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1. Our Perspective




Iberdrola Today

Key Strengths

e Quality of generation mix
» Leadership in CCGTs

e Gas supply guaranteed

» Leadership in renewables
 Large customer base
 Strong financial position

e Strong cash flow generation

+5,000 MW In construction today
+5 bcma contracted today

+1,070 MW

+15 MM (+11.5 MM proportionate)
52% debt / (debt + equity) in 2000

€ 2 Bn EBITDA in 2000




Spanish Electricity Market

e Attractive market with growth
potential

—Demand growth ' H H
—Need for new capacity

Growth potential of green energies

Electricity Consumption per Capita (99)* (MWh/inhabitant)

Liberalisation under way 6.8

—Electricity and gas supply

5.6 6.0

4.6 4.8

* Increasing focus on customers F e ¥ f &

*Source: EIA, broker reports




Global Electricity Market

o Liberalization, deregulation, competition
e Specialization of players

o Attractive growth prospects
In generation

e Opportunities from maximizing
value from customer base

e Growth potential of green energies

» Consolidation




Iberdrola Needs to Adapt

e Improve efficiency
e Focus on core businesses
—EXploit generation skills
—EXxit lower-return businesses
e Pursue available growth opportunities
—Generation
—Renewable energy
—Customer base
e Take advantage from strong financial position
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Our Vision for Iberdrola

New
Management
Structure

Maximize
Value from
Customer Base

e v Operating
) RS Efficiency

Optimal Use of
Capital




Redefining Iberdrola’s Corporate Culture

 Management
—Younger, experienced and dynamic
—More focused and decentralized
« New compensation system linked to performance
e Improvement of internal and external communication
 New organization:

—9 Business Units




A New Management Team

Vice Chairman & CEO

|. Galan

Chief of Cabinet to the VC and CEO

R. Orbegozo

Secretary General

F. San Sebastian

Planning, Control and Regulation

J. L. San Pedro

Corporate Development and Finance

@)

Institutional Relations and External
Communications

F. Becker

Internal Audit

L. Aranaz

Organization and Human Resources

S. Torres

General Services

J. L. Picard

Legal Services

J. Trillo

Generation

Renewable Commercial

Energies

Gas Unit

Unit

Networks
Division

Region South
America

Region
Mexico/Guatemala

Engineering and
Consulting

Non Energy
Businesses

F. Martinez
Corcoles

M. Martin

C. Navarro

@)

J. Villalba

G. Parga

G. Pérez

J. Eisman

D. Pérez Alonso

1. To be appointed. Provisionally, Fernando Becker will act as Director of Development and Finance and Javier Allende Director of the Commercial Unit
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Operating Efficiency - Spain

ﬁ Revenues

@ External Services

f Production Il Personnel cost

{f Installed Capacity Il Purchases

/LT Customers

——

. Maximize results
. Minimize risks

11




Operating Efficiency - Spain

Costs() as a % of Revenues Costs®) per KWh Produced (€ cts)

Total Costs Personnel === External Services Total Costs Personnel === External Services

14.8% 2.0

~2994 2394

10.5%
8.4% 369 1.1
6.4% 5.4% 0.9 o—

-21% 5 1% -14%

~30%

2000 2000
Revenues* 6,999 GWh 51,169

(€ MM)

e Centralize procurement

* Optimize personnel cost
» Centralize generation management

e Optimize internal resources and outsourcing

* Costs and revenues related to generation, distribution, supply and 12
corporate services in Spain (nominal terms)




Optimal Use of Capital

Divestment Program

Divestment of Financial and Non-Core Assets

€2,500 - 3,500 MM
potential pre-tax
proceeds*

« Commitment to complete within the next 12 months subject to
market conditions

Estimated as of September 2001




Optimal Use of Capital

Investment Program

Grow generation in Spain
—Leading position in CCGTs
—Leading position in renewable energies

—Production to converge with supply

Grow generation internationally

—Mexico, Brazil and others




2001 - 2006 Investment Plan

Investment Breakdown by Activity / Region (€ Bn)

Generation Distribution Mexico Brazil Other

Generation Renewable Energies Distribution




2001 - 2006 Investment Plan

Investment Financing (€ Bn)

12.0

2.4

Non-Core Additional
Asset Debt
Divestitures

Debt®  52% » 50%
Ratio  (2000) (2006)

Internal
Cash Flow

Planned
Investment

*  Debt / (Debt +Equity)

2001 - 2006 Investment Plan
- can be completed withno

Increase In leverage




Optimal Use of Capital

Leading Position in CCGTs — Spain and International

CCGTs Installed Capacity (MW)

9,622 9,622
789 563
2646 Brazil

8,833

F | [

2002 2003 2004 2005

e Castellon | » Bahia de Bizkaia « Aceca « Castellon Il e Assets to
* Castejon * Tarragona + Escombreras divest or
» Cartagena « Santurce replace

e Monterrey | « Altamira Il y IV o » Altamira Vy VI : « Enertek Il
» Enertek (from 2001)  Monterrey II  Veracruz (extension)

e Termoacu e San Salvador
e Termopernanbuco e Termopernanbuco |l




Optimal Use of Capital

Leading Position in CCGTs — Spain and International

Expected
= IRR

Spain 10%

Mexico 11%

Brazil (39%) 11%




Optimal Use of Capital

Gas Supply

Sources

Uses (bcma)*

Gas Natural
Eni/Snam
Algeria
Nigeria
North Atlantic
— Others
 Mexico
— Pemex
e Brazil
— Petrobras

[ ] CCGTs in Spain
(] Supply Spain
] Mexico

(] Brazil

6.1

U/
5.3 bcma 28
already :
contracted Q;

Indexed Pricing

Regasification Plants

—Electricity —QOil
—Coal —Inflation

2003 2006
Bilbao** Castelldn
2,7 bcm 3-6 bcm

*Includes both internal consumption and supply to final customers
** 25% ownership




Optimal Use of Capital

Gas Supply - Spain

Market to be fully open by 1st January 2003
/0% limit of total imports for one sole player

Total expected market in Spain: 34 bcm (2006)

50% of gas demand in Spain located in Iberdrola’s electricity
distribution area

Iberdrola to trade 20% of total volume in 2006:

—11% for internal use

—9% for supply to final customers




Optimal Use of Capital

Leadership in Renewable Energies - Spain

« Significant growth opportunity

— European Directive, Spanish
legislation

— Kyoto protocol and social concern
 |berdrola’s competitive advantage
— Leadership in “wind” park promotion
in Spain
Energy and commercialization
management skills

Renewables Installed Capacity Spain (MWSs)

3,834 3,834

Operational Operational Operational Total
2001 2002/03 2004-06
(under
construction)




Optimal Use of Capital

Leadership in Renewable Energies - Spain

Expected
= IRR

12%




Optimal Use of Capital

Mexico

e Limited currency risk
— Fuel and tariffs are dollarized

o Limited commercial risk
— Top quality customers: CFE and leading corporations
— Long term sale contracts

* Limited fuel risk

— Guaranteed gas supply
— Pass through of gas cost




Optimal Use of Capital

Brazil

 Distribution
— Investment limited to capex on existing assets

— Leading position in North-eastern Brazil (+6.5 million customers)
— Solid Brazilian partners (Banco do Brasil and Previ)
— Limited shortage risk in existing contracts with generators due to Brazil’s “Annex 5”

e Generation
— Build new generation to converge with supply
— Guaranteed fuel supply
— Target new investments in local currency
— Non-recourse financing
— Leading customers




Maximize Value from Client Base

e Guarantee customer loyalty

» Add new products and services lines
— Gas
— Industrial Products and Services
— Air Conditioning

— Multi-Services

» Customer base segmentation

2000

Gas Supply
0%

Electricity
100%

ARPU €778

2006

Gas Supply Supply (Other)
AL

Electricity
92%

e ac st
~ and benefit from upcoming liberalization
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2006 Operating Targets

Platform
Mexico

Other

Installed Capacity (MW)
Production (GWh)

Distributed Energy (GWh)

Installed Capacity (MW)
Production (GWh)
Distributed Energy (GWh)

Installed Capacity (MW)
Production (GWh)

Installed Capacity (MW)

5,000

40,000

3,000

Installed Capacity (MW)
Production (GWh)

30,800

+120,000




2006 Operating Targets

Contribution to EBIT*

Higher Focus on Generation

2000

Distribution

Generation 46% 44% & Supp|y

Other

More Balanced Geographic Exposure

Generation

International

94% / Domestic

International

* Includes income from associates

Distribution
& Supply

Domestic




2006 Operating Targets

A More Balanced Mix

Installed Capacity (MWSs)

2000

Nuclear

Thermal
Renewables

Production (GWh)

Renewables

Thermal

Renewables

Thermal

Nuclear

Renewables




2000 - 2006 Financial Targets
(Euro MM) 400[0)

* Revenues 7,052
« EBITDA 1,975
* Net Income 852

— EPS (€) 0.95
* Dividends 482

— DPS (€) 0.54
* Payout 97%

Req“mu rn * IRR: WACC + 2-3%

» Leverage is reduced to 50% in 2006

Leverage

 Room for additional leverage

30




Table of Contents

3. Conclusions




Conclusions

+

Efficiency

+

Generation

+

Customers




Conclusions

Additional opportunities in areas of priority
continuously monitored...
— Generation and supply

— Europe and US

...Meet appropriate return criteria

...Add new skills and synergies to current businesses

eLeverage ratios resulting form the Plan allow for additional
debt financing

*Willingness to dispose electricity domestic assets if required
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THIS DOCUMENT HAS BEEN PREPARED BY THE COMPANY SOLELY FOR USE AT THE ANALYSTS' PRESENTATION HELD IN
CONNECTION WITH THE ANNOUNCEMENT OF THE 2002-2006 STRATEGIC PLAN. THE INFORMATION CONTAINED IN THIS
DOCUMENT AND ANY FORWARD LOOKING STATEMENTS HAVE NOT BEEN INDEPENDENTLY VERIFIED AND NO
REPRESENTATION OR WARRANTY EXPRESS OF IMPLIED IS MADE AS TO, AND NO RELIANCE SHOULD BE PLACED ON, THE
FAIRNESS, ACCURACY, COMPLETENESS OR CORRECTNESS OF THE INFORMATION OR OPINIONS CONTAINED HEREIN. NONE
OF THE COMPANY, OR ANY OF ITS ADVISORS OR REPRESENTATIVES SHALL HAVE ANY LIABILITY WHATSOEVER (IN
NEGLIGENCE OR OTHERWISE) FOR ANY LOSS HOWSOEVER ARISING FROM ANY USE OF THIS DOCUMENT OR ITS CONTENTS
OR OTHERWISE ARISING IN CONNECTION WITH THIS DOCUMENT.

THIS DOCUMENT DOES NOT CONSTITUTE AN OFFER OR INVITATION TO PURCHASE OR SUBSCRIBE FOR ANY SHARES AND
NEITHER IT NOR ANY PART OF IT SHALL FORM THE BASIS OF OR BE RELIED UPON IN CONNECTION WITH ANY CONTRACT OR
COMMITMENT WHATSOEVER.




