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Highlights of the Transaction %‘;’RDWL&
La Rioja
049 982 982 982 %g;afv‘tls

666 ) ) .
Castilla-Ledn Aragén
5 Parks 9 Parks
167 MW 240 MW
Andalucia C.-La Mancha

2 Parks
30 MW

3 Parks
115 MW

dec-02 dec-03 dec-04 dec-05 dec-06

(Eur MM) (Eur MM)

Transaction Value: Eur 1,055 M Price Price laisiEii
W=l,07/MW GW=O,4/GWh hours/year 21%
Installed Capacity: 982 MW Turn-key above average

Leadership position with high quality assets
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Highlights of the Transaction &

" IBERDROLA

Additional Agreements

Contract to purchase wind turbines totalling
1,100 MW at attractive market prices by 2006

* All Purchases to be made according to Strategic Plan

Incorporation of JVs for future developments in
Spain and abroad

* Greenfield development to be decided by the JVs
* 60% lIberdrola - 40% Gamesa
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2002-2006 Strategic Plan:

b

Generation [RERBROLA
Investment
CCGTs
Renewables
Focus on CCGTs and Renewables
2002-2006 Strategic Plan: “
IBERDROLA

Renewable Energies

Leader in Renewables

« Significant growth opportunity
— Kyoto protocol and social concern

— European Directive, National Energy
Plan (NEP)

— Iberdrola’s Leadership in “wind” park
promotion in Spain

< Rationalization of participations

— One subsidiary for all Iberdrola’s
interests: IBERENOVA

— Iberdrola to retain control

¢ Renewables as a Business Unit

Installed Capacity Spain (MW)

3.834 3.834

2.312

1.070

Operating Operating Operating Total
2001 2002/03 2004-06
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Iberdrola’s Strategic Plan “.
; IBERDROLA
vs National Energy Plan

wRRnis ¢*f 1BERDROLA

Government

National Energy Plan (NEP) Strategic Plan

2002-2006

Iberdrola’s Strategic Plan “.
; IBERDROLA
vs National Energy Plan

Production (GWh)

NEP 2011

Iberdrola 2006

Nuclear Nuclear
Gas Gas

Coal & 28%
Qil

Coal Hydro/Renew Hydro/Renew

Oil

Iberdrola anticipated NEP’s targets
Strong commitment to CCGTs and Renewables
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CCGTs and Renewables in Spain oo

NEP

Iberdrola’s
Strategic Plan

2002-2006
9.000 MW.
60%

4.000 MW

NEP

Iberdrola’s
Strategic Plan

2002-2006
8.400 MW
60%

3.834 MW

Iberdrola to play a leading role
in the development of CCGT and Renewables 1

Remuneration outlook

Benchmark of prices in Europe
(Eur cts/kWh)

“

" IBERDROLA

Spanish Prices below
European average

NEP to incentivise
RENEWELIES

Additional sources of
income (green
prices,CO,certificates)

Conservative assumptions: Upside potential
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Rationale of the Transaction &
IBERDROLA

Transaction based on the following key points:

¢ |berdrola’s Strategic Plan to be achieved ahead of initial estimates

¢ |Iberdrola to acquire high quality assets

* Extension of operations outside Iberdrola’s distribution area

* First mover advantage

® Strong position vs potential competitors

* Leadership position allows for a selective approach to future developments

* |berdrolato become worldwide leader
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Rationale of the Transaction

b

" IBERDROLA

Iberdrola’s 2002-2006 Strategic Plan to

be achieved ahead of initia

| estimates

Iberdrola’s Renewables
Operating MW

as of

* 79% of 2006 target fulfilled

12/31/2003.

+34% » 2006 Targets to be achieved
1.920 by 2004
1.437 [ N
e Critical step to enhance the
Renewables business unit
2002 2003 2006
Bl Strategic Plan [OJ Post- Transaction
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Rationale of the Transaction
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IBERDROLA

Iberdrola to acquire high quality assets

Average operating hours per year

» Load factor 21% above
Spanish average (NEP)

ST 2,663

-

u

e High Energy Index*:Eur
0.402 MM GWh

J

-

NEP estimates Assets Acquired

e Scarcity of future assets
with this quality levels

~

*Transaction Value per GWh produced
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Rationale of the Transaction
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" IBERDROLA

Extension of operation outside Iberdrola’s

distribution area

] Geographical fit

28

ot

|:| Iberdrola’

N

- New Areas of operation

s Distribution Area

2/3 of total capacity acquired located
in new areas of operation
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Rationale of the Transaction

b

IBERDROLA

First Mover Advantage

i Iberdrola’s Renewables

Market share 2002e
Iberdrola
42%

Others
58%

» Strong leadership post
transaction

e Limited capacity in the
System

* No alternative

opportunity in Spain
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Rationale of the Transaction &
" IBERDROLA

Strong position vs potential competitors

The transaction ensures... ]

* 97% of MW acquired will be operational by December 03
* High quality sites
» Access to Gamesa equipment at competitive prices

The transaction reinforces Iberdrola’s position in... ]

* Renewables: A core business activity
e Spain: A focus geographical area
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Rationale of the Transaction &
IBERDROLA

Leadership position allows for a selective
approach to future developments

Strategic Plan Targets to be achieved by 2004

Platform for additional greenfield developments
in Spain and internationally

Potential future investments to be analyzed
with a selective approach
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Rationale of the Transaction &
" IBERDROLA

Iberdrola to become worldwide leader

Worldwide Installed Capacity (MW) (*) 2002

Iberdrola’s market share
In Spain 42%
In Europe 9%
11157 Worldwide 6%
5030 4786
3.615
2.704
1.944
849 715 263
Germany  USA Spain  Denmark Italy U.K. France Rest Rest
Europe  World 21
(*) Source Analyst Reports
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Financial highligts "IBERDROLA

Transaction Value Eur 1,055 MM (2002-2006)

IRR (project) 9% (according to Strategic
Plan assumptions)

IRR (equity) 14% (according to Strategic
Plan assumptions)

EPS Accretive from Year 1

Goodwill 233 Eur Mill (tax deductible)

Complies with Strategic Plan’s profitability requirements

23

Payments ﬁ:RDHOLA
Amount (Eur Mill) 2002 2003  2004-06  Total ‘
Equity payment(*) 290 60 7 851
Debt assumption(¥) 458 458
Capex = 274 34 308
Eq. Purch.Agreement (4) (19) (49) (72)
International JV 4 = - 4

(8)

*Completion of 40%: End 2002/Early 2003

Turn-Key

Payments to be made as new capacity
becomes operational 2




Positive contribution to EBITDA

Ebitda from parks acquired (Eur Mill)

“

"IBERDROLA

155 162
111
I T
2003 2004 2005
25
. [
Accretive impact on EPS "IBERDROLA
Increase in EPS
1.5% 1,6%
1,1% 1,1%
0,9%
0,6%
2003 2004 2005
@Pre Goodwill [ Post Goodwill

* It does not include Capital Gains generated by Gamesa through the transaction

* Goodwill: 233 EUR Mill.
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Leverage "IBERDROLA
Financial Leverage D/(D+E)
58,7% 59,3% 58,8%
June 2002 Year End Post Year End Post
Transaction (100% Transaction (60%
payment of 2002)* payment of 2002)*

*Post transaction leverage subject to effective payments made in 2002

Attractive operation with no significant increase in leverage
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Conclusion oy
"IBERDROLA

A unique opportunity according to...

Size Quality Timing
Total Installed Operating hours/year All projects
Capacity: 21% higher than operational

982 MW NEP average by 2004

...at an attractive price
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