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Macro hypothesis for 2016-2020
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Our central scenario for macro hypothesis assumes
a moderate economic recovery

Progressive GDP growth recovery to around 2%
by the end of the period, supported by low
commodity prices, and ECB accommodative
monetary policy in a context of low inflation...

...and low interest rates

Average GDP slightly above 2%,
with good employment level
and inflation reaching 2% ...

...normalization in monetary policy
through 2016;
interest rate adjustments in the following
years to control inflation

GDP growth towards 2% with inflation under control
UK stays in...

...with the BoE’s monetary policy
normalization beginning in 2017

GDP growth recovery not expected until 17/18
Inflation rate progressively decreasing to 6.5%
target level in 2018...

...allowing lower interest rates as the
Central Bank starts easing its
monetary policy to support growth
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Interest rates will gradually increase as monetary policies
normalize in the main economies, with the exception of Brazll
where rates will be cut

Average 2016-2018 Average 2019-2020

EUR 0.22% 1.10% 1.58% 2.00%

Interest USD 1.67% 2.58% 3.10% 3.75%

rates GBP 1.52% 2.35% 2.65% 3.08%

BRL 12.85% - 11.88% -
Average USD 1.22% 1.11%
spreads for 0 0
7/10* year GBP 1.50% 1.40%
new debt EUR 0.80% 0.76%
* Eur: 7 years; Usd and Gbp: 10 years
Iberdrola Group financing spreads will remain stabl e during 2016 - 2020
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End of January USD and GBP FX spot rates
maintained unchanged during the Plan ...

USD/EUR real & expected rate  GBP/EUR real & expected rate  BRL/EUR real & expected rate

0.9
0,85

h“”ﬂﬂ‘“\\ 08
0,75 A

W

0,65
0.6 2

2013 2014 2015 2016 2020 2013 2014 2015 2016 2020 2013 2014 2015 2016 2020

Average FX rates vs euro
USD 1.08 GBP 0.76 BRL 4.30

... due to current volatility in the FX market
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Financial Outlook
Cash flow generation exceeding annual investments w il allow a
sustainable dividend policy while improving our sol id financial profile ...

2016 — 2020 average FFO vs. Net Investment (Eur Bn)

6.9 4.8

Average FFO
generation is
Eur 2.1 Bn over

nhet
investments

Average FFO 16-20 Average Net Investment 16-20

... with Net debt under control growing Eur 1 Bn per ann um in the first
years. Debt in 2020 will be around Eur 30 Bn.
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93% of the needs in the plan
funded with operating cash flow

2016 — 2018 2016 — 2020
Sources Uses Sources Uses
- New Debt o
New Debt Dividends 5 Others Dividends
Capitalized Capitalized
costs costs
9390 FFO
FFO Investments Investments
of the plan

Proportionally higher investments at the beginning
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Financial Outlook: solvency ratios

Growth in EBITDA and operating cash flow lead solve  ncy ratios to
maintain strong levels
2018 ratios: ND / EBITDA: =3.6X; FFO/ND 2 22%

Net Debt/EBITDA FFO/Net Debt RCF/Net Debt *
(X) (%0) (%0)

OUTLOOK 2016/20 —
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3.8 21.7%
25.4%
0 23.1% 20.5% ,’
3.6 3.6 = /. E /’
. ’'d
@----- N 22.2%  22.2%,°° /’
™ \ - 0. /
3.5 . @----- & 19.9% Ssel
M o . N
21.0% 18.7% .
\. 3.1 0 18.9%
2015 2018 2020 2015 2018 2020 2015 2018 2020
2015 Reported Ratios: w UIL
E 2015 Ratios W/O UIL * RCF / Net Debt 2015 pro-forma with 2 dividends

© 2015 Pro-forma: including 12 months contribution of UIL

Growth in cash flows to 2020 will lead to solvency ratios improvement
with ND/EBITDA at 3.1X in 2020
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Capital Structure

Group capital structure
underpins a sound investment grade rating ...

Financial model also optimize the capital structure In the countries
taking into account the business mix and the countr y solvency

* In line with regulatory requirements

Regulated _ _
* Following the debt /equity regulatory allowance

Business

: : e Adequate to optimize fiscal advantages and
financial Renewables d P J

maintain financial solvency

optimization

W11 V4=ls Il ° Adequate to guarantee financial solvency

... With reference ratios
compatible with investment grade rating in every co untry

‘ IBERDROLA www.iberdrola.com 10
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Increase in floating rate (mainly in Eur) has contr  ibuted to reduce financial
cost. Gradual increase in fixed rate to align finan  cial structure with business
profile

Debt Structure

2013 — 2015 evolution 2020 Target

Floating
AVI)

Fixed
45.6%

2013 2015 2020

Average cost of net debt for the plan below 4%

“ IBERDROLA www.iberdrola.com 11
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interest rate risk management

Each currency will have its fixed / floating struct ure depending on
business profile

Current debt structure* Target debt structure Rationale

% of Debt % Fixed % of Debt % Fixed

Debt balanced floating / fixed in line with
€ 49%  27% ‘ 24-48% 45-60% the revenue structure
Debt mainly issued in long-term fixed
rates:
$ 30% 96% - 28-38% 75-85% 1) For regulated business in US
2) Renewable and Regulated generation
(Mexico) mainly based on long term PPA

£ 20% 80% - 23-33% 50-60% Fixed & inflation-linked cash flows

Renewables mainly fixed revenues

BRL 1% 304 - 1-5% 5-15% Mostly floating. Difficult market to obtain

fixed references

*2015 year-end situation

“ IBERDROLA www.iberdrola.com 12
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Structural Subordination

Financial model designed
to follow current structural subordination guidance

Current situation 2016-2020 Plan
Average Target
Brazil Mexico Other
2.8% 5% 0.6%
USA USA 13.8%
15.5%
UK 8.7%
To be maintained
UK Brazil 2.0% below the 30%
9.6% threshold
Holding Mexico 2.8%
70.0%
Others 0.3%
Flexible management to optimize non-holding company level debt based

on country situation and requlatory requirements

“ IBERDROLA www.iberdrola.com
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Debt structure per markets. Financial model
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Strong diversification in sources of finance ...

Current situation*
Strong diversification ...

* At 2015 year-end

TEI
Bank Loans 0.7%

12.3%
Project Bonds: Euro
Finance E'E Market
3.0% Q 34.1%
Commercial
Paper
0,
5-3% Bonds:
Other
1.1%
Bonds: UK onds: USS
Market Market
12.7% 24.7%

During the Plan

...to be maintained
with increasing importance of green financing

Bond market: Eurobond will be
our main source. Complete secondary curve
with a target of two benchmark references
each year

Bond market: More than 40 issuances in Six
markets other than the Eurobond

Supranational lenders:
Iberdrola strategic target.

... provides access to many markets

gﬁ“ www.iberdrola.com
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Liquidity

Active liquidity management, maintaining around Eur 8 Bn — 9 Bn,
with room to increase if required...

Comply with rating agencies’ liquidity requirements

Minimize liquidity cost

Maintain adequate liquidity in each country and man aging it
according to the different markets and needs

... aiming to cover 18 months in stress scenario
or 24 months in base case scenario

“ IBERDROLA www.iberdrola.com 15
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Debt maturities

Comfortable debt maturity profile of Eur 2.0 - 3.3 Bn / year...

Current average maturity: 6.4 years

2016 2017 2018 2019 2020 2021+

Including 1.5 Bn commercial paper. Including Eur 1.8 Bn of UIL assumed debt (as of 31 December 2015)

... with the aim of maintaining an average life over s  ix years

‘ IBERDROLA www.iberdrola.com 16
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FX risk management: structural

Structural FX hedge is taken by having the debt in the same
currency and similar % that the funds from operatio ns to ...

... minimize FFO / Net Debt ratio volatility protecting solvency ratios

FFO vs. Debt
2015 2018e 2020e

N 140% |
el 20.1% 25.7% 21 - 31% 23 - 33%

Usd 27-37%

Forecasted
Debt range,

Current Current FFO Debt FFO Debt
FFO Debt 2018e 2018e 2020e 2020e

Forecaste
Debt range 28-38%

Eur 27 -51%

2020 expected FFO breakdown: 36% EUR, 33% USD, 28% GBP

“ IBERDROLA www.iberdrola.com 17
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... and annually minimizing FX risk in the Profit & Lo

SS account
through derivatives
Hedging Net Income FX exposure in currencies other
Target
than Euro

Net Income by currency

6%

Maximum risk allowed:

o BRL
~6.5% of yearly 32% = GBP
Net Income usb
. N

2016 2020

2016 risk position already hedged: 79% USD, 87% GBP

and 49% BRL
‘ IBERDROLA www.iberdrola.com
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Dividends

Maintaining scrip dividend due to the tax advantage s and the
shareholder optionality ...

@ Receiving shares >‘ No withholding tax

: : Subject to withholding tax
@ Selling rights to Iberdrola > (19%)

L : from 1 January 2017 considered as a
@ Selling rights in the market > ..................... capital gain ..o

Resident institutional shareholders
No withholding tax Non-resident shareholders (instit.&retail  ):

no real impact as double-taxation treaties should
exempt most investors from the capital gain

Subject to withholding tax
(19%)

proceeds declared as a capital gain (taxed atarat e from
19 to 23%)

> Resident retail shareholders:

... Including the buy- back program with target share c apital of
6,240 million shares, avoiding shareholders’ diluti on

“ IBERDROLA www.iberdrola.com 19
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The main sources of risk are:

Political / Economic

Prices and Spreads FX
Interest . Demand _
Rates Regulation Variation Execution Weather

21
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Business risk

On average, 77% of annual EBITDA originates from Re  gulated
Business and Renewables...

Average annual EBITDA share* Risk as % of annual EBITDA***

Liberalized
Business

Renewables

Regulated
Business**

(*) 5 years average
(**) Networks and Regulated Generation (Mexico) (****) Weather conditions considered, average five consecutive worst years

... which have inherent stable earnings profile with a maximum EBITDA
Impact of 8% in an adverse scenario

“ IBERDROLA www.iberdrola.com 22
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Sensitivity analysis

Limited deviations to main sensitivity macro & pric e factors

Sensitivity to: EBITDA  Net profit
: : +3% +7%
+/- 5 € / MWh driven by oil, coal & gas
. - 0
Power and CO2 prices

prices i >

o RS s o ......................... “‘ aEEN, ..‘ “‘ sEEy ..’

prices : Impact of +1 €/ t variation on COZ2 price ;. +0.43% R -’. +0.9% 2
FX +/- 10% variation of exchange rates 6% +6%
-6% -6%

Interest +/-1 p.p. deviation in short term rates vs. +3.5%
rates plan -3.5%

Business, geographic & currency diversification reduce
volatility inthe P & L

“ IBERDROLA www.iberdrola.com 23
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Conclusions

Iberdrola’s financial strategy for 2016-2020 focuses on ...

... maintaining a solid financial
profile compatible with a growth
Investment plan ...

... that will deliver, with low risk,
sustainable value creation for our shareholders

“ IBERDROLA www.iberdrola.com
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DISCLAIMER

This document has been prepared by Iberdrola, S.A. exclusively for use during the presentation “Outlook 2016-2020". 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 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 (i) the restated text of the Securities Market
Law approved by Royal Legislative Decree 4/2015, of 23 October; (ii) Royal Decree-Law 5/2005, of 11 March; (iii) Royal Decree 1310/2005, of 4 November; (iv) and their
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.

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,” “intends,” “estimates” and similar expressions.

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 Comisién 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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