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OF CONTROL OF GALPENERGIA’'S NATURAL GAS
BUSINESS

In the context of the reorganization of the Portuguese
energy sector leading to the integration of the electricity
and gas businesses and following the framework agreement
reached with Eni, S.p.A. ("Eni”), on the 6th February 2004,
EDP yesterday concluded the following agreements that will
ultimately result in the acquisition of the majority of the gas
business from Galp Energia SGPA, S.A. ("Galp”):

e A sale and purchase agreement for the entire share
capital of GDP, SGPS, S.A. (taking on all assets
associated with the natural gas business owned by Galp),
between EDP, Eni and the Portuguese electricity grid
operator REN-Rede Eléctrica Nacional, S.A. (“REN”) as
buyers and Galp as seller, in the following initial
percentages: EDP 33.34%; Eni Portugal Investment
33.33%; REN 33.33%. The direct entry of the above
mentioned companies into the natural gas business is
based on a reference value of 1.2 thousand million Euros
(equity value), estimating that the allocated debt to this
business is of approximately 1.1 thousand million Euros.
The transaction will involve the payment to Galp by each
buyer of 400 million Euros, upon completion of the GDP

acquisition.

e A shareholders’ agreement between EDP, Eni and REN
setting forth (i) the rules governing REN’s temporary

participation, until its exit from the share capital of GDP,
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which should take place after a 12 month period starting from the date of
completion of the GDP acquisition and (ii) the mechanism for that exit, through the
transfer of the high-pressure natural gas network (“*Network”) to REN in exchange
for its stake in GDP. The reference value for the assets for the purpose of this
transfer is of 738 million Euros (equity value of 405 million Euros), subject to an
additional payment to GDP for the difference between the valuation of the Network,
if higher than the reference value, and the reference value. Following the exit of
REN, GDP s share capital will be held 51% by EDP and 49% by Eni.

e A shareholders’ agreement between EDP and Eni that will regulate the joint
management of GDP and the terms of collaboration between the two
shareholders, as well as other relevant issues associated with the governance of
the company, namely, exit clauses in case of a unsurpassable deadlock in the
decision making process of the company, with EDP having a call option over the
entire Eni stake in GDP. In the case that EDP does not exercise this option, Eni

shall have an option of identical nature.

e An agreement between EDP and Parpublica - Participacdes Publicas, SGPS, S.A.
(“Parpublica”), which foresees the mechanisms for EDP to exit the share capital
of Galp, in order to concentrate its activities exclusively in the gas business. In
this respect, Parpublica has, from this date, the right to purchase the 14.27%
stake held by EDP in Galp, for 457.2 million Euros and EDP shall have the right
to sell its stake in Galp to Parpublica for the same value, plus carrying costs.

The conclusion of this transaction and the implementation of the operations
foreseen in the aforementioned contracts shall, in any case, be dependent on
specific conditions precedent including the approval of the relevant anti-trust

authorities.

The implementation of the transaction described above represents a major step
towards the fulfilment of a previously announced objective, namely the exit from
the oil sector, through the sale of its minority financial stake in Galp, and the

integration in the same organization of the gas and electricity businesses, at no
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additional net financial cost. For EDP, the combination of these two businesses will
enable it to strengthen its competitive position in light of market liberalization and

the integration of the Portuguese and Spanish energy markets.

In addition, this strategic model will enable the combined offer of gas and
electricity, with clear advantages in the improvement of service provided to
consumers, as well as increasing flexibility in the access to, and management of,
natural gas supply contracts considered to be of significant importance in
increasing the competitiveness of new installed capacity in the Iberian electricity

market.
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