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= """ The Global Environment @) IBERDROLA

A complex macro environment...

s \

GDP CAGR (2012-2014) 5% 7

2%

Brazil +3.2% -1%
Mexico +3.6%

_ J 2% -

N
. /\/

Source: IMF 3
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The electricity sector is an important driver of the economy...

Contribution of the European electricity sector

% EU GDP 5%
Annual Investment Eur 50 Bn
Employment 750,000
direct jobs

... and is ready to continue playing this role

using only private capital
|___Source: Eurostat and Eurelectric 4
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The Electricity Sector

@) IBERDROLA

However, the sector is being affected by regulatory uncertainty,

particularly in the Euro zone

Lack of a clear
energy policy

Unstable and
unpredictable
regulatory frameworks

Increasing
taxation
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Regulatory Outlook

@) IBERDROLA

Energy Policy

Regulation must pursue

a transparent and objective model defined ex-ante

o Which energy sources do we want to use?
e How much are we willing to pay for it?

o Approved investment plans
* Recognised expenses + efficiency sharing mechanism
¢ Objective, transparent and secure returns

Generation
& Supply

e Competitive market with no political intervention

¢ Elimination of externalities and discriminatory taxation

¢ Definition of remuneration for backup technologies
(capacity payments)

ELENET [

* Reasonable and predictable returns
e Cost efficient technologies

e Rational
planning

o Stable
employment

o Efficiency
improvements

* No legal
actions

e Lower
financial costs

Most countries follow these guidelines
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Regulatory Outlook - Spain €U0 IBERDROLA

Spain has traditionally had an ex-post model,

requiring reactive decisions...

Investments and costs are adjusted
in response to changes in the framework

Resulting in considerable litigation

Negative impact on auxiliary industry
(initiated and discontinuous procurements)

Jeopardizing stable employment

More difficult access to capital markets
and higher financial costs

... but current Government plans to change it to an ex-ante model\
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Regulatory Outlook - Spain €U0 IBERDROLA

Government intends to modify the Electricity Act to attain?...

An objective, transparent and stable
regulatory framework

Homogeneous treatment of all generation technologies

Reasonable returns for renewable energies

New remuneration scheme for regulated activities
(distribution and transmission)

Further liberalisation

... in order to eliminate the Tariff Deficit and to reach an economically and

environmentally sustainable electricity system, with a balanced energy mix
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= """ 2012-2014 Strategic Pillars @i IBERDROLA

Iberdrola reaffirms its strategic pillars

Investments lower than
cash flow generation

Debt reduction

Strong liquidity position Focus on core businesses

Solvency ratios improvement Divest non strategic assets

Low exchange rate

and interest rate risk Continue improving efficiency

G oy
|

== "' 2012-2014 Strategic Approach @) IBERDROLA

Preparing the Company
for the next phase of economic growth

TLOOK
12/14

Investment Criteria

Security ‘ Profitability

Execution
period

Focused on Balance sheet
regulated business strengthening

10
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Businesses

@) IBERDROLA

All businesses must generate positive cash flows...

Generation
& Supply

Renewables

¢ Investments allocated by country according to
regulatory frameworks

¢ Adjusting plant operations to the country’s framework
 Preparing sites for future growth opportunities
¢ Optimising efficiency in O&M

* Concentrating presence in core countries
¢ Iberdrola’s first offshore wind farm to start operation

... and maximise efficiency
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Countries

@) IBERDROLA

Focus on the Atlantic Area, prioritising investments

according to economic and regulatory conditions

¢ Growth in transmission activities (RIIO-T1) up to 2021
¢ Negotiating new distribution framework (RII0-ED1) up to 2023
¢ Optimising existing regulatory framework (DPCR5 and RIIO-T1)

* Preparing for future growth opportunities in generation and in on-
and offshore wind projects

¢ Growth in medium-term transmission activities
* Optimising efficiency sharing mechanism up to 2014
* Geographic concentration in renewables

Spain

Re-alignment

¢ Revising investments and costs according to the amended regulatory
framework

¢ Optimising operation and maintenance of generation plants
¢ Maximising efficiency

Latin
America

Growth

e Brazil:

¢ Growth in distribution, transmission and regulated generation
(hydro and renewables)

Mexico: medium term opportunities from further opening of sector

12
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2012-2014 Financial Projections

Qlonclusion )

= " 2012-2014 Outlook @) ecroroLn
General hypotheses

Energy prices 2013 and 2014 forward prices in European markets

\

Demand Evolution in line with GDP by country

\

el } Consistent with the International Energy Agency

prices

\

Exchange rates . .
g In line with market consensus

Interest rates

Conservative hypotheses based on market conditions )
1

4
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=" 2012-2014 Net Debt @) IBERDROLA

Eur 6 bn Net Debt reduction...

Lower investments

Divestments

Positive Free Cash Flows

Tariff Deficit securitization

... without increasing the share capital®
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Significant reduction of investments: Eur 10.5 bn in the period?...

Annual Investment (Eur bn) 2012-14 Investment (Eur bn)
8.2

Eur 10.5 Bn

[ ~Eur 3.5 bn p.a. ] Growth

Recurring

2009 2010 2011 2012 2013 2014
H Organic @ Non organic 2012-2014

.. 37% less than in previous three year period 2009-2011

23/10/2012



L Weliyl
|

= " 2012-2014 Investments @i IBERDROLA

Focused by businesses and countries on Networks and UK

Investments by Business Investments by Country

Other Generation & Latam & Other
3%‘\_ Supply

Renewables

Networks

Spain

17
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Investments up to 2020 €U0 IBERDROLA

Maintaining medium and long term commitments ...

Main investment projects ' Growth projects investment
2012-2014 pipeline 2015-onwards

MPRP, US, 2015-2016
Main Power Connection Project, US
Western Maine Project, US

Energy Highway Initiative in New York, US
RIIO-T1 transm. and RIIO-ED1 distrib., UK*
Eastern HVDC and transmision, UK

Smart meters and smart grids

¢ Wind projects, 1,450 MW:

v'West of Duddon Sands offshore, UK, 2014
v'Whitelee extension onshore, UK, 2012-14
v Onshore, Brazil, 2012-2013

Hydro generation in Brazil:

v'900 MW (Teles Pires), 2014

v'1,500 MW (Baixo Iguagu and Belo Monte),

2015-2016 * Gas combined cycles, 1,900 MW in UK
¢ RIIO-T1 transmission and DPCR5  Off- and onshore wind projects, UK,
distribution, UK! Germany, France, Mexico, Brazil
* MPRP, US, 2012-2014 * Hydro generation, 1,500 MW in Brazil (Baixo
* Smart meters and smart grids Iguacu and Belo Monte), 2015-2016

... to secure future growth

18
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EBITDA Evolution 2014 €U0 IBERDROLA

Generation
& Supply

Maintaining EBITDA in period 2012-2014, with growing

contribution of Regulated and Renewables Businesses...

EBITDA 2009 EBITDA 2014

Generation
& Supply

--- Regulated business’

... Which in 2014 represent 77% of total EBITDA

1. In 2009, Regulated business includes networks (42%) and México regulated generation (6%)

|2 102014 Regulated business includes networks (52%) and México regulated generation (5%) 19
@ OUTLOOK
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Other possible

Identified divestment opportunities up to Eur 5 bn,

to be implemented according to financial needs

Non core assets already divested: o
v Results contribution

~Eur 300 M
. « Hartford Steam
Divestment » S Gas suppliers « 2% EBITDA impact
Plan ¢ Gas distributors in Spain
* Gas Natural Mexico

Eur 2 bn . Euskaltel * Negligible Net

Core assets in non core countries Profit impact
Advanced stage: > Eur 1.5 bn

Additional non core assets and
Up to - L
minority stakes in infrastructures and others
Eur 3 bn

Prioritised on disposals with lower impact

on EBITDA and Net Profit

23/10/2012
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Retained Cash Flow + Deficit Securitisation

exceeding Eur 18 bn

Eur bn
18.2 -3.1 +3.0 -10.5
1 [
+2 -1.8 6
==
-1.81 l
FFO Dividends (cash) RCF I Deficit l I I Di IWorking Capimll Debt reduction
Securitization & other

... driving a debt reduction of Eur 6 bn

|1 Capitalised costs 2012-2014 consistent with those corresponding to three vear period 2000-2011 21
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Strengthening our financial ratios

and reducing leverage to 40% in 2014

Net Debt/EBITDA FFO/Net Debt
4.1x >22%

T s 19.1% /’I

2011 2014 2011 2014

Strong liquidity position: Eur 11 bn

Target: covering more than 24 months of financial needs

23/10/2012
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Iberdrola, already a benchmark in efficiency

Personnel: headcount reduction 1

N\ * -1,200 employees

Net Op. Expenses/Gross Margin #1 * Salaries linked to results
b
Workforce /Installed MW #1 External services: costs reduction
Workforce /Users #1 « Synergies from integration of global
businesses — Procurement, IT,
Net Op. Expenses/Workforce #2 Marketing, ...
. J * One Corporate Centre

These measures allow the Company to absorb effect of inflation
and increased activity, maintaining costs flat in 2012-2014

nst & Young and own estimates from public information. Including Iberdrola, ED DF-Sue ON, RWE and Ene

23
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Iberdrola has alternatives/options of financial management

to face unexpected scenarios...

W

A wide range of possible disposals ready to be executed
totally or partially, as required

Subsidiaries outside the Euro zone with debt capacity
and easy access to capital markets

Scrip dividend adding flexibility

.. Whilst maintaining the debt reduction target

25
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Desplte negatlve thanks to the measures
external factors .. to be |mplemented

* External services expenditure freezing
® Headcount reduction

® Optimisation of generation and supply
* Investment reduction

® Divestments

* Financing improvements

* Tariff Deficit securitisation

* Demand
* Regulation (Networks)

® Energy taxation

® Sovereign debt rating downgrade

... by 2014, Iberdrola can reach its goals ...

Reduce net debt by Eur 6 bn Maintain EBITDA
and improve financial ratios and Net Profit (v 2011)

23/10/2012
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Conclusions @) IBERDROLA

Continuing with our strong commitment to both
retail & institutional shareholders...

... which must be consistent with maintaining
solvency ratios and the target liquidity position

Annual average ~0.3 Eur/share

2012-2014 policy maintaining scrip dividend scheme

Mid-term policy Pay-out in the 60% area

27
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Conclusions @) IBERDROLA

... and to all our stakeholders

Corporate

Best corporate governance in Spain, 2012 World Finance Magazine Award
Governance

€02 emissions/KWh 30% lower than European electricity sector average
\VT1(e15171 =13 9] Utilities sector world leader, 2012 DJ Sustainability Index
Best company in environmental care in Spain, IPSOS Key Audience R.

Amongst best companies to work for, Merco in Spain and Vocé in Brazil

Employees Leader in work-life balance, Family-Responsible Certificate

Innovation Most innovative utility in Spain & among top 5 in Europe, 2011 R&D Scoreboard

28
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DISCLAIMER
This document has been prepared by Iberdrola, S.A. exclusively for use during the presentation “Outlook 2012-2014". As a consequence thereof,
this d may not be disclosed or published, nor used by any other person or entity, for any other reason without the express and prior

written consent of Iberdrola, S.A.

Iberdrola, S.A. does not assume liability for this document if it is used with a purpose other than the above.

The inf ion and any opini or made in this document have not been verified by independent third parties; therefore, no
express or implied warranty is made as to the impartiality, accuracy, completeness or correctness of the information or the opinions or
statements expressed herein.

Neither Iberdrola, S.A. nor its idiaries or other ¢ ies of the Iberdrola Group or its affiliates assume liability of any kind, whether for
negligence or any other reason, for any damage or loss arising from any use of this document or its contents.

Neither this document nor any part of it constitutes a contract, nor may it be used for incorporation into or construction of any contract or
agreement.

Information in this document about the price at which securities issued by Iberdrola, S.A. have been bought or sold in the past or about the yield
on securities issued by Iberdrola, S.A. cannot be relied upon as a guide to future performance.

IMPORTANT INFORMATION

This document does not constitute an offer or invitation to purchase or subscribe shares, in accordance with the provisions of the Spanish
Securities Market Law (Law 24/1988, of July 28, as amended and resmted from time to time), Royal Decree-Law 5/2005, of March 11, and/or
Royal Decree 1310/2005, of ber 4, and its impl

In addition, this d does not it an offer of purchase, sale or exchange, nor a request for an offer of purchase, sale or exchange of
securities, nor a request for any vote or approval in any other jurisdiction.

The shares of Iberdrola, S.A. may not be offered or sold in the United States of America except pursuant to an effective registration statement
under the Securities Act of 1933 or p to a valid ion from regi 3
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FORWARD-LOOKING STATEMENTS

This communication contains forward looking inf ion and about Iberdrola, S.A., including financial projections and estimates
and their lerlying regarding plans, objecti and i with respect to future operations, capital
expenditures, synergies, products and services, and statements regarding future performnnre Forward-looking statements are statements that
are not historical facts and are generally identified by the words “expects,” “antic ” “pelie ” “intends,” i and similar
expressions.

Although Iberdrola, S.A. beli that the expectations reflected in such forward-looking are i and holders of

Iberdrola, S.A. shares are cautioned that forward-looking information and statements are subject to various risks and uncertainties, many of
which are difficult to predict and generally beyond the control of Iberdrola, S.A., that could cause actual results and developments to differ
materially from those expressed in, or implied or projected by, the fon d-looking il and These risks and uncertainties
include those discussed or identified in the documents sent by Iberdrola, S.A. to the Comision Nacional del Mercado de Valores, which are
accessible to the public.

Forward-looking statements are not guarantees of future performance. They have not been reviewed by the auditors of Iberdrola, S.A. You are
cautioned not to place undue reliance on the forward-looking statements, which speak only as of the date they were made. All subsequent oral
or written for d-looking attributable to Iberdrola, S.A. or any of its members, directors, officers, employees or any persons acting
on its behalf are expressly qualified in their entirety by the cautic y above. All for -looking included herein are
based on information available to Iberdrola, S.A. on the date hereof. Except as required by applicable law, Iberdrola, S.A. does not undertake any

obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.
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