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: ourioo F!nanc!al Ma.ngugement @ 1BERDROLA
* Financial activity _

Iberdrola has been improving

its financial position since the end of 2009...

Investments under control and strengthening FFO,

ARSI that shows a CAGR of 6.1%

> Eur 11bn covering in excess of 3 years of financing needs, with
counterparty credit line diversification resulting in small Spanish exposure

Liquidity

maturities reduced

Cost of debt Stable Cost of debt despite wider spreads

Solvency ratios strengthened

Solvency ratios

L Average maturity of debt raised and short term debt

... until September 2012
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"= Ratios ¢ 1BERDROLA

With solvency ratios improving since end of 2009

FFO / Net Debt* (%) RCF / Net Debt * (%) FFO / interest* (x)
20.5 22.2 187
& * L
. 20.0 WL les
17.9 o
12.3
2009** Sept. 2012 2009** Sept. 2012 2009** Sept. 2012
---#-- FFO/Net Debt (excl. deficit) ---@-- RCF/Net Debt (excl. deficit) ---&-+ FFO/Interests (excl. deficit)
FFO/Net Debt (incl. deficit) RCF/Net Debt (incl. deficit) —M8— FFO/Interests (incl. deficit)

*Including TEI but excluding rating agencies adjustments.

**2009 ratios restated for an homogeneous comparison.
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- Financial activity €U 1BERDROLA

So the financial targets set for the period 2010-2012

have been achieved at September 2012...

2010 London 2011 Madrid
Investor Day  Investor Day

2012e v \
FFO/Interests

2012e -- .
FFO/Net Debt .

9M 2012
Results*

2012e
RCF/Net Debt

... and will be surpassed at the end of 2012 due to increasing FFO,
tariff deficit securitization and disposals during 4Q 2012

= oA Financial Management

= Financial risk profile €U 1BERDROLA

Rating agency ratio requirements have become more demanding

due to the sovereign crisis, industry downgrade and increased
regulatory risk

FFO/Net debt requirements RCF/Net debt requirements

for single A category* for single A category**
- - , -
7 l s l

<2011 2011 2012 <2011 2011 2012

*S&P requirements
**Moodys requirements

23/10/2012
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— Financial risk profile €U 1BERDROLA

Spanish sovereign rating downgrades

have dragged down Iberdrola’s rating to BBB+/Baal...

Aaa/AAA
Aal/AA+
Aa2/AA
Aa3/AA-
Al/A+
A2/A
A3/A- IBEgDROLA
Baal/BBB+
Baa2/BBB -
Baa3/BBB- [mm mm e o o - - — ._. _
Bal/BB+
Ba2/BB
Ba3/BB-
2010 | 2011 | 2012
Moody’s S&P Fitch

In addition, S&P and Moody’s cap Iberdrola rating at 2 notches above the \

sovereign, while Fitch is more flexible.
Even with stronger metrics, Iberdrola can not be above BBB+/Baal

== g« Financial Management P
== .~ Capital market access o

Iberdrola has raised Eur 17.5 bn from 2010 to 2012...

Debt/Equity Breakdown per currency

Eur bn

2010-2012 2010-2012 2010 2011 2012
m Debt m Equity H Bonds m Banking I Euros 11 Reais ®MUSD ® GBP

... including Eur 12.9 bn in the capital markets
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= oo« Financial Management

‘= Maturity profile €U 1BERDROLA

Iberdrola’s average debt maturity* has increased to 6.2 years...

Eur M 18,025
6.2 years 4,771
6.0 years 4,199
3,331
2,503
; ; . 1, 005
2009 9M 2012 Q42012 2013 2014 2015 2016 2017+
HQl Q2 ma3 Q4

... with a comfortable maturity profile )

*Doesn’tinclude drawn credit lines

**Assuming rollover of the outstanding balance for commercial paper for an amount of Eur 1.2 bn and including Eur 400 M issued on October 2012 9
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== Liquidity as of today €U 1BERDROLA

As of today, Iberdrola has a strong liquidity position of

over Eur 11.3 bn...

Eur M

1,233 364 869
7,748 596 7,152
2477 1,091

.. increasing from Eur 9 bn in FY 2009,

and providing I|qu|d|ty for more than 3 years in our base case scenario

23/10/2012
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a= ' Liquidity Stress analysis €U 1BERDROLA

Iberdrola has liquidity for the next 24 months...

Eur bn

Stress hypothesis

Total closure of Long and
Short term capital markets

No debt refinanced

No divestments

No dividend payment from non
Spanish subsidiaries

... in a distressed scenario

: oumLoK Financial Management @) BERDROLA
. Debt Structure _

Financing increased through the bond markets,
from 61% to 67%...

December 20009... ... while at September 2012

Bank

TEI loans
Project 2% 16%

finance
6%

TEI

Project o, Bank
finance loans
5% 5%
EIB Bonds €

8% 39%
CcP
Bonds $ 4%
19% Rest of Bonds $

bonds 16%
2%

EIB
7%
C
8%

Rest of
bonds 2%

... and reducing commercial paper from Eur 2.8 bn (8%) to Eur 1.2 bn (4%)

by replacing it with longer term financing




= oo« Financial Management
“=  Liquidity as of today 40 eerorROLA

Greater credit line counterparty diversification,

increasing our exposure to top rated global banks

Credit line counterparties by country Credit line counterparties by rating
Spain
Other
Belgium "3 gy (global) BB \R1% AA
4% ° 18% ) 6% 8%
Netherl. Spain BBB

(other) 27%
1%

5%
Germa,
6%

France
11%

Iberdrola today is the best rated Spanish group both by Moodys and S&P

e Financial Management & reEroroLa
"~ Cost of debt -

Maintaining cost of debt at 4.5%

despite widening spreads due to credit crisis...

Interest rate structure Cost of debt

2% y
b T sa%
4.42%
2009 2011 9M 2012 2009 9M 2012

Excluding Elektro
® Fixed ™ Floating Limited

... thanks to a prudent interest rate structure increasing the average Iife\

and fixing interest rates based on a risk/return analysis

23/10/2012
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a=  Ratios

‘. ~ IBERDROLA

Improving leverage ratio from 50.0% to 48.4%

including tariff deficit

EurM

Leverage* (%)
50.0 ¥ Debt evolution
48.4
31,860
467 % $45.9 z 597 ITC E
2009 Sept. 2012
- 4@ -Excl.deficit Incl.deficit
Equit 31,860
qurty 33,959
29,030 ‘
*x Net Net Sept.
- 2009 RCF Investments Deficit FX Others 2012
2009 Sept. 2012
*Ratios including TEI. **Including Iberdrola Renovables’ minorities buyback and capital increase in March 2011. 15
e OUTLOOK Flngnaal.lv_lar]agement & reEroroLa
"= Tariff deficit financed by Iberdrola g

Eur 13 bn securitized by the sector since January 2011,

Iberdrola has collected Eur 5,305 M...

Eur M Pending tariff deficit: 2009 — Sept. 2012 evolution

. Net funds
Generated Securitised
2009 tariff deficit  tariff deficit cellected trough Sept. 2012
the tariff*

*Includes 2012 deficit pending financing, settlements and interest related to the 2006 - 2011 tariff deficit:

... but at the end of September 2012 we still had over Eur 3 bn pending y

16
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= oo« Financial Management

=" Tariff Deficit ¢ 1BERDROLA

Electric companies have transferred to FADE
additional Eur 7 bn receivables

Corresponding to 2010, 2011 and 2012 ex-ante deficits.
2012 ex-post deficit pending.

Prospectus approved by the Spanish SEC on 5 October 2012 )

RD 437/2010 establishes that the Fund is obliged to issue within 12 ¥
months, except in exceptional circumstances

Iberdrola’s share amounts to Eur 2,450 M: R\
Eur 875 M were transferred in Dec 2011 and Eur 1,575 M in Feb 2012

FADE securitisation through public and private placements
in progress

"= " Financial Management ¢ 1BERDROLA
Agenda
QOlO - 9M 2012 Financial Activity )

Financial Strategy for 2012-2014 period

insk Management )

&Conclusion j
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= o1io« Financial Management
“==  Macro hypothesis for 2012-2014

@) IBERDROLA

Baseline scenario assumes that the sovereign debt crisis

will continue during 2013 and begin to recover in 2014

Debt markets l
situation

Interest rates ** ]

“5Y spreads” of 350 and 250 bp in 2013 and 2014*

Short and long-term interest rates below historical
average due to macroeconomic scenario

{ € )'uss _GBP ) (_BRL )

3m/5y 3m/5y 3m/5y 3m
2012 0.58/1.24 0.44/0.95 0.84/1.29 8.49
2013 0.22/1.16 0.35/0.97 0.45/1.12 7.62
2014 0.42/1.56 0.46/1.44 0.54/1.48 9.01
m l Fairly Stable X rates ]
{_uss/€ ) GBP/€ ) ( $/Brl-- ) {_ €/Brl )
2012 1.28 0.81 1.94 2.46
2013 1.30 0.81 2.00 2.60
*Spreads forecast base on reference banks average 2014 130 0.81 1.96 2.55

**Market rates as of October, 11

***Consensus average compiled by the Central Bank of Brazil as of October, 11t

19
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== - Financial Outlook for 2012-2014 €0 IBERDROLA

Strengthening of the balance sheet,
reducing debt by around Eur 6 bn

FFO/Net Debt 2 22%
RCF/Net Debt 2 17%

Solvency ratios

Liquidit > 24 months coverage of financing needs,
q Y with diversified and credit quality counterparts

-

Management of the SR :
FX rates risk Minimizing FX impact on FFO/Net Debt

Debt estructure Fixed interest rates up to 70% to optimize cost vs. risk

20
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== oo« Financial Management
‘=  Net financial debt €U 1BERDROLA

Net financial debt reduction from Eur 31.9 bn to Eur 26.0 bn

driven by Eur 15.1 bn retained cash flow in the period...

Eur bn

Sources 2012-14 Uses 2012-14

Divestments Debt reduction

Deficit
Securitization
M FFO

Dividends

mwC

Capitalizations

H Investments

... tariff deficit securitization and divestments

== oo« Financial Management
.

== Credit metric targets (1) ¢ 1BERDROLA

Iberdrola has set its own solvency ratio targets based on the

company business profile...

all volatility of its FFO due to a high contribution
ewable business, 77.1% EBITDA in 2014

enerated out of Eurozone in 2014

with strong demand from financial investors:
i ds and insurance companies

... considering ratings for Spanish companies are excessively influenced

by sovereign rating and other external factors

22
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= oo« Financial Management

“=  Credit metric targets (Il) €U 1BERDROLA

Targets continue along the trend started in 2009:

strengthening the financial profile of the Group

CRA
Iberdrola Iberdrola guidelines
today targets* for
Baal/BBB+
Once taken into
20% 222% account Rating
5.2x 2 5x

16.8% 217% “high teens')

i

(*) Doesn’t include rating agencies adjustments. Impact of tariff deficit securitization: FFO/ Net debt by 2.2 pp and RCF/Net debt by 1.8 pp 23

== oo« Financial Management
.

=  Stressed scenarios ¢ 1BERDROLA

Iberdrola has several alternatives in scenarios with greater
stress in the capital markets

Strategies

Base Case: eInvestment reduction
Normalization Eficiency measures
*Non core disposals
*Sale of minority stakes
Stressed
markets
*Funding investments from countries of origin

The strong liquidity position allows for

a gradual strategy implementation

23/10/2012
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=  Alternatives in stressed scenarios € 1BERDROLA

Non-eurozone subsidiaries have more than enough capacity to

finance their own growth and need of investments...

EurM

— o usa e
FFO 4,230 2,839 2,189 : . : J
SP o

Investments 4,395 1,705 1,521 ——

~
IBE Generacion |H Elektro “\
Dividends 815 413 862 Renewables |ll Wholesale i ' (100%)

\
{ \
———— \
\ 1

Free Cash Flow -980 721 -194 [ 'berdrola )Y Sp R bl \,
\ USA I Renewables SHOVERIE N (39%)
Additional

R (Networks) g Sear’
financing capacity >2,000 >2,000 >500 w\‘
for BBB+/Baal { { Distribucién
\\~~ —‘,l
Regulatory
Ring Fencing

... allowing their own gearing to be compatible with Baal/BBB+ ratings y

25

= oA Financial Management

== Dividends @) IBERDROLA

Iberdrola dividend policy is aimed at

maintaining an average dividend of around Eur 0.3 / share

°FFO

°Tariff deficit securitization

Baseline Investment reduction
Scenario an Divestments

°Scrip dividend

oPossibIe share buyback

. which must be compatible with achieving

targeted solvency ratios and liquidity levels

26
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Financial Management €U0 IBERDROLA

Qo1o - 9M 2012 Financial Activity )

Qinancial Strategy for 2012-2014 period )

Risk Management
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= R Financial Management

==  Risk Sources €U 1BERDROLA

The main sources of business risk are regulation,

weather, prices, interest and exchange rates and demand

) =Stable in UK, US, Mexico regulated

Involves Generation, Networks and "Stable in Renewables out of Spain

Renewables =Adjustments in Brazil but under a known
. framework

Not expected major changes "Pending approval for measures in Spain.

. Impact known

=Non controllable, hedged through
diversification in wind

=Neutral in company valuation using the
Average year

Hydro in Spain, and wind resources
variations introduce volatility in the
production figures

L.

"Inversely correlated to weather

Changes in wholesale and retail market "Partially managed, in the UK through

g procurement strategy
iEttnaes ® >1 year hedged through forward sales in
L Spain
. ®"Managed, through debt structure and
>55% of EBITDA* out of Eurozone hedging
®"Managed, through debt structure and
erest l 70% of debt in fixed rates* hedgings -
ctural No strong correlation between demand =Non controllable, but small impact in the
and spreads short term

*2014e 28

23/10/2012
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— Financial Management

=  Business risk management ¢ 1BERDROLA
72% of EBITDA originates
from networks and renewable businesses...
Contribution to EBITDA Risk as a % of business
EBITDA

Generation &
28% Supply 20%

/ \ Renewables

Networks :‘3’

... which have inherent stable earnings profiles

29

e Financial Management & reEroroLa
~ FX Risk management v

Management to minimize effects of FX volatility on net income

and FFO/Net Debt ratio...

: : FFO vs Debt
Main cted results in
exposure rency
in P&L Brl
Gb,
s ahead ?
Usd

Euro

... debt to match FFO

through foreign currency borrowings and derivatives

15
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== ' Interest rate risk management U 1BERDROLA

The forward curve is at historically low levels, providing an

opportunity to fix interest rates for a greater proportion of
debt than under normal circumstances...

Interest rates curve*

3 5
months years Difference

Euro 0.20% 1.04% 0.84%

‘isitivity analysis

Taking into account the present

usb 0.40% 0.89% 0.49% fixed/floating structure, a
variation of + 100 BP is
GBP 0.53%  1.09% 0.56% estimated to have an impact on

financial costs of around Eur 53
M in year 2014, equivalent to
20 bp of cost of debt in 2014.

\ /

ing debt rates reduces the risk of possible rise
a reasonable financial costs are
ined

... estimating a flat evolution of cost of debt for the period 2013-14 \

(*)A's at 20/10/22012 31
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.

~_Conclusions @) IBERDROLA

Iberdrola’s financial strategy for 2012-2014
focuses on further strengthening the financial profile...

Strong liquidity position

Solvency ratio improvement

Diversification of currencies, interest rates and instruments

Management of interest rate and FX risks

Maintaining a sustainable dividend policy

... with available alternatives in a highly stressed scenario

33
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- Legal Notice @) IBERDROLA
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 restated from time to time), Royal Decree-Law 5/2005, of March 11, and/or
Royal Decree 1310/2005, of ber 4, and its imple ing r latic
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 ion.
34
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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 it 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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