IBERDROLA

Julian Martinez-Simancas
General secretary and secretary of the Board of Directors

Bilbao, 23 October 2013
Tothe National Securities M arket Commission

Re: Resolutions of the Board of Directors regarding the dividend policy and
information about the preliminary terms of the implementation of the second
paid-up capital increase relating to the compensation _system “lberdrola
Flexible Dividend” (“1berdrola Dividendo Flexible’)

Dear Sirs,

Pursuant to article 82 of Law 24/1988, of 28 July, on the Securities Market (Ley
24/1988, de 28 de julio, del Mercado de Valores) and related provisions, we hereby inform
you that the following matters in relation to the shareholder’ s remuneration were addressed at
the meeting of the Board of Directors of Iberdrola, S.AA. (“Iberdrola” or the “Company”)
held yesterday:

(A) TheBoard of Directors agreed to amend the dividend policy of the Company, setting up
the percentage of the results of each year that will be subject to distribution among the
shareholders between 65 % and 75 %, in line with that of companies with a similar
business profile. In addition, it considered the possibility of accompanying the system
“Iberdrola Flexible Dividend” (“lberdrola Dividendo Flexible’) by the cancellation of
own shares held as treasury stock with the purpose of offsetting the dilution provoked
by the issuance of new shares.

(B) The Board of Directors was informed of the following terms in relation to the
implementation of the second paid-up capital increase approved by the Genera
Shareholders Meeting of Iberdrola held on 22 March 2013 under section B of item six
on the agenda with regard to the system “lberdrola Flexible Dividend” (“Iberdrola
Dividendo Flexible”) (the “Capital Increase’), which implementation will be
submitted to the approval of the Board of Directors of Iberdrola at its next meeting,
which will be held in November:

(@ Estimated price of the purchase commitment that Iberdrola would assume: it is
estimated that, if the Capital Increase is carried out, the fixed price of the purchase
commitment that Iberdrola would assume concerning the free alocation rights
would amount to a minimum of 0.125 gross Euros per right.
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(b) Estimated timetable:

(i) 9 January 2014: notice of significant event regarding the number of free
allocation rights required to receive one share and the guaranteed fixed price
of the purchase commitment of free allocation rights that |berdrola would
assume.

(i) 10 January 2014: publication of the announcement of the implementation of
the Capital Increase on the Official Gazette of the Commercial Registry
(Boletin Oficial del Registro Mercantil).

(i) 10 January 2014 (23:59 CET): record date for the assignment of free
allocation rights.

(iv) 11 January 2014: commencement of the trading period of the free allocation
rights and of the period to request the cash consideration under the purchase
commitment that | berdrola would assume.

(v) 22 January 2014: end of the period to request the cash consideration under
the purchase commitment that Iberdrola would assume.

(vi) 27 January 2014: end of the trading period of the free allocation rights.
Acquisition by Iberdrola of the free alocation rights to shareholders who
would have elected to receive cash under the purchase commitment that
| berdrola would assume.

(vii) 30 January 2014: payment of the price of the free alocation rights acquired
by Iberdrola under the purchase commitment that |berdrola would assumel.

(viii) 3 February 2014 assignment of the registry-references regarding the shares
to be issued under the Capital Increase.

(ixX) 5 February 2014 expected commencement of trading of the shares of
Iberdrolato be issued under the Capital Increase.

Please note that the dates and economic terms mentioned above are preliminary and are
based on mere estimations of the tentative timetable and of the economic terms on which
Iberdrola, under the current circumstances, could carry out the Capital Increase. As a
consequence, both the decision of implementation of the Capital Increase and the
establishment of its terms and conditions are subject to the approval of Iberdrola s Board of
Directors. As soon as such approval takes place, it will be communicated to the market
according to the provisionsin the current legislation.

! The estimated date for the payment of the price of the free allocation rights acquired by Iberdrola under

the purchase commitment that the Company would assume may present peculiarities for holders of ADRs
(inthe United States of America) and CDIs (in the United Kingdom).
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Yourstruly,

General secretary and secretary of the Board of Directors
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IMPORTANT INFORMATION

This communication does not constitute an offer to purchase, sell or exchange or the
solicitation of an offer to purchase, sell or exchange any securities. 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 or pursuant to a valid exception
from registration.

This communication contains forward-looking information and statements about
Iberdrola, SA., 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 lberdrola, 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 materialy 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 public documents sent by
Iberdrola, S.A. to the Comision Nacional del Mercado de Valores.

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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