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Iberdrola: one of the leading utilities worldwide,
that has significantly improved its position
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corporate governance system that has consistently evolved to comply

A successful industrial enterprise and long term business model backed by
with the Spanish Unified Code and international best practices
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BERDROLA

Solid track record and strong commitment with our shareholders:
value creation since 2001 higher than Utilities and Indexes of reference

124.8%

IBE EON RWE Euro Ibex 35 ENEL
Stoxx

Utilities

* Total Shareholder Return 1-Jan-00 / 30-Nov-10 3
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More than 9,500 MMu of dividends paid since 2001
5.7% Dividend Yield and 57% Pay-out ratio

1,779.0*
1,635.8
1,353.3

€ Million

1,095.6

798.0

5066 692.4
491 8 5273 990.4

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

* Includes July Scrip Dividend. Cash Equivalent to 0.191 U /share 4
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Independent and private company with
no single controlling shareholder in our history

= Over 400,000 shareholders worldwide B

Board of United States

Directors o Others 8%
it Institutional 3%

Other core
shareholders

Continent
Europe
| 0 .
ACS | 19% Spain
60%
United Kingdo
Retail 10%

BBK and BANCAJA are minority shareholders with long-standing links

to the company - no control capacity, and few related-party transactions

/

as financial services providers

(*) Includes ADRs /1.2%) and CDI s (0.8%)
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Iberdrola s Management focus on full coverage of the shareholders
community, regardless of the size of their stake

Investor Relations
I -
nstitutiona Retall
shareholder shareholder

A Campaigns to increase voting:
80% participation achieved

: Annual neral
Fixed Income ual Genera

M= A PR Activities
A Meetings with more A Close relationship
than 900 Investors with Rating Agencies A Quartelrly Repc_;rts
A Institutional investors A Meetings with more Shareholders A Exclusive on-line access
than 200 Investors Club A Dividend Reinvestment Plan

-Albovoq !l yo'-funds

- Hedge funds A Investors in Iberdrola A Membership campaign
A Non-institutional debt
investors -Bonds .
A Spanish and Overseas - Commercial Paper AR A More than 80.000 shares
based Shareholders A More than 15 specific events / year

Club A Personal attention: specialist team

Current regulation prevents companies like Iberdrola to know who their shareholders afe ¢
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One of the best teams in Europe, recognized by the Markets
Awards include Best CEO, Best CFO, and Best IR Professional

Platts Global Energy Awards
(2006)

Institutional Investor
(2004, 2005, 2006, 2007, 2008, 2010)

Thompson Extel Survey
(2004, 2005, 2006, 2008, 2009, 2010)

IR Magazine
(2003, 2004, 2007, 2008)

A Best Utility of the Year
A Best Executive of the Year (I. Galan)

A Best European Utility IR

A Best Spanish Company IR

A Best Executive of the Year (I. Galan)
A Best CFO (J. Sainz Armada)

A Best IR Professional (I. Cuenca)

A Best European Utility IR

A Best Spanish Company IR

A Best Executive of the Year (I. Galan)

A Best Spanish Utilities CFO (J. Sainz
Armada)

A Best IR Professional (. Cuenca)

A Best Spanish Company IR
A Best Practice of Corporate Social
Responsibility

s
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Proactive behavior facing Corporate Governance challenge

Non mandatory recommendations of the Spanish Unified Code and
international standards have been incorporated into the By-Laws
and the Governance Rules of IBERDROLA

S

Continuous Board refreshment:

1991 2001 2007 2010
38 21 15 14

<

Directors

Independent ) ) 5/330% /5704
[ <12 years

Women () 0 0 1/6% 3/21%

IBERDROLA is on a continuous engagement with investors,
financial analysts and proxy advisors

E

(1) Samantha Barber is British
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Decentralized corporate structure, avoiding the accumulation of power

IBERDROLA, as a holding company, formulates the corporate strategy and pol|cie:
and supervises the management of the Group

—

Each business is /__\
managed by a lead company Independent directors have

I joined the boards of these
el Itéoor\évrgiﬁgggd and leading companies

} Iberdrola, S.A.

' Iberdrola Renovables
80%

- Iberdrola
berdrola Ingenierié
" USA
y Construccion 0

(1) Independent American, British and Mexican directors 9

Iberdrola
Meéxico

Iberdrola Iberdrola

Iberdrola
Generacion Distribucion Inmobiliaria
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Chairman & CEO: Ignacio Galan Board of Directors
(decision-making body) 14 members
A Lead Independent Director has been

appointed to mitigate the risk of
accumulation of powers:

Executive Committee o
(decision-making body): Composition of the Board:
/

_ 6 members(1 executive, 3
S —— independent and 2 proprietary)

Inés Macho Stadler is the
Lead Independent Director

1 Executive Director
Audit & Compliance Committee

(consultative body): 2 External Proprietary Directors

—~——__3 members (all independent) — (representing BBK any
\ BANCAJA)

11 External
Independent Directors

Nominating & Compensation Committee
(consultative body):

3 members (all independent) —
Corporate Social Responsibility (8 of the_m W't.h less than 12
St years in office; 2 women)

< 4 members (all independent) —

There is no Supervisory Board in Spain 10
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Strict rules and procedures for the treatment of conflicts of interest
within the Board of Directors

Specific conflicts of interest with respect to a director are resolved by:

- -

The companyds obliga
The directoro6s oblig- to notify the market of the
give notice of the conflict ‘ conflict in the annual
and to refrain from corporate governance report
negotiation of or deliberation and in the semi-annual

regarding the matter ) information regarding
\ W-party transactions

Ongoing conflicts of interest, such as situations of structural competition,
bar access to the Board of Directors pursuant to the provisions of the Spanish
Companies Law and the internal regulations of IBERDROLA

Transactions with significant shareholders are subject to authorization

of the Board, after a report from the Audit and Compliance Committee

11
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Incentivising shareholders activism:
guorum above 75% in last four Annual Shareholders Meetings

27 33% 79.98% 7790% 79.59%

Attendance
Premium:
0.005 u/s

65.56%

53.0%
Attendance
Premium:

0.0025 u/s

48.01%

2002 2003 2004 2005 2006 2007 2008 2009 2010

Attendance Premium helps to improve final quorum above-86%

Massive shareholder support for voting proposals

12
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No special supermajorities required in the Shareholders Meeting

Voting rights
limited up to 3%
T2NJ aKI Nb

of 2 or more
Main Operators

in the sector

All shareholders Right to be

may attend the represented

GSM, regardless through any 1 share, 1 vote
of the number person and to

of shares held cast vote

By-Law restrictionsderived from the need of protecting minority

shareholders against takeovers without minorities benefits

No shareholder may exercise ,_ b2 G2iGAy3 NRAIKGAE F.2N

VOt'%?c ;'ﬁg:: 220;{; 10% in conflict of interest (Art. 30)

———

w Never raised in a shareholdersd meeting since 1990
w Never proposed for debate by any shareholder

Neutralization of limitations in the event of tender offers (Title Il of the Byaws)

13
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Iberdrola s management is strongly committed with value creation
for all our shareholders

n

Two ways of taking control of a company: -

To take a minority stake and gaining control of the Board without
paying premium to all shareholders

Iberdrola s By Laws protect minority
shareholders and value creation with no
voting limitations in case of tender offers




€

IBERDROLA

40% of ACS s Balance Sheet is in competition
with 70% of Iberdrola s Balance Sheet

Eur 25.2 M

Supply Spain

Generation Spain & UK

Eur 16.3 M Potential

~ 67%

Generation Mexico
Industrial Services & Energy

(including Renewables) Distribution Brazil

Renewables
Engineering & Construction

Environment & Logistics —_—

Distribution Spain

Supply UK
Construction & Concessions
Distribution UK

Energy East

~  Non Energy

ACS Iberdrola

Source: Nera

15
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Renewables an Engineering are the main areas of conflict

Direct Competition

AACS Renewables and S 25 - Accordingto the analysts,

Engineering areas amount for ¥ THIESRAI O A IS
41% of total sales and almost h
one third of the company valug,.

IB and ACS 2008 Revenues by business areas

16

Aln the case of Iberdrola, the
technological knowledge related
to Engineering area is the
strategic basis for the
positioning of 97% of the
business of Iberdrola Group.

ACS

Engineering  Energy Business
Source: PWC Source: PWC Renewables  Other nonenergy business




