a net turnover of 584,012
thousands of euros.

The Enagas Group's investments during the first half of 2019
amount to 647,184 thousands of euros, of which 24,408
thousand were allocated to investments nationwide. The rest
of the investments, in the international sphere, are mainly
due to those related to Tallgrass Energy LP.

Enagas S.A. share capital rose to 358,101 thousands of
euros, represented by 238,734,260 shares at a nominal value
of 1.50 euros each, all of the same category, fully subscribed
and paid up, admitted for trading on the Spanish Official
Stock Exchange and traded on the continuous market.

Order IET/1367/2018 of December 20, 2018, which
establishes the fees and payments tied to third-party access
to gas facilities and compensation for regulated activities for
2019,

Continued expansion and improvement to regasification,
transmission and storage facilities took place in the first half
of 2019 to adapt them to the needs of future demand
forecasts.

Enagas gas infrastructure

At June 30, 2019, the Enagas Group gas infrastructure

comprising the natural gas network were as follows:

Spain:

® Nearly 11,000 kilometres of gas pipelines throughout
Spain.

° Three underground storage facilities: Serrablo
(Huesca), Yela (Guadalajara) and Gaviota (Vizcaya).

. Four regasification plants: Cartagena, Huelva,
Barcelona and Gijon.

. It also owns 50% of the Regasification Plant BBG
(Bilbao) and 72.5% of the Sagunto plant (Valencia).

Chile:

o Enagas has an indirect 45.4% stake in GNL Quintero.
This stake, once the corporate purpose and the
Terminal Bahia de Quintero SpA shareholders'
agreement was amended, changed to accounting by
the equity method. The change in corporate purpose
highlights the message that, for Enagas, Chile is a key
country in its strategy and GNL Quintero is an asset to
which it is committed in the long term.

Mexico:

. Enagds owns a 50% stake in the Soto La Marina
Compression Station, a 50% stake in the Morelos
Pipeline and a 40% stake in the Altamira Plant.

Greece, Albania and Italy:

. Enagds has a 16% holding in the company that is
developing the Trans Adriatic Pipeline (TAP) project,
which consists of the construction of a pipeline to
connect Turkey with Italy via Greece and Albania, and
which is considered a Project of Common Interest (PCI)
by the European Union.

. Since the previous year, Enagas has been part of a
consortium (holding 20%), together with Snam (60%)
and Fluxys (20%), which together acquired 66% of
DESFA, Greece's natural gas transmission operator.

Peru:

o Enagds possesses a 51% stake in the Compafiia de Gas
de Amazonas, S.A.C. (COGA), which is responsible for
the operation and maintenance of Transportadora de
Gas del Per( infrastructure.

. Additionally, the Group holds a 28.94% stake in the
company Transportadora de Gas del Peri (TgP), whose
assets comprise Sistema de Transporte de Gas Natural,
with pipelines running from Camisea to Lurin, and
Transporte de Liquidos de Gas Natural, whose pipelines
run from Camisea to the coast.

USA:

o On March 11, 2019, Enagas concluded the acquisition
of a stake in Tallgrass Energy LP, in which it held
11.06% at the end of June 2019. This operation fits
with Enagas' strategy of investing in core business
assets in stable markets with growth opportunities,
identified as priorities in its Strategic Plan, maintaining
strict investment criteria.
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Tallgrass Energy LP is an American energy
infrastructure company, founded in 2012. It owns three
interstate pipelines regulated by the Federal Energy
Regulatory Commission (FERC), with a total of 11,000
km of transmission pipelines, 2,400 km of gas
extraction pipelines and a 1,300 km oil pipeline.

The US is the market with the greatest growth
opportunities in the world for midstream infrastructure.
Specifically, Tallgrass has a portfolio of future projects in
the American market in which Enagds could invest, and
has a broad customer base and take or pay contracts,
which enable a sustainable dividend and EBITDA to be
achieved.

Significant aspects of the six months ending
on June 30, 2019

Operating highlights
The demand for national gas reached 195.5 TWh, 9,4%
higher than in the first half of 2018, mainly due to increased
delivery of gas for electricity generation (+ 65.7%) and an
increase in industrial consumption (+3.8 %). The rise in
natural gas demand for the electricity sector is due to lower
hydroelectricity production and a reduction in the use of coal.
On the other hand, the increase in industrial consumption
occurred in all activity sectors, especially services and paper.

Main investments

The following investments made during the first half of 2019
are highlighted:

o The investment in Tallgrass Energy LP, amounting to
589,770 thousands of dollars, and the investment of
another 99,600 thousands of dollars in another of the
holding companies, through which the acquisition of the
investment was implemented.

o Investments were made in regasification, transmission
and storage facilities, with the aim of expanding and
improving them to adapt to future demand forecasts
amounting to 17,857 thousands of euros.

General Shareholders’ Meeting

The General Shareholders' Meeting of Enagas was held on
March 29, 2019. During the meeting, the 2018 Annual
Accounts and Management Report of both Enagas S.A and
the consolidated group were approved, in addition to the
distribution of Enagas S.A. profits from 2018, including the
distribution of a complementary gross dividend of 0.918
euros per share.

Long-Term Incentive Plan
On April 1, 2019, the Long-Term Incentive 2016-2018 was
settled.

On the other hand, on June 26, 2019, Enagas, S.A. finalized
the process for acquiring treasury shares, until reach 501,946
treasury shares, for an amount of 9,866 thousands of euros
(including related expenses amounting to 10 thousands of
euros) and representing 0.21% of the entire Group share
capltal. This acquisition took place within the framework of
the “Temporary Share Buy-Back Scheme”, whose exclusive
aim was to meet the obligations of delivering shares to the
Execulive Directors and members of the Enagas Group
management team under the current remuneration scheme
according to the terms and conditions of the 2019-2021
Long-Term Incentive Plan and Remuneration Policy approved
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at the General Shareholders' Meeting on March 29, 2019. The
shares were purchased in compliance with the conditions set
out in Article 5 of Regulation EC/2273/2003 and subject to
the terms authorised at the General Shareholders' Meeting
held on March 29, 2019. Management of the Temporary
Share Buy-Back Scheme was entrusted to Banco Bilbao
Vizcaya Argentaria (BBVA), which carried out the transaction
on behalf of Enagas, S.A. independently and without
exercising influence on the process.

Treasury shares

On June 26, 2019, within the Temporary Share Buy-Back
Scheme, Enagas, S.A. finalized the process for acquiring
treasury shares, until reach 501,946 treasury shares,
representing 0.21% of the entire Group share capital for an
amount of 9,876 thousands of euros (including related
expenses amounting to 10 thousands of euros)(Notes 3.1).

Events after the reporting period

From June 30, 2019 the following subsequent events took
place:

On July 3, 2019, Enagas S.A. distributed a gross dividend per
share of 0,918 euros, in addition to the dividend of 0.612
euros gross per share already paid in December 2018, also
charged to the 2018 results. Thus, the total gross dividend
for financial year 2018 was 1.53 euros per share.

On July 5, 2019, the National Markets and Competition
Commission ("CNMC”) started the administrative procedure of
the regulatory circulars that under RD-Law 1/2019 must
regulate the remuneration of transmission and regasification
activity from January 1, 2021 until December 31, 2026
(except for the Technical Manager that concludes on
December 31, 2023). The administrative procedure begins
with said publication. It involves a series of procedures and
reports that the CNMC must follow before the final approval
of these circulars, with the participation in the process of the
gas sector companies and other stakeholders as well as the
relevant public authorities. Specifically, companies in the gas
sector and other stakeholders may make the claims they
deem appropriate in the defence of their interests, of the
legality and proper functioning of the gas system by August
9, 2019. According to the tentative calendar published by the
CNMC, the administrative procedure will conclude in the
month of November 2019, notwithstanding that once
approved, these circulars must be subject to further
development before their effective application as of January
1, 2021.

Enagas is currently undertaking an in-depth study of the
content of the proposals of circulars issued for public
information today and will make use of the right that the law
grants it to make the claims and improvement proposals that
best represent its interests, those of its shareholders and
those of the gas system. The company will devote special
attention to those elements that may not fit the appropriate
methodological and profitability parameters.

On July 24, 2019, the approval of the Committee on Foreign
Investment in the United States (CFIUS) has been obtained,
so in following days Enagas Group will increase its stake in
Prairie Group by 3.52%.

In relation to the JPY 20,000 million bond, whose fair value at
June 30, 2019 was 165 million euros, hedged in turn with a
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CCS whose fair value was 14 million euros at June 30, 2019,
and that have a fair value hedging relationship described in
Note 3.6 of the 2018 Annual Accounts, dated July 25, 2019,
the counterpart of the hedge, in accordance with the
contractually established option, has announced the early
cancellation of the CCS at its par value.

Furthermore, on July 25, 2019, the Enagas Group reported
the triggering of the contractually established contract
cancellation clause. Both early cancellations will involve the
exchange of nominals on September 17, 2019.
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On July 29, 2019, the Board of Directors of Enagés, S.A., for purposes of article 119 of the revised text of the Securities
Market Law, approved by Royal Legislative Decree 4/2015, of October 23, prepared the Interim Condensed Consolidated
Financial Statement and Interim Management Report at June 30, 2019, consisting of the accompanying documents and
duly signed on all pages by the Secretary and stamped with the Company seal.

DECLARATION OF PERSONS RESPONSIBLE Far purposes of the stipulations in number 3 of said article 119 of the
Securities Market Law and article 11 of Royal Decree 1362/2007, of October 19, the signing directors declare that, to the
best of their knowledge, the Interim Condensed Consolidated Financial Statement, prepared in accordance with the
applicable accounting principles, provide a fair view of the Group's equity, financial situation, and results, and that the interim
management report includes a fair analysis of the business results, performance, and position of the Group, together with a
description of the main risks and uncertainties to which it is exposed. In addition, the signing directors declare that to the
best of their knowledge, the directors who did not sign did not manifest their disagreement with the Interim Condensed
Consolidated Financial Statement and Interim Management Report.

President CEO

(Signed the original in Spanish) (Signed the original in Spanish)
D. Antonio Llardén Carratala D. Marceline Oreja Arburta
Board Members

(Signed the original in Spanish) (Signed the original in Spanish)

Sociedad Estatal de Participaciones Industriales-SEPI D Antonio Hernandez Mancha
(Represented by D. Bartolomé Lora Toro)
(Signed the original in Spanish) (Signed the original in Spanish)

D. Santiago Ferrer Costa D?* Ana Palacio Vallelersundi

(Signed the original in Spanish)
D. Martf Parellada Sabata
(Signed the original in Spanish)
D. Luis Garcia del Rio

(Signed the original in Spanish)

D. Gonzalo Solana Gonzélez

(Signed the original in Spanish)

D. Ignacio Grangel Vicente

Secretary to the Board

(Signed the original in Spanish)

D. Rafael Piqueras Bautista

(Signed the original in Spanish)
D?. Patricia Urbez Sanz

(Signed the original in Spanish)
Dfia. Rosa Rodriguez Diaz
(Signed the original in Spanish)

Diia. Isabel Tocino Biscarolasaga




