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w7 Legal Notice ﬂ; IBERDROLA

DISCLAIMER

This document has been prepared by Iberdrola, S.A. exclusively for use during the presentation “Outlook 2014-2016”. As a consequence thereof,
this document 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 information and any opinions or statements 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 subsidiaries or other companies of the Iberdrola Group or its dffiliates 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 Law 24/1988, of
28 July, on the Securities Market, Royal Decree-Law 5/2005, of 11 March, and/or Royal Decree 1310/2005, of 4 November, and its
implementing regulations.

In addition, this document does not constitute 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 pursuant to a valid exemption from registration
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FORWARD-LOOKING STATEMENTS

This communication contains forward-looking information and statements about Iberdrola, S.A., including financial projections and estimates
and their underlying assumptions, statements regarding plans, objectives and expectations with respect to future operations, capital
expenditures, synergies, products and services, and statements regarding future performance. Forward-looking statements are statements that

are not historical facts and are generally identified by the words “expects,” “anticipates,” “believes, ” “estimates” and similar
expressions.

n g

intends,

Although Iberdrola, S.A. believes that the expectations reflected in such forward-looking statements are reasonable, investors 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 forward-looking information and statements. 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 forward-looking statements 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 cautionary statement above. All forward-looking statements 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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.. Financial Management
\Macro hypothesis for 2014-2016 i ROl

During 2014-2016, financial markets should keep improving
due to better macroeconomic expectations

Baseline scenario assumes low interest rates until 2015,
increasing afterwards. Stable currencies / FX

situation better macro scenario

-

Debt markets New financing spreads in Spain will continue to improve due to ]

Interest rates

Expected to continue to be at historical minimums in Europe
and recovery in UK and US. Stable in Brazil.

( € )L Us$ ) ( GBP ) ( BRL )
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3m/5y 3m/5y 3m/5y CDI
2014 0.39/1.80 0.41/2.31 0.61/2.07 10.50
2015 0.75/2.32 0.90/2.48 1.20/2.48 10.00
2016 1.15/2.40 1.25/2.65 1.85/2.90 9.50
l No significant movements expected I
. $/€ ) (GBP/€) ( $/Brl )
2014 1.31 0.83 2.40
2015 1.30 0.82 2.40

2016 1.29 0.81 2.36

* Selected average compiled by Bloomberg as of February, 10th 5
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\ Targets/FmanmaI Outlook @) 1BERDROLA

Net debt expected to reach Eur 25 bn (IFRS 11) in 2014

and to be stable in 2015 & 2016

Positive cash flow L Based on expected FFO evolution, investment control

generation and further divestments
. )
Sustainable . _ o o
shareholder Sustainability of sha.rehoIQer rerpuneratlon pol.lcy is a priority
. Compatible with solid solvency ratios
remunlt?ratlon Treasury stock redemption to avoid dilution
OlIC
) " y
X
Hvbrid issue Assuming current conditions, small issue to finance growth
y investments in 2014-2016 plan
p
3
Tariff deficit During 2014 all the 2013 tariff deficit should be collected.
securitisation From 2014 onwards there should be no tariff deficit
J
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\~" _Sources and uses of funds @i 1BERDROLA

The Group will generate around Eur 20 bn

in the 2014-2016 period...

Sources 2014-16 Uses 2014-16

. It Debt reduction
H Divestments

H Dividends
Hybrid

mWC

H Deficit

Securization H Treasury stock

H FFO H Investments

... leading to a Eur 1.8 bn debt reduction
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N/ Liquidity @l 1BERDROLA

Adaptation of liquidity policy to current market conditions

maintaining 24 months coverage even in a stress scenario...

Liquidity expected evolution Targets

imizing liquidity through
lances
iiing maturity of credit

O

h 4

2013 2016 — —
¢ Total Adjusted Liquidity uidity cost

Eur bn

°e
°e
ce,
......
ce
e
.

... to improve financial cost \

8



OUTLOOK

... Financial Management
\ Tariff Deficit @ izcRoROLA

From 2014 onwards there should be no Tariff Deficit

During 2014 all of the 2013 tariff deficit should be collected
(Eur 1.3 bn estimated for Iberdrola)

Structural tariff deficit permanently eliminated

If occasional deficit arises, this cannot be higher than 2%* in one
year nor 5%* cumulatively accrued and it will be collected over
the foIIowing 5 years via settlements

According
to
24/2013

Law

If limits were exceeded, the access fees
will be automatically increased
to correct the surpassed amount during the following year

Due to timing differences between collections and
payments, a temporary financing will be required which will
be corrected in the following settlements

Financing will be supported by all players with regulated incomes
Iberdrola Group financing share reduced to <15% vs current 35%

* Imbalance between regulated costs and collections
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Y« Financial model

@l 1BERDROLA

Financial model evolution in progress

to provide appropriate economic signals

Regulated
subsidiaries
aiming for a

Balance Sheet
structure
consistent with
regulatory
guidance in every

- jurisdiction

3

J

The model is designed to respect

(.

New financing
needs in
regulated

entities raised at
the entity level

_

3

Appropriate

capital structure

for an active
portfolio
management

current structural subordination guidance
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'\~ FXrisk management i ROl

Financing plan implies more non-euro debt (up to 60%) to cover

fmanual needs outside of Euro zone

N/ vl

miturally

LManage Debt currency breakdown

ear

Minimize FX exposure on P&L
through debt and derivatives

to match FFO and hedge solvency
ratios

FFO / Net Debt ratio protection Risk position: Net proflts— Holding Financial
expenses in currency

FFO vs Debt

1%-9% Net Income at risk with 95%
ﬁrecasted confidence is around 8% of the

20% 30% expected 2016 Net Income

FFO 2016e Debt 2016e

In 2014, 81% Real already hedged, GBP 83% and USD 76% \

* Correlated risk 11
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= Interest rate risk management @i 1BERDROLA

Debt structure based on economic cycle and business

cash flows with a forecasted floating range of 45% to 60%...

Floating and capped structure Rationale

% over Range by

Debt*  currency (%
y ( o) Economic cycle supports floating rate. Closely ]

Euro 65 50-60 monitoring macro indicators to change strategy
(inflation)

uUsD 11 15-25 Cash flows mostly fixed (PPA + pass through) ]
Changing economic cycle in US

GBP 19 35-45 w Inflation linked cash flows allow floating structure

BRL 5 85-95 Mostly floating

Difficult market to obtain fixed references

\

.. which will allow gross cost of debt to be maintained at around 4%

* 2016e. Including financial cost 12
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\=~" Solvency ratio targets @) 1BERDROLA

Strengthening Iberdrola’ solvency ratios in the 2014-2016 period

Iberdrola

2016 targets

FFO/Netdebt >22%

( RCF / Net debt A > 18.5% )
asx )
oox )
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\«~/ Shareholder remuneration policy @ 1BERDROLA

Treasury stock redemption after shareholders approval to offset the
initial dilution from the share issuance under the scrip dividend scheme

During Q2 of each year

‘ | ( Scrip dividend (Interim — January) )
C - Shareholders Meeting
Approval of share buy-back

Treasury stock redemption:
/ 6,240 million shares reached

‘ | ( Scrip dividend (Final - July) )

14
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Risk Sources @) 1BERDROLA

i |

The main sources of business risk are regulation,

prices and exchange & interest rates

Regulation Involves all Group but difficult to quantify ]

.)) Pr:::z’s Changes in wholesale and retail market affect margins ‘

D 4 h FX | 56%* of EBITDA outside Eurozone I
Interest Balance fixed/floating interest rate structure

Ries Flexibility to benefit from low interest rate environment

.

Hydro (Spain) & wind resource variations introduce volatility in
the production figures, offset in mid-long term

Weather

‘ Demand

*2016e 16

Y

Low impact in Spain but more relevant in the UK due to gas
| business supply
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" Business risk management @) 1BERDROLA

76% of EBITDA originates from

Regulated Business and Renewables...

Contribution to 2016e EBITDA Risk as a % of total 2016e EBITDA

24X Liberalized
Business

21%

Renewables

Regulated
Business™* .0%

+ FX (~8% Net Income)

... which have inherent stable earnings profiles,

excluding regulatory risk

17

* Networks and Regulated Generation (Mexico)
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\~/  Conclusions @) 1BERDROLA

Iberdrola’s financial strategy for 2014-2016
focuses on maintaining a strong financial profile...

Targeting 2016 Net Debt of Eur 25 bn h

Strengthening our solvency ratios

Optimizing liquidity position )

Managing actively our interest rate and FX risks
Transiting to a decentralized financial model

... compatible with
a sustainable shareholder remuneration policy




