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@ Presentation

As is the custom each year, Iberdrola hereby presents its Sustainability Report, in this case for financial year
2015, which was approved by its Board of Directors at its meeting of 23 February 2016, after a report
from the Corporate Social Responsibility Committee of the Board of Directors.

This report has been prepared in accordance with the recommendations of the Sustainability Reporting
Guidelines as well as the Electric Utilities Sector Supplement, both of the Global Reporting Initiative (GRI
Guidelines), version G4. Iberdrola publishes this report in order to give its Stakeholders a true and accurate
view of its performance during financial year 2015, in compliance with the commitments assumed in its
corporate policies: the General Corporate Social Responsibility Policy and the Stakeholder Relations Policy.

Readers of this Sustainability Report 2015 may also view the Annual Corporate Governance Report 2015,
the Annual Financial Report 2015, and the Information Supplementary to the Sustainability Report 20135,
as well as the Integrated Report. February 2016, all of which are accessible at www.iberdrola.com, and
which contain additional useful information for a complete understanding of Iberdrola’s activities during the
financial year and of its future prospects.

Note: The figures included in this translation follow the customary English convention, with figures in thousands separated by a comma (,) and decimals indicated by a full
stop (.).
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GA4-1 Statement from the most senior decision-maker

Dear friends,

| am pleased to present to you Iberdrola’s Sustainability Report, in which you can find thorough and
detailed information regarding the Company’s economic, social, and environmental performance during
2015 according to the guidelines of the Global Reporting Initiative (GRI).

We achieved two milestones during the past year that are especially significant because they are
representative of both Iberdrola’s strategy and sustainable business model in recent years and the market’s
perception of the performance and prospects of our Company.

In the first place, the U.S. company UIL Holdings was merged into our subsidiary Iberdrola USA, giving rise
to the company Avangrid, which commenced trading on the New York Stock Exchange with a capitalisation
of approximately 12,000 million dollars. The company is the second largest North American wind power
producer and distributes electricity and gas in New York, Maine, Connecticut, and Massachusetts. With
more than 30,000 million dollars” worth of assets, it provides service to some 9 million people, has an
installed capacity of almost 7,000 MW, and has operations covering 25 states and Canada. Avangrid is
one of the largest regulated electric companies in the country and is the consolidated company with the
lowest level of emissions, which are practically nil.

Furthermore, lberdrola ended financial year 2015 as the largest European electric company by stock
market capitalisation and among the three largest in the world in its sector by this measure, which constitutes
recognition by the markets of our company’s history and potential as compared to its principal international
competitors.

The position reached by Iberdrola is the result of the Company’s transformation over the last fifteen years,
thanks to an entrepreneurial vision that anticipated industry trends: confirmation that the strong growth in
global energy demand could not be satisfied with an inefficient and environmentally-unsustainable model
based on fossil fuels. Much to the contrary, the change towards a progressive decarbonisation of the
economy, the increase in the weight of electricity in the global energy mix, and the growth of clean energy
were unstoppable and irreversible.

To serve this global vision, we dedicated all of the Company’s investment, technology, and management
potential to launch a strategy directed towards the growth of clean energy, centred on regulated businesses
and focused on international expansion in countries with a high level of creditworthiness. This strategy
required an ambitious investment programme that ensured financial strength and growing profitability to
provide a sustainable dividend to our shareholders.

Implementation has been supported by operational efficiency, management of the balance sheet, customer
focus, personnel management, supplier management, and technological innovation.

Underpinning all of the foregoing are the values of effort, ability, honesty, loyalty, team spirit, social
commitment, and strict compliance with the principles of transparency and business ethics, which constitute
the basis of our corporate governance.

Financial results: strength and foresight

Thanks to the optimisation of operational and financial management, in 2015 we met the goals set out in
the Outlook 2014-2016 a year ahead of time. Gross operating profit (EBITDA) grew 4.9% to 7,306 million
euros and net profit grew 4.1% to 2,422 million euros compared to the prior year. The excellent performance
of the Company during the year allowed for a proposed 4% increase in shareholder remuneration to 0.28
euro per share.
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Our share price also increased 17% during the past year —compared to a 7.2% drop in the lbex-35 and
5.4% drop in the EuroStoxx Utilities Index—, making Iberdrola the European electric company with the best
stock market performance in 2015.

Committed to society

For yet another year, Iberdrola has continued to act as an engine for growth and the generation of
employment, wealth, and well-being in the countries in which it has a presence, creating sustainable value
for all of its stakeholders and for society as a whole. This also applies to our approximately 600,000
shareholders, with total shareholder return coming to almost 20% during the year, the highest among
European electric companies.

The commitment to our near 31,000 employees has taken shape in promoting their personal and
professional development, with 38 hours of training per employee and some 2,400 promotions per year.
We have also made approximately 1,750 new hires and offered internships to 550 young persons.

We have continuously provided our customers, the 100 million people to whom we bring light throughout
the world, with safe and high-quality supply, while at the same time offering them better energy solutions.

We have likewise continued to operate as a significant driving force among our 17,600 suppliers, with
annual procurement exceeding 7,300 million euros per year. This economic impact on society is in addition
to the direct tax contribution generated by the Group’s business activities throughout the world, exceeding
5,500 million euros per year.

lberdrola has also strengthened its commitment to sustainability as one of the most environmentally-friendly
European electric companies. Although our emissions per kWh generated are already some 30% below the
average for the European electricity sector, at the United Nations Conference of Parties (COP 21) in Paris in
2015 we presented new and ambitious goals to obtain a 50% reduction in CO, emissions by 2030 compared
to 2007 levels and to be carbon neutral by 2050. At year-end 2015, the intensity of emissions has already
decreased 25% compared to 2007, with 63% of our installed capacity being completely emissions-free.

This wager on sustainability has made the Company a leader on indices such as the Dow Jones
Sustainability Index, the FTSE4Good, and the Climate Disclosure Leadership Index

At the same time, we have consolidated our position as an international leader in RD&I, an area to which
we allocate 200 million euros annually for activities relating to smart grids, clean generation, offshore wind
power, and new business technologies and models.

In the area of social commitment, lberdrola has also continued work on deve|opment of the Programa

electricidad para todos (Electricity for All Programme), which was launched in 2014 to strengthen activities
promoting access to electricity in emerging and developing countries. In Spain, the Company has launched
an action protocol and has signed various agreements with autonomous communities and municipalities to
ensure the continuity of electricity and gas supply to economically vulnerable customers, in order to protect
all of Iberdrola’s customers belonging to this group.
The Iberdrola Group has also strengthened the activities of its Foundations throughout the world in the area of
youth training and employability (mainly through the International Scholarship Programme, through which
more than 530 young persons will have engaged in post-graduate and doctoral studies at international
universities in 2016); art and culture (with lighting and the restoration of historical artistic heritage and
an art collection of its own); biodiversity (with several programmes to preserve the environment); and
cooperation and community service (with actions supporting vulnerable groups).
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The future: new growth stage

lberdrola confronts an immediate future characterised by the need to meet a strong growth in global
energy demand using clean and efficient sources to reduce global emissions and combat climate change.
Although the electricity sector only accounts for 25% of total emissions, it has the technological potential to
contribute to decarbonisation. Furthermore, more than 1,000 million people lack access to electricity on a
planet with a population that will grow 30% by 2050 to more than 2,600 million inhabitants. The Company
is prepared to take an active role as a global player, providing solutions to the growing electrification of
a global economy that requires more renewable energy, more storage capacity and backup energy, and
more smart grids, to ensure a safer, more reliable, and more competitive energy model.

In this environment, lberdrola will commence a new phase of sustainable growth in its main geographic
and business areas pursuant to the keystones of its business model, ensuring financial strength and the
sustainability of its dividends. The strategic pillars presented by the Company for the 2016-2020 period
establish a net investment programme of 24,000 million euros (almost 22,000 million of which is already
committed) in the markets of the United Kingdom, the United States, Mexico, Spain, and Brazil. Investments
in growth will represent 70% of the total amount.

Regulated businesses or long-term contracts, which provide the safety, stability, and visibility that
characterise our business model, will be the focus of 88% of planned investments in the next five years and
will generate 81% of the gross operating profit (EBITDA) of the Group by 2020.

During the 2016-2020 period, Iberdrola expects to obtain average annual growth of 6% in both EBITDA
and after-tax profit, as well as an improvement in financial ratios. This trend will allow the Company to
offer growing remuneration to its shareholders in line with results and a payout of approximately 65-75%,
maintaining the formula of the flexible dividend used in recent years and using buy-back transactions to
keep the current number of shares stable.

lberdrola’s business enterprise and business model will continue to be focused on the sustainable creation
of value for all of its Stakeholders and for the companies of the territories in which it does business. In
addition to all of the foregoing, Iberdrola will continue to develop its Corporate Governance System, which
is at the forefront in implementing the main recommendations from the international markets and the most
advanced trends in this area.

This commitment to corporate governance and transparency, which is contained in the mission, vision,
and values of the Company, is one of the hallmarks of our identity and has made Iberdrola an international
leader in best practices, earning it significant international recognition.

Ignacio S. Galén,
Chairman and CEO of Iberdrola
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G4-2 Key impacts, risks, and opportunities

1. Iberdrola’s key impacts on sustainability

The Group’s commitment to sustainability is articulated in five basic principles of conduct in accordance
with its Sustainability Policy:

— Competitiveness of energy products supplied.

— Safety in the supply of energy products.

— Reduction in the environmental impact of all activities performed by companies of the Group.

— Creation of value for shareholders, customers, and suppliers, attending to corporate profits as one of
the foundations for the future sustainability of the Company and the Group.

— Boosting the social dimension of the Group’s activities.

Competitiveness

lberdrola seeks competitiveness in the energy products supplied through efficiency in the energy generation,
transmission, and distribution processes. This priority permits products to be offered at the best price
possible, the use of technologies with lower operating and maintenance costs, and a diversified mix with
the most competitive energy sources based on climate and market conditions.

Safety of supply

lberdrola’s strategy focuses on ensuring safety in the supply of energy products, using locally-produced
primary energy sources whenever possible, employing the use of renewable energy resources, and ensuring
the reliability and availability of generation, transmission, and distribution facilities.

The Group also works to maintain a high quality of service that ensures the availability of energy
for customers, for which reason it has both a robust transmission and distribution network to handle
extraordinary events and the means necessary to restore service as quickly as possible. The Group also
encourages the responsible use of energy, supporting energy savings and efficiency measures.

Reduction of environmental impact

The production and distribution of electricity are industrial activities with a potential impact on the natural
environment, caused in order to satisfy the consumption needs of society as a whole. In the environmental
dimension, global impacts may be produced throughout the electricity lifecycle on biodiversity, climate, the
ozone layer, and acid rain. And at the local level, there are impacts on the consumption of natural resources,
emissions, waste, effluents, electromagnetic fields, and the visual landscape. A detailed description of these
types of impacts can be found at www.iberdrola.com, under “Environment”. Actions to control and reduce
these impacts are described both in the section of this report dealing with the environmental dimension and
on the corporate website.

The development of clean energies and respect for the environment are the cornerstones of the Group’s
power production model. Various actions are taken to reduce the environmental impact of its operations,
such as the lower-emission power generation, the implementation of biodiversity programmes, operational
efficiency, which means the sustainable use of natural resources, the prevention of pollution, and the
appropriate management of waste generated by activities. The Group also attempts to make a rational and
sustainable use of water and to manage the risks associated with the scarcity thereof.

Sustainability Report 2015/ &“ IBERDROLA
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Value creation

lberdrola has a clear economic impact as a driver of industrial activity in the areas in which it operates
through the investments it makes and the corresponding creation of jobs. It also generates a broad range
of service activities in these areas and contributes financial resources to local governments. The challenge
is for these activities to be sustainable over time, for which reason the financial management of the Group
is based on three pillars:

— The optimisation of its investment capacity, ensuring an effective use of third-party and the Company’s
own capital, as well as appropriate rates of return that can create value for the Group.

- Efficient operational management of the assets deployed by the Group.

— Maintaining a financial structure that contributes to strengthening the Group’s asset base, thus facilitating
the accomplishment of its objectives.

The Group also deploys the best corporate governance systems available to it, including conduct and
compliance codes, as well as risk management systems, to ensure transparency of information and preserve
the creation of shareholder value.

Boosting the social dimension

The Company is progressively strengthening its commitment in the area of social responsibility, so as to
promote ethical and responsible behaviour along the entire value chain in all countries in which it operates.

Iberdrola encourages responsible, excellent management of human resources, with teams engaged
through the recognition of work performed, training appropriate to the capacities of its employees, and the
promotion of equal opportunity in all of its activities.

The Company has also established Stakeholder relationship models that are described in the various
chapters of this report, including the model for managing relationships with the communities in which it
does business, with which it promotes mechanisms for dialogue and communication, adopting measures
to facilitate their economic and social development and fostering policies relating to both employment and
the supply chain.

Finally, the Group contributes to sustainable development through citizen awareness campaigns promoting
efficient consumption of its products and services.

2. Long-term risks and opportunities. Comprehensive risk system

As provided in the Company’s General Risk Control and Management Policy, the Iberdrola Group has a
comprehensive risk control and management system, the purpose of which is to provide assurances to both
shareholders and other Stakeholders and to the markets in general in terms of economic profitability and
environmental and social impact, by properly managing the risk/opportunity ratio. The following are the
main features of such system:

— A structure of risk policies and limits approved by the boards of directors of the various companies of
the Group. The policies are available in full or in a summarised version at www.iberdrola.com.

— Identification and assessment of, and establishment of priorities for, the new key risks of the businesses
and the Group.

— Quarterly monitoring and control of the impact of risks on the profit and loss account of the Group.

— Analysis and control of the risks associated with new investments.
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As a whole, the system described above makes it possible to explicitly manage the risks associated with
the economic, environmental, and social dimensions and the impact that the materialisation of any of them
may have on the public perception of the Company. The Company has a Reputational Risk Framework
Policy in place for this purpose to manage and control reputational risk both from the ethical perspective
of the Group's corporate activities and in its activities relating to the quality of electric supply and customer
service.

A more detailed description of this system can be found in section “E” of the Annual Corporate Governance
Report 2015 and in the “Main Risk Factors Associated with the Activities of the Iberdrola Group” section
of the Consolidated Management Report that is part of the Annual Financial Report 2015, all of which are
available at www.iberdrola.com.

These documents describe in detail the review conducted by the Company to identify the risks faced by the
Group, i.e. risks inherent in the various countries, industries, and markets in which it operates and in the
activities that it performs that might prevent it from accomplishing its objectives or successfully implementing
its strategies. Such risks are identified in the Risk Management System, which also reviews the Company’s
exposure to risks of various kinds, which are managed and mitigated through individual monitoring and the
corresponding decision-making: corporate governance, market, credit, business, regulatory and political,
operational, technological, environmental, social, legal, and reputational.
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G4-3 Name

Iberdrola, S.A.

G4-4 Primary brands, products, and services

The “Iberdrola” brand reflects the corporate mission, vision, and values and is based on the Company’s
strategy, which gives it credibility and strength, fulfilling its commitment to leadership in the development of
clean energy in Spain and of wind energy worldwide. The Company has created a Brand Policy, approved
by the Board of Directors in 2015, to protect and contribute to the value of the brand, and to establish
certain principles governing the use thereof by the companies of the Group.

lberdrola, as a global operator, has the brand names listed in the table below at year-end 2015.

)

IBERDROLA

IBERDROLA S.A.
|

py

IBERDROLA
ESPANA

o

SCOTTISHPOWER

o

AVANGRID

o

IBERDROLA
BRASIL

o

IBERDROLA
MEXICO

Iberdrola
Participaciones, S.A.U

Iberdrola Espafia, S.A.U.

ScottishPower Ltd.

Avangrid, Inc. (*)

Iberdrola Brasil S.A

Iberdrola México, S.A. de C.V.

)

IBERDROLA
ESPANA

Renovables

e

SCOTTISHPOWER
RENEWABLES

AVANGRID

Networks

)

IBERDROLA
MEXICO

Generacion

)

IBERDROLA

Ingenieria y Construccion

)

IBERDROLA
BRASIL

Renovaveis

Iberdrola Renovables

ScottishPower Renewable

Energia, S.A.U. Energy Ltd.
— IBERDROLA —1 SCOTTISHPOWER
ESPANA Generation

Generacion

Iberdrola Generacién

ScottishPower Generation

Redes

Iberdrola Redes
Espaiia, S.A.U.

)

IBERDROLA
DISTRIBUCION
ELECTRICA

Iberdrola Distribucién
Eléctrica, S.A.U.

Espafia, S.A.U. Holdings Ltd.
IBERDROLA {P ENERGY
NETWORKS
Iberdrola ScottishPower Energy
Clientes, S.A.U. Networks Holding Ltd.
¢|BERD_RO|.A
ESPANA

UIL, CMP GROUP, RGE and Subsidiaries

Avangrid Networks, Inc.

)

NYSEG

RG&E

CENTRAL MAINE
POWER

MAINE
NATURAL GAS

o

ul

)

SCG

o

CNG

e

BERKSHIRE
GAS

)

AVANGRID
RENEWABLES

Avangrid Renewables, Inc.

« ENSTOR

Enstor Gas, LLC

Iberdrola Renovaveis Iberdrola Generacién Iberdrola Ingenieria

do Brasil, S.A. Meéxico, S.A. de C.V. y Construccién, S.A.
¢ELEKTRO — ¢|BERDROLA — IBERDROLA
MEXICO Inmobilaria
Renovables
Elekiro Electricidade Iberdrola Renovables Iberdrola

Meéxico, S.A. Inmobiliaria, S.A.

e Servigos, S.A.

o

ELEKTRO

Comercializadora

Electro Comercializ.
de Energia Ltd. (EKCE)

Holding company O

Country subholding companies O
Listed country subholding company I
Head of business companies O
Operating companies O

Others O

*Avangrid, Inc. is 81.50 % owned by Iberdrola, S.A.
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The table above only shows the most important brands having the largest presence; the Company has
other brands at the local and business level.

The main products that Iberdrola makes available to its customers are electricity and natural gas. It also
offers a broad array of products, services, and solutions in the areas of:

— Improvement in the consumer’s quality of life, peace of mind, and safety.

— Energy efficiency and services.

— Protection of the environment: renewable energy and sustainable mobility.

- Quality of electricity supply and safety of facilities.

— Assembly of electricity infrastructure.

— Comprehensive management of energy facilities and supplies.

It also provides the following services through its subsidiaries: engineering and construction of electricity
generation, distribution, and control facilities; operation and maintenance of electricity generation facilities;
land management and development; and the sale and lease of housing, offices, and retail premises. More
detailed information in this regard can be found at www.iberdrola.com.

G4-5 Headquarters

The registered office of Iberdrola is:
Plaza Euskadi number 5

48009 Bilbao, Biscay

Spain

G4-6 Countries where there are significant operations

lberdrola and its subsidiaries and affiliates carry out their activities in almost thirty countries, seventeen of
which are considered significant with respect to sustainability issues.

The countries in which they operate, the activities performed in each of them, and the criteria used to
define their significance are set forth in the G4-17 indicator of this report.

G4-7 Nature of ownership and legal form

lberdrola is a sociedad anénima (public limited company) organised under Spanish law.

At 31 December 2015, its share capital totalled 4,752,652,500 euros, represented by 6,336,870,000
shares of the same class and series, each having a nominal value of 0.75 euro. All shares give the holders
thereof the same rights. The approximate distribution of equity interests is as follows:

— Foreign entities 62.9%

— Domestic entities 13.7%

— Retail investors 23.4%

GA4-8 Markets served

In the countries of operation, described in the G4-17 indicator, the lberdrola Group provides the products
and services described in indicator G4-4 to many different types of customers in the residential, commercial,
and corporate spheres, as reflected in indicator EU3. The same types of products and services will be
provided in other countries should legal, economic, and social circumstances be appropriate, in line with
the Company’s strategic approach.
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G4-9 Main indicators

The following sections include the key figures for Iberdrola, the corporate structure of which is set forth in
indicator G4-42 of this report.

Employees

Employees' 2015 2014 2013
Spain 10,569 10,838 11,198
United Kingdom 6,696 6,856 7,380
United States 6,889 5,057 5,041
Mexico 801 736 672
Brazil 3,747 3,745 3,722
Other countries 158 155 244
Basic boundary 28,860 27,387 28,257
Expanded boundary 30,938 29,597 30,532

Operations (centres of activity)

The Iberdrola Group has identified more than 1,200 sites at which the Company operates. In order to
adequately manage a large number of them from the viewpoint of the issues dealt with in the GRI Guidelines,
rationalisation criteria have been used to address them; accordingly, the number of Iberdrola’s locations of
operation at year-end 2015 is deemed to be 129 for purposes of this report.

Detailed information on these locations and on the criteria used to define them can be found in the
document Information Supplementary to the Sustainability Report 2015 available at www.iberdrola.com.

Net sales (net revenue)

Net sales (€ millions) 2015 2014 2013

Iberdrola consolidated total 31,418 30,032 31,077

1 The figures in the table reflect the number of employees at year-end 2015, without distinguishing between full-time/parttime employees. To perform statistical analysis
regarding labour costs, it is recommended to use the number of employees in terms of Full Time Equivalents (FTEs): 28,837 in 2015, 27,463 in 2014, and 28,189 in 2013.

Sustainability Report 2015/ &« IBERDROLA



Total capitalisation, broken down in terms of debt and equity

Total market capitalisation (€ millions) 2015 2014 2013
Subscribed capital 4,753 4,971 4,680
Equity of controlling company 37,159 35,040 34,585
Bank borrowings 30,325 28,349 28,452
Gross property, plant, and equipment in use 100,749 89,474 82,173
Accumulated amortisation and depreciation (37,525) (37,861) (34,204)
Products or services provided

Products or services provided 2015 2014 2013
Iberdrola Total

Net electricity production (GWh) 136,794 138,892 136,435
Electricity distributed (GWh) 190,167 214,613 214,873
Gas supplies to users (GWh) 101,075 85,092 80,303
Total assets

Total assets (€ millions) 2015 2014 2013
Iberdrola consolidated total 104,664 93,771 89,787

«‘ IBERDROLA / Susiainability Report 2015
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Beneficial ownership

No shareholder holds a controlling interest in the equity structure. Below is a table showing those
shareholders who hold a significant interest in the share capital of, or voting rights in, Iberdrola as of 31

December 2013, 2014, and 2015.

Significant shareholders and percentage

of direct and indirect voting rights (%) 31/12/2015 31/12/2014 31/12/2013
Quatar Investment Authority 9.726 9.647 9.524
ACS, Actividades de Construccién y Servicios, S.A. N/A 3.965 5.645
Banco Financiero y de Ahorros, S.A. N/A N/A 5.069
Kutxabank, S.A. 3.472 3.601 4.006
BlackRock, Inc. 3.023 3.023 3.043
Société Générale, S.A. N/A N/A 4111
Norges Bank 3.018 N/A N/A
Sales and costs by geographic area

Sales (net amount in € millions) 2015 2014 2013

Spain 14,470 14,364 15,286

United Kingdom 92,120 8,803 9,655

United States 3,945 3,286 3,176

Mexico 1,734 1,657 1,419

Brazil 1,830 1,641 1,282

Other 319 281 259

Iberdrola consolidated total 31,418 30,032 31,077
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Costs (€ millions) 2015 20142 20132
Spain 9,568 9,318 10,239
United Kingdom 6,497 6,522 7,650
United States 2,004 1,413 1,445
Mexico 1,190 1,228 1,014
Brazil 1,502 1,282 1,011
Other 264 176 160
Iberdrola consolidated total 21,025 19,939 21,519
G4-10 Workforce
2015 2014 2013

Employees®

Men Women Men Women Men Women
By type of employee
Full-time 21,824 5,922 20,846 5,415 21,342 5,496
Part-time 188 926 199 927 224 1,195
By type of contract
Permanent 21,650 6,751 20,714 6,244 21,231 6,578
Temporary 362 97 331 98 335 113
Basic boundary 22,012 6,848 21,045 6,342 21,566 6,691

The policies followed with subcontracted personnel are described in indicator EU17.

A breakdown by geographic area can be found in the Information Supplementary to the Sustainability
Report 2015, available at www.iberdrola.com.

G4-11 Employees covered by collective bargaining agreements

Generally speaking, the collective bargaining agreements of the Iberdrola Group apply to all employees

working under an employment relationship and for the account of the companies of the Group, regardless
of the type of contract entered into, the professional group to which they are assigned, their occupation,

or the job performed.

However, issues relating to the corporate organisation, the law of each country, or even usage and custom

in each country lead to certain groups being expressly excluded from the scope of collective bargaining

2 Data for 2013 and 2014 has been revised.

3 The total number of employees and the definitions of the boundaries are in indicators G4-9 and G4-17 of this report.
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agreements (for example, executives in Spain are not covered by the agreement). This is why there is not
100% coverage, as indicated in the table below:

Employees covered by a collective bargaining agreement 2015 2014 2013

Basic boundary

Number of employees 21,635 21,221 22,042

Percentage of employees 74.97 77 .49 78.00

A breakdown by geographic area can be found in the Information Supplementary to the Sustainability
Report 2015, available at www.iberdrola.com.

G4-12 Description of supply chain

Introduction

The Iberdrola Group’s supply chain consists of two different processes:

— the acquisition of material and equipment and the procurement of works and services, handled by the
Group’s Procurement Division, which is within the Finance and Resources Division.

— the acquisition of fuel, handled by the Wholesale and Retail Business.
Both processes have their own specific characteristics in their various phases: registration and classification
of suppliers, bidding process, execution of contracts, monitoring of contractual terms, and quality control,
but both are guided by the same principles emanating from the corporate policies and the Code of Ethics,
which are approved by the Company’s Board of Directors and are available at www.iberdrola.com.

Acquisition of material and equipment and procurement of works and services

Iberdrola placed orders with more than 17,600 suppliers during 2015. The following table shows the economic
volume of purchases by Iberdrola for these types of supplies, as well as a geographic breakdown thereof:

General supply of equipment, materials, works, and

services (€ millions) 2015 2014 2013
Spain 1,297 1,316 1,364
United Kingdom 1,764 1,610 1,572
United States 1,128 1,057 840
Mexico 479 332 217
Brazil 164 165 180
Other 261 119 186
Basic boundary 5,093 4,599 4,359

4 Volume of supplies billed during the year. Supplies in the amount of 7,300 million euros were awarded during the same year.

Sustainability Report 2015/ &“ IBERDROLA



Part 1. General Standard Disclosures 26

These high purchase volumes boost growth in those countries in which the Company engages in procurement,
favouring their business, industrial, and social development through the creation of employment at service
providers and their auxiliary industries.

Acquisition of fuel

lberdrola dedicated approximately 3,700 million euros to the acquisition of coal, natural gas, and uranium
in 2015. Except for uranium, which is acquired in Spain exclusively through the Empresa Nacional de
Uranio (Enusa), acquisitions of coal and natural gas are made on the international market, mainly through
long-term commercial relationships with approximately 30 large domestic and international suppliers and
market operators (producers and traders).

Management of supply chain

The rapid and comprehensive transformation carried out by Iberdrola in recent years has also multiplied
its responsibility as a global company to thousands of suppliers that place orders during the year and that
are located in different parts of the world.

For that reason, the Iberdrola Group’s Procurement Division has a Global Supplier Management Model
the purpose of which is the creation of long-term value through the management of opportunities and of the
risks stemming from relevant economic, environmental, and social variables. This model has meant bringing
the supplier and supply framework closer to the CSR parameters required by the Group, generating a
multiplier effect on the value chain in the search for excellence.

The chart below shows the main mechanisms of the supplier management model:

Improvement Goals — Innovation Programme
Environmental
Satisfaction Surveys —1 Supplier Award
— Motivating
. CSR Committee and Plan — EEC Procurement + Diversity
Social
Annual Procurement Report — GHG Measurement Campaigns
Labour
o Procedure (ISO 9001) —1 1SOs, OHSAS and CRS Scoring
3
- Transparent Closing —  Credit Risk
Corruption Preventive
Audits — Anti-corruption Analysis
) Internal Control Process —  Satisfaction Survey
Quality
Procurement Policy — CRS Specific T&Cs
. L | Deterrent and
Credit mitigatin
ganng Code of Ethics — Suppliers’ Code of Ethics

The Procurement Division adopts a proactive attitude in responding to internal and external requirements,
and makes a firm commitment at all levels, developing new capacities and turning suppliers into participants
from the initial contact with the Group.
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Thus, the Procurement Division develops various initiatives designed to ensure sustainability in the
supply chain, including ethical commitments and commitments of respect for human rights and the fight
against corruption, taking as a starting point the principles established in the Policy on Respect for Human
Rights, in the Procurement Policy, and particularly in the Suppliers’ Code of Ethics. Below is a list of such
initiatives:

Policies and procedures

— Procurement Policy and procurement procedures: these establish the global framework for the control and
management of procurement processes, with particular emphasis on fulfilment of the ethical commitments
of the professionals of the Group and of its suppliers.

— Suppliers’ Code of Ethics: considering that suppliers are strategic stakeholders, the Company has
established specific principles of conduct for them in their area of activity, always aligned with the principles
and values of the Group. This Code is communicated to all suppliers during the bidding phase and is part
of the documentation both of the request for bids and of the final contract documentation with the successful

bidder.

Specific clauses in the contracting conditions of the Iberdrola Group

These conditions include contractual provisions requiring the parties to act within the most stringent levels
of safety, occupational risk prevention, environmental protection, and respect for and protection of human
rights, as well as to eliminate all forms of forced and compulsory labour, prevent any form of child labour,
eliminate all discriminatory practices, fight corruption, etc.

Registration, classification, and evaluation of suppliers

Suppliers (both new and existing) are reviewed, classified, and evaluated internally within the context of
the proposed purchase transaction, both according to their specialisation, the criticality of supply, and the
total amount of the purchase, as well as the low possibility of substitution, inasmuch as the foregoing may
negatively and significantly affect the achievement of the Company’s strategic objectives in the event of
non-performance or defective performance.

In this connection, priority will be given to suppliers that have advanced management systems certified by
a third party and, in particular:

— Environmental management system.

- Quality management system.

— Occupational risk prevention system.

— Action plan for corporate social responsibility and respect for human rights.

In evaluating the supplier, sustainability has a weight of 40% in the total score, with the other 60% being
credit risk and technical solvency.

Evaluation of risks of supplier corruption

The procurement process carried out by the Procurement Division includes an evaluation of the risk of
supplier corruption and the performance of due diligence reviews on suppliers considered to present the
greatest risk. More than 90% of total purchases were analysed in 2015.
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Credit risk review at suppliers

In order to prevent the potential negative consequences for Iberdrola of suppliers failing to honour their
commitments, the Procurement Division has a credit risk management system for the main suppliers of the
Group. More than 87% of total purchases were analysed in 2015.

Procurement training

— There were more than 1,600 hours of live training with the Procurement team during the year, with 15
sessions in Spain, the United Kingdom, the United States, Mexico, and Brazil. The contents of this training
focus on knowledge of the principles established in the Procurement Policy, CSR measures in the supply
chain, internal and external risks, area objectives, and cybersecurity. The average score of the attendants
following the training exceeds 8 points out of 10.

— Supplier involvement campaigns. To improve the status of suppliers with lower performance in the area of
sustainability, improvement and awareness-raising activities are conducted throughout the year in order for
suppliers to achieve certification. The results achieved with these actions are reflected in the following table:

Amount awarded to suppliers with

2015 2014 2013
management systems (%)°
Basic boundary
Amount awarded to qualified suppliers 93.5 92.3 86.8
Certified quality management system

84.5 83.7 84.4
(ISO 9001 or equivalent)
Certified environmental management system

75.2 76.9 75.0
(ISO 14001 or equivalent)
Certified risk prevention management system 9.2 715 691

(OHSAS 18001 or equivalent)

Fuel purchases are also subject to the general principles stemming from Iberdrola’s social responsibility
policies in order to foster socially responsible actions, respect for the environment, and the prevention of
occupational risks at supplier companies.

lberdrola carries out an internal evaluation of its main fuel suppliers in accordance with economic,
logistics, environmental, and social standards. Aspects assessed are: the existence of an environmental
policy, information regarding CO, emissions, emission reduction initiatives, energy efficiency, biodiversity
conservation, occupational health and safety, equal opportunity, human rights, and ethical behaviour (anti-
bribery and anti-corruption practices).

When establishing supply contracts, apart from agreeing on contractual elements that respect the law
applicable in the countries involved in the transaction, Iberdrola negotiates the inclusion of clauses regarding
social responsibility. Currently, all contracts for imported coal and for uranium have these types of clauses.
The inclusion of these clauses will be negotiated for the new natural gas contracts.

5 Scope: Suppliers of materials, equipment, works, and services with orders for amounts equal to or greater than €400,000 during the year, which represents more than 90%
of the total amount contracted (information as at the end of December 2015).
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lberdrola has recently joined the international BetterCoal initiative, which includes some of the leading
European energy companies which perform coal-purchasing. lts aim is to set a standard for ethical,
environmental, and social conduct, evaluate the conduct of producers through audits, create a database
with the results of such evaluations, and improve producers’ actions.

During 2015, Iberdrola received no external complaints through the channels established for this purpose
with respect to the supply chain, and has not cancelled any supply contract or order upon grounds relating
to human rights, corruption, labour practices, or environmental practices.

G4-13 Significant changes during the financial year

Changes in activities and/or in operations

In the course of their business, the various subsidiaries and affiliates of Iberdrola have carried out transactions
that change the composition of their assets, including the following:

—On 2 March 2015, Iberdrola reported the transfer by Iberdrola Energia, S.A. (Single-Member Company)
of its direct equity interest in the Brazilian distributors Companhia de Eletricidade do Estado de Bahia -
Coelba S.A. (“Coelba”) and Companhia Energética do Rio Grande do Norte — Cosern S.A. (“Cosern”) to
Neoenergia S.A., under a purchase and sale agreement executed 27 February 2015. Iberdrola Energia,
S.A. (Single-Member Company) owns 39% of Neoenergia, S.A., and the latter in turn now owns 96.34%
of Coelba and 91.48% of Cosern.

— On 26 February 2015, the CNMV was notified that the Boards of Directors of Iberdrola, Iberdrola USA,

Inc. (now Avangrid, Inc.), and UIL Holdings Corporation approved the terms of an agreement to integrate
the latter into the Iberdrola Group through a merger by acquisition on the part of a company wholly owned
by lberdrola USA, Inc. (Green Merger Sub, Inc., domiciled in the United States and formed for the purpose
of acquiring UIL Holdings Corporation).
On 16 December 2015, the merger by acquisition was completed pursuant to which Iberdrola USA, Inc.
changed its name to Avangrid, Inc., 81.5% of which is held by Iberdrola, S.A. and the remaining 18.5%
by the former shareholders of UIL Holdings Corporation. Shares of Avangrid, Inc. commenced trading on
the New York Stock Exchange (NYSE: AGR) on 17 December.

Changes in capital structure

The shareholders acting at the General Shareholders’ Meeting of Iberdrola held on 27 March 2015
approved two increases in capital by means of a scrip issue in order to once again implement the Iberdrola
Flexible Dividend system, implementing the first increase in capital in July 2015 and the second in January

2016.
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Participation in external initiatives
G4-14 Precautionary principle

The precautionary principle is included in Iberdrola’s Environmental Policy approved by its Board of
Directors, among the Group’s basic principles of conduct on environmental matters. lts application is
reflected by the wager on more environmentally efficient technologies, particularly renewable energy,
which is more effective in the fight against climate change and more respectful of biodiversity.

The precautionary approach also takes the form of continuous awareness and evaluation of the environmental
risks of production facilities, preventing such risks from occurring and, where applicable, minimising the
consequences if they occur.

In 2015, the Life Cycle Analysis (LCA), an innovative element for understanding the environmental
impact of the Company’s facilities included under the precautionary principle, was added into Iberdrola’s
Environmental Management System. Under the framework of these management systems, emergency drills
are conducted at facilities, and the causes of incidents are analysed in order to prevent any possible future
accidents. Another key component of these management systems is training, which allows the principles
underpinning such systems to be disseminated across the organisation.

Following the guidelines established in the Group’s environmental policies approved by the Board of
Directors, in 2015 Iberdrola implemented a lifecycle-based model for calculation of the organisation’s
environmental footprint, which will serve, among other things, as an element of risk management and
mitigation. It also developed the first product environmental impact statements for two wind farms, providing
a priori knowledge of the impacts of these farms throughout their life cycle.

G4-15 Externally developed principles or initiatives to which the organisation
subscribes or which it endorses.

The Company has subscribed to or endorsed external initiatives aligned with sustainable development and
encouraged its affiliated companies to adhere to them. Iberdrola supports or subscribes to:

— The Global Compact since 2002. It has also committed to other initiatives of the Global Compact in
connection with human rights and has a wide range of policies governing respect for these rights, a Code
of Ethics that applies to all employees, a Suppliers’ Code of Ethics and a Declaration of the chairman
acknowledging the importance of such rights in the conduct of the Company’s business activities.

— The Good Tax Practices Code of the Large Business Forum of the Spanish Tax Agency, part of the
Ministry of Economy and Finance, since 2010, which involves following a course of conduct that goes
beyond respect for and strict compliance with statutes and regulations, to contribute actively and voluntarily
to economic, social, and environmental improvement.

— The Company participated in the XXI International Climate Change Conference (COP21) held in Paris
in December 2015, highlighting its contribution to the challenge of global warming. lberdrola has set itself
an ambitious environmental goal: to reduce the intensity of CO, emissions below 150 g/kWh in 2030, a
figure that is 50% lower than the emissions specific to the Company in 2007, consistent with the Company’s
commitment to sustainable development and the fight against climate change. A partial summary of the
organisations and initiatives with which it has collaborated more actively throughout the entire process is
provided below:
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* World Economic Forum (WEF) —~CEO Climate Leaders—.

* World Business Council of Sustainable Development (WBCSD) —Low Carbon Technology Partnership
Initiative—.

* The Prince of Wales’s Corporate Leaders Group. Green Growth Platform.

* Global Sustainable Electricity Partnership (GSEP).

* World Climate Summit.

e SE4ALL.

* We Mean Business.

e United Nations Global Compact.

* Spanish Green Growth Group (Grupo Espaiol de Crecimiento Verde).

e The Climate Group.

e Caring for Climate.

e CERES.

* The Paris Pledge.

lberdrola forms part of many of these initiatives, which allows it to strengthen its leading role as a partic-
ipant in the process to implement the Paris Agreement over the coming years.

ltems of note in the Spanish context are a very active collaboration with the Spanish Office of Climate
Change, the presentation of Iberdrola’s commitment to the Un millén de compromisos por el clima (A
Million Commitments for Climate) project of the Ministry of Agriculture, Food, and Environment, and its
participation in the Spanish Green Growth Group, of which Iberdrola is vice-president.

lberdrola Renovables has joined in various initiatives, including: Offshore Wind Accelerator, the Radar
Working Group, the Technology Innovation Centre, Women in Renewables Scotland, and the Gold Standard
certification, all of them in the area of renewable energy.

Elektro, in addition to being committed to the Global Compact since 2007, in 2015 continued with the
Promocédo da Economia Verde e Inclusiva (Promotion of Green and Inclusive Economy) initiative as part of
the initiatives of the United Nations Conference on Sustainable Development (Rio+20).

In Spain, Iberdrola adhered to an SF, emissions reduction initiative, within the framework of an agreement
between the Asociacién Espafiola de la Industria Eléctrica (Spanish Electrical Industry Association) (Unesa)
and the Ministry of the Environment. It has also continued its collaboration with various universities and
government administrations at a variety of seminars and workshops on energy, as well as in initiatives for
the protection of biodiversity.

lberdrola provided support to the Mexican Red Cross for its 2015 national collection Juntos salvemos
vidas (Let’s Save Lives Together).

Finally, in the United States, Iberdrola, as a member of the National Edison Electrical Institute, continued
its support of the Fleet Electrification Initiative and the Reforming the Energy Vision (REV) initiatives,
strategy of New York State which promotes the efficient use of energy.
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G4-16 Principal associations to which the organisation belongs

lberdrola is a member of numerous organisations related fo its activities, the most significant of which are
listed in the following table:

International

World Association Nuclear Operator (WANO) European Wind Energy Association (EWEA)
World Nuclear Association (WNA) European BWR-Forum

Institute for Nuclear Power Operations (INPO) Global Wind Energy Council (GWEC)
Scotland Europa Nuclear Industry Association (NIA)

International Electrotechnical Commission/European Committee for

Electrotechnical Standardisation (IEC/Cenelec) International Council on Large Electric Systems (Cigre)

Global Sustainable Electricity Partnership (GSEP) World Energy Council

BetterCoall European Utilities Telecom Council

World Business Council for Sustainable Development (WBCSD) International Conference on Large Power Networks (Cired)
BWROG Association Smart Life

Institute of Asset Management International Emissions Trading Association (IETA)

The Prince of Wales’s Corporate Leaders Group Caring for Climate

Global Compact World Economic Forum (WEF)

European Round Table (ERT)

Spain

Sociedad Nuclear Espafiola Asociacién Empresarial Eélica (AEE)

Foro de la Industria Nuclear Espafiola Unién Espafola Fotovoltaica (UNEF)

Asociacién Espafiola del Gas (Sedigas) Red Espafiola del Pacto Mundial

Asociacién Espafiola de Profesionales de Compras, Contratacién y Confederacién Espafiola de Organizaciones Empresariales (CEOE/
Aprovisionamiento (Aerce) Cepyme)

Asociacién Espafola de la Industria Eléctrica (Unesa) Circulo de Empresarios

Asociacién Espafiola para la Calidad (AEC) Cémara de Comercio de Espafia

Subcomité Técnico de Normalizacién SC1. (Aenor: AEN/CTN 207/SC 10)  Club de Excelencia en Sostenibilidad

Sociedad Espafiola de Proteccién Radiolégica Club Espafiol de la Energia

Sistema Arbitral de Consumo Grupo Espafiol de Crecimiento Verde
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United Kingdom

The Confederation of British Industry

Joint Environment Programme

The Scottish Council for Development and Industry

Women in Renewables Scotland

Energy UK

Offshore Wind Accelerator

Energy Networks Association

Industrial & Power Association

Radar Working Group

Ministerial EV Strategy Group

Scottish Fuel Poverty Forum & ECO Sub-Group

Scottish Windfarm Bird Steering Group

Department for Energy and Climate Change — Energy Company
Obligation Steering Group & Green Deal Advisory Group

All Party Parliamentary Group for Energy Studies, Parliamentary
Renewable & Sustainable Energy Group & All Party Parliamentary
Corporate Responsibility Group

Energy & Efficiency Industrial Partnership, Energy & Utility Skills &
National Skills Academy for Power

Scottish Environment Link

Technology Innovation Centre

Green Alliance

Renewable UK

Scottish Renewables

United States of America

Business Council of New York State

American Wind Energy Association (AWEA)

Mid-Atlantic Renewable Energy Coalition (PJM States)

Renewable Energy New England (New England States)

Greater Binghamton Chamber of Commerce

E2Tech

Maine & Company

Maine State Chamber of Commerce (MSCC)

Northeast Gas Association (NGA)

Renewable Northwest Project

Renewable Energy Northeast

The Wind Coalition

Gas Technology Institute

Independent Energy Producers Association

Edison Electric Institute (EEI)

Wind on the Wires

Interwest Energy Alliance

Alliance for Clean Energy — New York

Mexico

Asociacién Mexicana de Energia Eélica

Cémara Espafiola de Comercio, A.C.

Asociacién Mexicana de Energia A.C.

Consejo Coordinador Empresarial A.C.

Confederacién Patronal de la Reptblica Mexicana (Coparmex)

Cdmara Nacional de la Industria de Transformacién Ensenada

Cdamara de la Industria de Transformacién de Nuevo Ledn

Consejo Empresarial Mexicano de Comercio Exterior Inversién y
Tecnologia, A.C.
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Brazil

Associagdo Brasileira de Distribuidoras de Energia Elétrica

Associagdo Brasileira dos Contadores do Setor de Energia Elétrica

Associacdo Brasileira das Relagdes Empresa Cliente

Comité Brasileiro da Comissdo de Integracéo Energética Regional

Instituto Abradee da Energia

Associacdo Brasileira da Infraestrutura

Associacdo Brasileira de Energia Solar Fotovoltaica

Camara Americana de Comércio

Associagdo Brasileira de Comunicacdo Empresarial

Associagdo Brasileira de Energia Eélica

Instituto Ethos de Responsabilidade Social

Associacdo Brasileira de Recursos Humanos

For more details on the Company’s commitment to the above, its participation within various committees,

the contributions it makes, or its strategic involvement, please consult public information or visit the websites

of these organisations.
GRI Sector Supplement Indicators

EU1 Installed capacity

Installed capacity by energy source

(MW) 2015 2014 2013
Hydroelectric 11,076 9,869 9,869
Renewable? 14,787 14,652 14,306
Thermal coal-fuel 3,178 3,178 3,178
Combined cycle 12,762 12,742 12,995
Cogeneration 1,258 1,238 1,233
Nuclear 3,410 3,410 3,410
Iberdrola Total 46,471 45,089 44,992

Information by geographic area can be found in

Report 2015, available at www.iberdrola.com.

6 Renewable: wind, solar, mini-hydro.
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EU2 Energy output

Net energy output by source of energy (GWh) 2015 2014 2013
Hydroelectric 15,861 20,636 17,678
Renewable$ 32,812 33,862 33,983
Thermal coal-fuel 11,520 12,102 12,589
Combined cycle 46,746 42,126 42,454
Cogeneration 6,711 5,734 6,843
Nuclear 23,142 24,431 22,888
Iberdrola Total 136,794 138,892 136,435

Information by geographic area can be found in the Information Supplementary to the Sustainability
Report 2015, available at www.iberdrola.com.

EU3 Electricity users and producers

Electricity users (%) 2015 2014 2013

Iberdrola Total

Residential 90.2 90.3 90.3
Industrial 0.9 1.0 0.9
Institutional 0.9 0.9 0.9
Retail 5.8 5.6 5.8
Other 2.2 2.2 2.1
Users who are producers (no.) 2015 2014 2013

Iberdrola Total

Users that are also producers of electricity 71,911 69,587 41,630

Atyear-end 20135, the subsidiaries and affiliates of the Group covered by this report (expanded boundary)
handle a total of 29.7 million electricity supply points.

Information by geographic area can be found in the Information Supplementary to the Sustainability
Report 2015, available at www.iberdrola.com.
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EU4 Transmission and distribution lines

Power lines” (Km) 2015 2014 2013

Transmission

Overhead 29,857 29,446 35,240
Underground 938 960 1,165
Iberdrola Total 30,795 30,406 36,406
Distribution

Overhead 856,461 846,281 829,885
Underground 188,828 187,868 186,248
Iberdrola Total 1,045,289 1,034,149 1,016,134

Due to the nature of the respective electric systems, the voltage levels used for the transmission and
distribution of power are not the same in all countries. In Latin America, transmission lines are deemed
to be those with a nominal voltage equal to or greater than 69 kV; in the United States and in the United
Kingdom, transmission lines are deemed to be those with a nominal voltage equal to or greater than 132
kV; in Spain, transmission lines are deemed to be those with a nominal voltage greater than 220 kV.

Information by geographic area can be found in the Information Supplementary to the Sustainability
Report 2015, available at www.iberdrola.com.

EU5 Allocation of CO, emissions allowances or equivalent

Of Iberdrola’s facilities, only the European facilities are subject to trading in emissions rights, for which
reason this indicator does not affect the thermal generation facilities in Mexico, Brazil, or the United States.

The European facilities have not received free trading rights since 2013, for which reason they have had
to obtain them at auction to offset the emissions produced by the facilities in Spain and the United Kingdom.
Only the Tarragona Power combined cycle plant, with emissions of 358 kt CO,, received an allotment of
25,788 rights.

Total emissions of the European facilities in 2015 were 15.9 million tonnes and were covered by purchases
on the market and surpluses from prior years.

7 Lengths of lines are calculated by circuit, regardless of the number of circuits for each power line. A double-circuit 5-km line is considered to be 10 km.

«‘ IBERDROLA / Susiainability Report 2015



37 Part 1. General Standard Disclosures

3.
Material

Aspects and
Boundaries
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G4-17 Entities included in the organisation’s consolidated financial statements
and in the boundary of this report.

A. Introduction

lberdrola, with a presence in almost thirty countries, has followed the GRI recommendations in defining
the boundary of this report, taking into account the entities in which it has control, those in which it has
significant influence, and the activities that are significant for the Group from the economic, environmental,
and social standpoint.

For purposes of this report, the fo||owing terms have the meanings set forth below:

— “lberdrola” or the “Company”: the Spanish company lberdrola, S.A., parent company of the Iberdrola
Group.

— “Iberdrola Group” or the “Group”: lberdrola (as parent company) and the group of subsidiaries over
which Iberdrola has the power of control or joint control.

— “Affiliated companies” or “Affiliates”: the group of companies in which Iberdrola has a percentage
interest but not the power to exercise control. Some of these companies, identified below, are included
in this report because they are deemed to be companies over which significant influence is exercised for
purposes hereof.

The companies in which lberdrola owns a direct or indirect equity interest are listed in the document

Annual Consolidated Financial Statements and Consolidated Management Report for the Financial Year
ended 31 December 2015.

B. Information boundaries of this report

The presentation of the Company’s public information is subject to the following external factors:

— The scope and basis of presentation of financial information must comply with established statutory
requirements.

— The environmental and social information is presented in accordance with the new legal requirements as
to content, leaving open the reporting framework to be used. This is the reason why Iberdrola has voluntarily
elected to use the GRI-G4 guidelines in the preparation of this report.

To reconcile these factors, Iberdrola has established three quantitative information boundaries: basic
boundary, expanded boundary, and global boundary.

B1. Basic boundary

This boundary is formed by Iberdrola, S.A., its significant subsidiaries for sustainability purposes, and its
fully or proportionately consolidated affiliates that are significant for sustainability purposes.

The subsidiaries or affiliates within this boundary are all those that operate in the countries listed in table
B1.1. and that carry out the activities described therein.
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B1.1 Significant countries and activities for the Iberdrola Group in terms of sustainability and included in
the 2015 reporting boundary.

Group Electricity Transmission Electricity and/or gas Gas Engineering Real estate
Office production and/or supply!™ storage and construction 2
Distribution
of electricity Construction
or gas Wholesale  Retail and/or Other

Conventional Renewable © . .
market market operation of projects

large facilities

Spain®

United
Kingdom

United States
(6)(7)

Brazil

Mexico

Portugal

Germany

Kenya

South Africa

France

Canada

Greece

Hungary

Honduras

Romania

Italy

Poland

1) Types of sales activities:

LIB: activities in liberalised markets, independent of distribution activities.

REG: activities in regulated markets, together with distribution activities. The supply to these markets has not been considered as an activity in the wholesale market.
2) These activities are described in detail at www.iberdrolaingenieria.com.

3) Environmental information regarding renewables activities in Brazil and Portugal is not consolidated because it is not integrated into the corporate systems as of the date
of preparation of this report. Furthermore, no social or environmental information is included on facilities in ltaly, Spain, the United Kingdom, or the United States, in which
the company has an interest of less than 50%.

4) Any reference to the 6th Collective Bargaining Agreement includes the following companies at 31 December 2015: Iberdrola S.A., Iberdrola Espafia S.A.U., Iberdrola
Generacién, S.A.U., Iberdrola Generacién Espaia, S.A.U., Iberdrola Operacién y Mantenimiento S.A.U., Iberdrola Generacién Nuclear S.A.U., Iberdrola Clientes S.A.U.,
Iberdrola Distribucién Eléctrica S.A.U., and Iberdrola Renovables Energia, S.A.U.

5) Renewables activities from the Republic of Ireland are included in the United Kingdom and renewables activities from Cyprus are included in Greece.

6) On 16 December 2015, Iberdrola USA completed a merger with the U.S. company UIL Holdings Corporation, dedicated to the transmission and distribution of electrical
energy and natural gas. The new company took the name Avangrid and began trading on the New York Stock Exchange the next day.

All corporate principles and policies described in this report’s management approaches have been applicable to the new company since the time of its creation. The total
year-end numerical data in this report include Avangrid’s figures. However, the annual performance data and ratios for the Human Resources, Environment, and Procurement
areas do not include data for the former UIL during the period 16-31 December 2015, as the data was not yet integrated into the corporate systems, except for indicators
G4-11, G4-lA1, and G4-LA16. Given the small impact involved in the 15 days of integration into the Group, this criterion is deemed to be acceptable as it does not distort
a reader’s assessment of the Iberdrola Group’s performance.

7) The Environmental Dimension excludes information corresponding to the U.S. subsidiary Maine Natural Gas as it was not included in the corporate systems on the date
of preparation of this report.

8) The activities of electricity and/or gas supply in Portugal are included in Spain.

9) Activities relating to the 350 MW Wikinger offshore wind farm. Start-up is projected for 2017. All major construction contracts were signed in 2015 and the manufacture
of certain key components has begun.

10) These activities are not significant from the environmental standpoint. In the labour areaq, the respective information is included in the information for the United States.
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At affiliate nuclear plants, the percentage interest held by Iberdrola in each of them is used to consolidate
environmental performance data: Vandellés (28%), Almaraz (52.69%); Trillo (49%), and Ascé (15%). For
social information, on the other hand, because of the structure of the available information systems, nuclear
plants are consolidated according to the percentage interest held by Iberdrola in the economic interest
grouping (agrupacién de interés econémico) created for that purpose; such interest is 51.41% in the case
of Trillo-Almaraz and 14.59% in the case of Ascé-Vandellés.

Cogeneration companies that are subsidiaries of Iberdrola Cogeneracién, in which the interest held is
99%, consolidate their environmental and social information applying a percentage of 100%.

The subsidiaries or affiliates operating in the countries shown in table B1.2. below are excluded from the
basic boundary because their activities are considered to be non-significant for the Group.

B1.2. Non-significant activities in terms of sustainability, in countries of the Iberdrola Group, excluded from
the 2015 basic reporting boundary.

Electricity or gas supply and/ Engineering and

Group Office . Real estate
or gas storage construction
Belgium and France.
Austria, Belgium, The Netherlands, and Switzerland. X
Bulgaria, Qatar, Egypt, Montenegro, Slovak
Republic, Ukraine, and Venezuela.
Portugal, Bulgaria, and Mexico. X

Despite the fact that they are not included in the charts and tables of the basic boundary, these activities
are managed by lberdrola in the same manner as significant activities, and the following standards are
applied:

— The qualitative aspects set forth in this report, such as the principles and corporate policies that
the Iberdrola Group adopts and publishes, as well as business strategies, apply to all activities of the
subsidiaries of the Group, in all countries in which they operate, without prejudice to the effective decision-
making capacity of regulated companies in accordance with laws and regulations governing the separation
of activities. This includes the information on management focus, objectives, and performance set forth in
this report.

— In the countries and activities that are not included in the quantitative basic boundary, the application
is ensured of the same procedures and processes as those applied within the Group, thus ensuring the
guarantees as to work, basic rights, and environmental protection that derive therefrom.

As a supplement and to the extent deemed relevant, the information on this basic boundary may include
significant events concerning specific activities included in the foregoing table B1.2.

B2. Expanded boundary

For the purposes of this report, Iberdrola considers the activities carried out by its affiliated companies as
described below to be significant:

— The activities of Nuclenor, S.A.

— The most significant activities carried out by the Brazilian group Neoenergia, in the area of generation,
distribution, and supply of energy, which activities are conducted through Neoenergia, S.A. and its
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subsidiaries (the electricity distribution companies Celpe, Coelba, and Cosern, the hydroelectric and thermal
power generation companies ltapebi, Termopernambuco, Afluente, Rio, Bahia, Goias Sul, Corumba,
and the cogeneration companies Energyworks Brasil, Ltda., Capuava Energy, Ltda. and the supplier NC
Energia). Also included in the environmental information are the Baguari and Dardanelos plants, which
are not significant in labour matters, while NC Energia is not included therein as it is not significant for
environmental purposes. The social information includes the Belo Monte, Teles Pires, and Baixo Iguagu
plants under construction in those indicators that are deemed significant based on their activities.

The information regarding these activities will only be included in those indicators that Iberdrola considers
necessary to provide an appropriate global view of the Company.

Equity share and integration applied

Financial consolidation Share of consolidation in information (%)

Environmental and

Method Equity share (%) Financial Social Electricity users
Coelba E 37.57 37.57 37.57 100
Cosern E 35.67 35.67 35.67 100
Celpe E 34.96 34.96 34.96 100
Other Neoenergia E 39.00 39.00 39.00 N/A
Nuclenor E 50.00 50.00 50.00 N/A

(1) E: Consolidation by the equity method

Accordingly, the “expanded boundary” includes the activities carried out in the “basic boundary” plus
the activities of Nuclenor, S.A. and those of the Brazilian Neoenergia Group.

In terms of sustainability, at these affiliated companies Iberdrola promotes the policies approved within
the Group through the decision-making bodies of such companies and includes significant information
thereon in this report.

As a supplement and to the extent deemed relevant, the information on this expanded boundary may
include significant events concerning other affiliated companies.

B3. Global boundary (lberdrola Total)

This includes all of the activities carried out by the Group, its subsidiaries, and its affiliates.

The financial information included in this Sustainability Report 2015 is taken from the document entitled
Annual Financial Statements, Management Report, and Audit Report for Financial Year 2015.

Other non-financial information, such as operating information of the Group, results from adding to the
“expanded boundary” the information of affiliates consolidated by the equity method that are not considered
significant for purposes of this report, as well as the information on the activities included in table B1.2., which
is included under the heading “Other”.
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B4. Summary of the information boundaries by country

Following the GRI recommendation, the information in this report is structured by country. The table below

shows the structure of information by country applied to the boundaries described above:

Structure of information by country in this report

Basic boundary = Iberdrola, S.A., subsidiaries,

and affiliates consolidated in whole or in part.

Spain

United Kingdom
United States
Mexico

Brazil

Other countries

Basic boundary

Expanded boundary = basic boundary plus the affiliates considered
significant for sustainability purposes, consolidated by the equity method
in accordance with applicable laws and regulations.

Significant affiliates M
Expanded boundary

Global boundary = expanded boundary plus the “Other” not included in
other boundaries.

Other
Iberdrola Total

(1) Nuclenor, S.A. activities and Neoenergia Group activities.

C. Limitations on scope of information

Based on the standards set forth above, Iberdrola believes that this report reflects the economic, environmental,
and social performance of the Company in a reasonable and balanced manner. Existing limitations and
differences, described in the preceding sections, have a limited influence on aggregate overall data, which,
in the opinion of Iberdrola, would not affect a reader’s assessment of the Company’s performance.

In the future, quantitative information may be included with respect to other activities of subsidiaries or
affiliates to the extent that such information contributes to an understanding of the activities carried out by
lberdrola.

D. Additional information

On the closing date of the financial statements, the Iberdrola Group does not include within its controlled
affiliates any that are resident in tax havens, pursuant to the laws in this regard (Royal Decree 1080/1991
of 5 July and respective updates thereof). Damhead Creek Finance Limited (registered in the Cayman
Islands) and ScottishPower Insurance Limited (registered in the Isle of Man), which did form part of the
group at the beginning of the financial year, were liquidated and sold in 2015. In addition, the interest
in the company Garter, with a residence in the British Virgin Islands and which is an inactive company, is
indirectly held through Neoenergia, which is consolidated by the equity method.
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G4-18 Process for defining the report content and the Aspect boundaries and
implementation of the GRI principles.

G4-19 Material aspects identified

G4-20 Aspect boundary within the organisation

G4-21 Aspect boundary outside the organisation

Since 2003, Iberdrola indirectly identifies its material aspects using GRI’s Sustainability Reporting Guidelines
as a model for preparing its annual sustainability report. These guidelines are the result of a process in
which various Stakeholders throughout the world have participated, with representatives from business,
unions, civil society, the financial markets, auditors, and specialists from various disciplines in the business
area, regulators, and governmental bodies from various countries.

The Company, with a presence in countries on various continents, conforms to the various regional
socioeconomic development models and has developed systems and processes to obtain the information
needed to meet requests on matters of sustainability made both by GRI, with its recommendations, and by
other areas of heightened awareness such as the Dow Jones Sustainability Index or the Carbon Disclosure
Project. lberdrola uses its Sustainability Report to provide an annual report on these issues, adhering to the
materiality requirements, following macro-trends in corporate social responsibility, and generally meeting
Stakeholder expectations.

For greater precision, Iberdrola also directly identifies its own material aspects by preparing its own
Materiality Analysis with the advice of an independent outside firm, with the aim of identifying the specific
aspects of interest related to the Company’s activity by consulting in-house and outside sources. Iberdrola
uses this process to identify social, environmental, and ethics issues that are significant to its focus on social
responsibility.
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Those matters of interest identified through the analysis are prioritised in accordance with their significance
both to Stakeholders as well as to the Company’s strategy. In this way, twelve issues, shown in the following

chart, have been identified as “material”:

2015 lberdrola Group Materiality Analysis

O Economic Dimension

O Environmental Dimension

O Social Dimension

7)
7

Priority for Stakeholders

Priority for strategy

Material matters

Other identified matters

—

. Business innovation and opportunities
. Economic performance and fiscal transparency
. Customer satisfaction

w N

. Development of renewable energy

. Electricity generation, electrical mix, and energy efficiency
. Climate change strategy

. Electricity and gas supply

NO O M

8. Human rights

9. Attention and retention of talent

10. Socioeconomic impact on the community

11. Health and safety of employees and contractors
12. Access to energy for vulnerable customers

Anti-corruption

Unfair competition and monopolistic practices
Public policy

Supply chain management

Environmental performance: operating efficiency
Environmental impact management

Biodiversity impact management

Water use impact management

Labour practices

Development of human capital

Social welfare actions

Physical security of facilities (community)
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The various sections of this report offer a more concrete response to the aspects identified, as shown in the
following table:

Most significant
issues

Special interest topics

Iberdrola’s response

Business innovation
and opportunities

Products and services favouring efficiency and energy
savings, certified energy from renewable sources, distributed
generation, offshore wind energy projects, development of
electric vehicles, etc.

Management approaches: “Availability and reliability”,
“Research and development”, “Demand management” and
“Energy”.

EU10, G4-EN§, and G4-EN7.

Economic
performance and
fiscal transparency

Economic value generated and distributed. Tax policy and
strategy, cooperation with tax du’rhorify, tax contributions, etc.

Management approaches: “Economic performance”.
G4-2, G4-9, and G4-EC1.

Customer
satisfaction

Evaluation of customer satisfaction and establishment of targets
for improvement, management of information security and
privacy, grievances and claims, and other matters related to
meter reading, billing, rates, and contracts.

Management approaches: “Customer privacy”, “Access” and
“Provision of information”.

G4-PR2, G4-PR4, G4-PR5, G4-PR7, G4-PR8, G4-PR9.

Development of
renewable energy

Investment in and wager on renewable energy. Integration into
the energy mix. Projected MWs of renewable energy.

Management approaches: “Research and development”,
“Availability and reliability” and “System efficiency”.
G4-14, EU1, and EU10.

Electricity
generation

Mix of generation and projected targets, energy efficiency
in renewable generation, and thermal efficiency in coal and
combined cycle plants.

Management approaches: “Availability and reliability” and
“System efficiency”, “Demand management”, “Energy”, and
“Access”.

G4-2, EUT, EU2, EU10, EUT1, EU30, G4-EN5 to G4-EN7.

Climate change
strategy

Carbon footprint reduction targets, emissions trading, carbon
capture and storage projects, available adaptation and
mitigation mechanisms, evaluation of risks and opportunities,
efc.

Management approaches: “Economic performance”, “Research
and development”, “Emissions” and “Transmission”. Specific
management approach to the environmental dimension.

EU5, G4-EC2, G4-EN15 to G4-EN21, and G4-EN30.

Electricity and gas
supply

Quality of supply, energy efficiency, and development of smart
grids and meters.

Management approaches: “Availability and reliability”
and “System efficiency”, “Research and development” and
“Access”.

EU4, EU12, EU26, EU28, and EU29.

Human rights

Definition of a formal policy, employee training, management
of related complaints, and rights of indigenous or minority
communities.

Specific management approach to human rights and all
management approaches to Aspects contained in the “Human
Rights” chapter.

G4-HR1 to G4-HR12.

Attraction and
retention of talent

Employee satisfaction, push for reconciliation, systems for
performance evaluation, and variable remuneration tied
thereto.

Management approaches: “Market presence”, “Employment
and labour/management relations”, “Training and education”
“Diversity and equal opportunity”, “Equal remuneration

for men and women”, and “Labour practices grievance
mechanisms”.

GA-EC3, GA-EC5, GA-LA2, GA-LA3, GA-LAY to GA-LAT1,
G4-LA13, and G4-LA16.

Socioeconomic
impact on the local
community

Evaluation of the socioeconomic impact on local communities
in the development of new infrastructures or on operating
activities. Communication and reporting mechanisms.

Management approaches: “Indirect economic impacts”, “Local
communities”, “Public policies”, “Supplier assessments for
impacts on society”, “Grievance mechanisms for impact on
society”, “Iberdrola’s contribution to the community”, and
“Access”. G4-12, G4-EC1, G4-EC6 to G4-EC9,

G4-S0O1, G4-SO2, EU22, G4-SO9 to G4-SOT1.

Health and safety
of employees and
contractors

Employee and contractor health and safety management.
Accident rate, casualty rate, and absenteeism.

Management approaches: “Employment” and “Occupational

health and safety”.
G4-LA5 a G4-LA8, EU17, and EU18.

Access to energy
for vulnerable
customers

Programmes to facilitate access to energy for customers with
limited economic resources or vulnerable groups.

Management focus: “Access to electricity”.
EU26, EU27.
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In its commitment fo transparency with its Stakeholders, Iberdrola reports on aspects included in the GRI
G4 guidelines that are in addition to those GRI aspects related to the most significant matters identified,
providing continuity with information for previous financial years. These aspects are specifically identified
in Annex 1 to this report.

Together with these global processes to identify and respond to material aspects, which Iberdrola
strengthens in its public information, the Company has developed a methodology for direct dialogue
with its Stakeholders based on the AA1000 Assurance Standard, through the consultation and response
processes described in indicators G4-26 and G4-27.

G4-22 Restatements of information provided in previous reports

During financial year 2015, it was not deemed necessary to restate information pertaining to earlier
reports.

However, the 2014 and 2013 information included in this report is slightly different from the information
presented in the reports for those years, as a result of being updated.

G4-23 Significant changes in the report’s scope or aspect boundaries

During financial year 2015, there were no significant changes in the scope, boundary, or measurement
methods applied in the report, such that the Group’s main indicators can still be compared to those from
previous financial years.

Note should be taken, however, of Iberdrola USA's merger with the U.S. company UIL Holdings Corporation
on 16 December 2015 to create the new company Avangrid. The information for UIL Holdings Corporation
is consolidated in this report on the terms specified in indicator G4-17.
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4,
Stakeholder

Engagement
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G4-24 Stakeholder groups engaged by the organisation

lberdrola’s strategic approach attaches significance to the Company’s relations with the groups that may
affect or be affected by the activities of the Company (its Stakeholders) from a twofold standpoint: from the
social responsibility standpoint, by responding to their expectations and needs, and from the reputational
standpoint, by managing these group’s perception of the Company.

In 2015, Iberdrola created a Stakeholder Relations Policy, with the aim of promoting and enhancing
a framework for relations favouring the inclusion of Stakeholders within the Company’s business and
activities, using an effective instrument of coordination that permits ongoing relations of mutual trust to be
built.

There are many such Stakeholders within a corporate group such as that of Iberdrola. For practical
purposes, and in order to provide information about them in a concise manner and considering their
significance to the Company’s activities, eight large categories of Stakeholders have been established:

- Workforce - Suppliers

— Shareholders and financial community - Media

— Regulatory entities — Society in general
— Customers — Environment

In order to properly manage the different issues that can arise with each of the Stakeholder groups,
the businesses and corporate areas of the Group also identify such subgroups as they deem relevant for
specific attention thereto.

G4-25 Basis for selection of Stakeholders

The identification and selection of the Stakeholders of the Iberdrola Group was initially carried out through
processes of internal reflection conducted by the management team, and relationships are established with
strategic groups with a view to satisfying both their expectations and the needs of the Company. The various
CSR and Reputation Committees within the Group review the significance of specific Stakeholders, based
on the nature of their own activities and on the impact that meeting or not meeting their expectations may
have on the Company’s results.

Finally, Iberdrola’s Stakeholder Relations Policy, approved by its Board of Directors, ratified the Stakeholder
categories described in the preceding indicator.

G4-26 Approaches to stakeholder engagement, including frequency of engagement by
type and by stakeholder group.

The commitment to Stakeholders is one of the significant components of corporate sustainability. At Iberdrola,
policies, general strategies, and global CSR lines of action are defined at the corporate level and applied
at all businesses and in all geographical areas where the Company does business. In particular, in 2015
the Board of Directors approved a Stakeholder Relations Policy. The global lines of action conform to local
needs by means of the required CSR programmes and projects, which are applied at the local level. This
enables the Company to manage the impacts of Company actions on society as a whole more effectively,
such that the balance is positive for communities, customers, employees, and other Stakeholders.
Iberdrola has been applying the AA1000 Assurance Standard since 2006 in order to systematically and
rigorously manage engagement with its Stakeholders in accordance with the principles of inclusiveness,
materiality, and responsiveness established in such standard, through a process that is subject to independent
external assurance. The Company has been adjusting to the application of the AA1000 standard, in regard
to both the successive versions of the standard and the expansion and organisational changes at Iberdrola.
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The application of the AA1000 standard has a twofold approach at the Company:
— Global approach: applied at corporate areas.

— Local approach: applied at the businesses (Networks, Wholesale and Retail, Renewables, Engineering
and Construction).

lberdrola structures the process of relations with its Stakeholders through the following stages:
— Establishment of communication channels with each Stakeholder group.
— Appointment of persons responsible for the organisation of the channels.
— Identification of the most significant matters detected in each channel.
— Drafting a Company response to the significant matters detected.

The communication channels established have their own specific characteristics as to format, responsibilities,
depth of the relationship, and frequency of use, from the channels that are continuously available, such
as mailboxes and portals, to those used on an annual or multi-annual basis, such as surveys, to other
non-periodic channels, all of which, as a whole, help make up what the Company considers to be a close
relationship with its Stakeholders.
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lberdrola’s most significant pathways for dialogue with these groups are summarised in the following table:

Stakeholder Significant pathways for dialogue and communication Other pathways of dialogue
Workforce Mixed subcommittees or committees with the participation of ~ Specific meetings; internal magazines; intranet; management
workers; employee surveys; Global Employee Office; worker  school.
suggestion boxes.
Shareholders Personal contact with investors in fixed-income securities General Shareholders’ Meeting; periodic bulletins; corporate
and financial and equities, personal contact with shareholders, website; specific phone and e-mail service; information
community Office of the Shareholder. microsite and specific channel for shareholders on the website

(OLS); Shareholders’ Club; IPhone, IPad, and Android apps for
investors.

Regulatory entities

Consultation, official formalities, and meetings with various
EC regulatory bodies, national, regional, and local levels.

Relationship through industry organisations and direct contact.

Customers Onsite and remote channels for direct relations with gas and  Relationship channels with consumers’ associations, consumer
electricity customers and systems for complaints and claims.  institutions, and municipal consumer information offices
Customer satisfaction surveys. (OMICs). At the engineering and construction subsidiary,

various types of customer sales contacts.

Suppliers Supplier portal on the corporate website, Supplier Service Supplier registration and classification processes; conferences
Centre, supplier satisfaction surveys, supplier ethics with business organisations; meetings with suppliers; web
mailboxes. mailbox; supplier improvement campaigns.

Media Press releases; individual and group meetings; query Multimedia channel on the corporate website.
mailbox on the website; communication channels on social
networks.

Society Direct relationships with national, regional, and local Projects of collaboration with social organisations;

government authorities; participation in business
confederations and chambers of commerce; relationships
with social organisations.

participation in forums and seminars; direct relations with
environmental and social groups in the areas around large
electric sites.

Environment

Specific mailbox on the corporate website, Just2challenge
website (climate change), social networks providing
environmental information; supplier survey.

Environmental impact assessment processes; European
Commission consultations and other public consultations;
collaboration projects; various types of meetings and contacts
with environmental groups.

G4-27 Key topics and concerns that have been raised through stakeholder engagement

The process of managing the pathways for dialogue described in the preceding section means that, following
the assessment of the information received, the issues that are most important for the various Stakeholders
are identified. Such issues are reviewed by the internal organisations involved, and a response is generated
by the Company that seeks to improve the satisfaction of such Stakeholders in connection with the matters
in question. Iberdrola believes that its responses, as a whole, provide a proper and acceptable balance for
its Stakeholders.

The table below presents the most significant issues raised during financial year 2015 and a summary of
the Company’s responses:
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Stakeholder

Main issues raised by each group

Iberdrola’s response

Workforce

Labour conditions generally
Health and safety conditions
Improved employee training

Management approaches set forth in the “Labour practices and work
ethics” chapter.

G4-LAS to G4-LA11, G4-LA13, G4-LA16.

Shareholders and
financial community

Financial and economic situation of the Company
Dividends of the Company

Participation at the General Shareholders’ Meeting
and Shareholder Day

Management approach: “Economic performance”.
G4-1, G4-2, G4-9, G4-EC1.
“Corporate governance model” chapter of the Integrated Report.

Regulatory entities

Safety of supply
Economic aspects of supply
Environmental sustainability

Management approach: “Public policies”.
G4-1, G4-2.

“Regulatory environment” chapter of the Integrated Report.

Customers Issues relating to collection and billing process, and Management approach: “Access to electricity”.
the new methodologies used G4-PR4, G4-PR7 to G4-PR9.
Process for handling customer suggestions and “Customers” specific web page on the corporate website.
complaints
Issues relating to sales methods and channels
Issues relating to rates
Suppliers Responsible management of procurement G4-12, G4-EC9, G4-EN32 and 33, G4-LA14 and 15, G4-HR10
Relationship of Procurement Area with suppliers and 11, G4-SO9 and 10.
Promotion of CSR and Reputation issues at the Group Procurement Portal on the corporate website.
level
Media Issues relating to regulation Management approaches: “Public policies”, “Iberdrola’s contribution
Company strategy and positioning to the community”, and “Customer health and safety”.
Issues relating to consumption and social action G4-1,G4-2.
Society Regulatory, innovation, and environment issues Management approaches: “Research and development”, “Public

Compliance with and handling of environmental
requirements

Iberdrola’s contribution to the community

policies”, “Iberdrola’s contribution to the community”, and those
relating to the Environmental Dimension.

Environment

Climate change
Biodiversity

Energy efficiency
Water management

nou

Management approaches: “System efficiency”,
“Water”.

G4-14, G4-EC2, EUT1, EU12, EU13, G4-EN11 to ENT14, G4-EN8
to EN10.

Biodiversity” and

lberdrola prepares an annual AAT000 Compliance Report, which summarises the results obtained
through the aforementioned channels with respect to the issues raised by each Stakeholder and the type
of response provided by the Company.

The methodology described in the preceding sections (G4-24 through G4-27) enables the Company to
identify material issues through direct sources. Such review is completed with that made through indirect
sources, such as the Dow Jones Sustainability Index, the Carbon Disclosure Project, the Materiality
Analysis, etc., described in indicators G4-18 through G4-21.

Considering the methods described as a whole, Iberdrola believes it has a robust Stakeholder
management system, which allows it to respond both directly through the channels of dialogue with
its Stakeholders, and indirectly through various public information formats, such as this report, the
Integrated Report, and the corporate website www.iberdrola.com.
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5.
Report
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G4-28 Reporting period

2015

G4-29 Date of previous report
2014

G4-30 Reporting cycle
Annual

G4-31 Contact point for questions regarding the report

General questions regarding this report may be addressed to Iberdrola’s Corporate Communication Division
at C/ Tomas Redondo, 1 - 28033 Madrid — Spain, or via comunicacioncorporativa@iberdrola.com.
Specific questions relating to the environment may be addressed to Iberdrola’s Innovation, Quality, and
Environment Division at C/ Tomds Redondo, 1 - 28033 Madrid - Spain, or via medioambiente@iberdrola.es.
The addresses and telephone numbers of the various Iberdrola centres worldwide can be found under
“Contact” at www.iberdrola.com.

GRI Content Index

G4-32 GRI Index with respect to the “in accordance” option chosen

|II

This report has been prepared in accordance with the GRI “comprehensive” option. Due to its length, the

GRI content index is located in Annex T to this Report.

G4-33 External assurance for the report

lberdrola obtains independent external assurance of its annual information, the annual accounts and
management reports (individual and consolidated with those of its subsidiaries) by Ernst & Young, and the
sustainability report by KPMG. Annex 4 hereto includes the external independent assurance report on this
document.
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6.
Governance
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Governance structure and composition

G4-34 Governance structure

Board of Directors

Date of Last

Position Director Status Appointment Ending Date
Chairman & CEO Mr José Ignacio Sénchez Galdn Executive 27-03-2015 27-03-2019
Director Mr Xabier de Irala Estévez Proprietary!!) 22-06-2012 22-06-2016
Director Mr ffigo Victor de Oriol Ibarra Other external 22-06-2012 22-06-2016
Director Ms Inés Macho Stadler Independent'? 22-06-2012 22-06-2016
Director Mr Braulio Medel Cémara Independent 22-06-2012 22-06-2016
Director Ms Samantha Barber Independent 22-06-2012 22-06-2016
Director Ms Maria Helena Antolin Raybaud Independent 27-03-2015 27-03-2019
Director Mr Santiago Martinez Lage Independent 27-03-2015 27-03-2019
Director Mr José Luis San Pedro Guerenabarrena  Other external 27-03-2015 27-03-2019
Director Mr Angel Jests Acebes Paniagua Independent 27-03-2015 27-03-2019
Director Ms Georgina Kessel Martinez Independent 28-03-2014 28-03-2018
Director Ms Denise Mary Holt Independent 27-03-2015 27-03-2019
Director Mr José Walfredo Fernéndez Independent 27-03-2015 27-03-2019
Director Mr Manuel Moreu Munaiz Other external 27-03-2015 27-03-2019

Secretary (non-member): Mr Julidn Martinez-Simancas Sénchez.

Counsel (non-member): Mr Rafael Mateu de Ros Cerezo.

(1) Mr Xabier de Irala Estévez was appointed at the proposal of Bilbao Bizkaia Kutxa (BBK) (now, Kutxabank, S.A.).
(2) Ms Inés Macho Stadler is the lead independent director (consejera coordinadora).
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Executive Committee

The Executive Committee has all the powers inherent to the Board of Directors, except for those powers that
may not be delegated pursuant to legal or by-law restrictions.

The core activities of this Committee consist of submitting proposals and reports to the Board of Directors
regarding all those strategic decisions, investments, and divestitures that are significant for the Company or
its Group, assessing their alignment with the budget and the strategy of the Company, and analysing and
monitoring business risks, taking into consideration the environmental and social aspects thereof.

Executive Committee

Position Director Status

Chair Mr José Ignacio Sénchez Galén Executive
Member Mr Xabier de Irala Estévez Proprietary
Member Ms Inés Macho Stadler Independent
Member Mr José Luis San Pedro Guerenabarrena Other external
Member Mr Angel Jests Acebes Paniagua Independent

Secretary (non-member): Mr Julidn Martinez-Simancas Sénchez.

Audit and Risk Supervision Committee

This is a permanent internal informational and consultative body within the Board of Directors, without
executive powers, with informational, advisory, and proposal-making powers within its scope of activity. It
carries out duties relating to the supervision of the internal audit function, the review of the internal control
and risk monitoring systems, the process of preparing the economic and financial information, the auditing of
accounts, and compliance, all upon the terms established in its regulations, available at www.iberdrola.com.

Audit and Risk Supervision Committee

Position Director Status

Chair Ms Georgina Kessel Martinez Independent
Member Ms Denise Mary Holt Independent
Member Mr José Walfredo Fernéndez Independent

Secretary (non-member): Mr Rafael Sebastién Quetglas.

Appointments Committee

This is a permanent internal informational and consultative body within the Board of Directors, without
executive powers, with informational, advisory, and proposal-making powers in connection with the
selection, appointment, re-election, and removal of the Company’s directors and senior officers upon the
terms established in its regulations, available at www.iberdrola.com.
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Appointments Committee

Position Director Status

Chair Ms Maria Helena Antolin Raybaud Independent
Member Mr lfiigo Victor de Oriol Ibarra Other external
Member Mr Angel Jests Acebes Paniagua Independent

Secretary (non-member): Mr Ifiigo Gémez-Jordana Moya.

Remuneration Committee

This is a permanent internal informational and consultative body within the Board of Directors, without
executive powers, with informational, advisory, and proposal-making powers in connection with the
remuneration of the Company’s directors and senior officers upon the terms established in its regulations,
available at www.iberdrola.com.

Remuneration Committee

Position Director Status

Chair Ms Inés Macho Stadler Independent
Member Mr Ifigo Victor de Oriol Ibarra Other external
Member Mr Santiago Martinez Lage Independent

Secretary (non-member): Mr Rafael Mateu de Ros Cerezo.

Corporate Social Responsibility Committee

This is a permanent informational and consultative body created by the Board of Directors, without
executive duties, with powers in the areas of revision and update of the Corporate Governance System and
supervision of the social responsibility, sustainability, and reputation policies, upon the terms established in
its regulations, available at www.iberdrola.com.

Corporate Social Responsibility Committee

Position Director Status

Chair Ms Samantha Barber Independent
Member Mr Braulio Medel Cémara Independent
Member Mr Manuel Moreu Munaiz Other external

Secretary (non-member): Mr Fernando Bautista Sagiés.
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